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M o n e y  M a r k e t  i n  D e c e m b e r

The money market was subject to conflicting influ
ences during December, as the net result of which money 
rates remained little changed, except for the usual ad
vance in call loan rates in the final week of the month.

The principal factors operating toward a tightening 
of the money market were large withdrawals of cur
rency from the banks for the holiday trade, and a sub
stantial gold export movement. In addition there were 
unusually heavy withdrawals of funds from New York 
to other parts of the country. The chief factors oper
ating toward easier money conditions were the further 
liquidation of bank credit called into emergency use at 
the end of October and early in November, and Eeserve 
Bank open market operations.

The diagram at the left below shows the extent of the 
holiday currency demand, which is usually the dominant 
influence on the money market in December. It indi
cates that while the amount of currency called into use 
during this holiday season has probably been slightly 
smaller than in 1928, these requirements have constituted 
a drain upon bank reserves of about 200 million dollars 
between Thanksgiving and Christmas. Though this 
demand was countrywide it drew heavily on the New 
York market as banks throughout the country, as usual, 
withdrew funds from New York as their own funds 
were withdrawn by their customers.
BILLIONS OF DOLLARS

While currency needs may have been less than last 
year, gold movements were much larger. In 1928 there 
had been some loss of gold during the latter part of 
November, chiefly through the earmarking of gold for 
foreign account, a movement unrelated to the position 
of the foreign exchanges. This year there was a heavy 
outflow of gold, directly resulting from the strength of 
the foreign exchanges at New York. In December the 
loss of gold, including earmarkings, amounted to 91 
million dollars, and the total movement from October 28 
through December 31 amounted to a loss of 116 million.

In addition to these large gold exports and the holiday 
currency demand, withdrawals of funds from New York 
by the rest of the country were much larger than usual. 
Between the middle of November and Christmas net 
withdrawals totaled about 300 million dollars. This 
movement may be considered a logical sequel to the 
events of the preceding weeks. The events of September 
and October caused easy money in New York but for 
some weeks this money did not flow freely to other dis
tricts, probably reflecting some stoppage of the usual 
liquidity of funds due to disturbances in the security 
markets. As more normal conditions were restored, the 
surplus funds in New York, and even funds not surplus, 
flowed to other centers.

The triple drain upon New York of currency, gold, 
and transfers might well have caused very firm money 
conditions but other influences largely offset this ten- 

BILLIONS OF DOLLARS
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dency. The first of these was the continuance of the 
liquidation of credit after the security price decline. As 
their deposits declined the reserve requirements of the 
New York City banks declined releasing a part of their 
reserves. The liquidation in member bank credit was 
partly in security loans, partly in inter-bank loans, 
which had been expanded in November, and partly in 
other loans. The changes in total loans and investments 
of reporting banks are shown in the second diagram on 
the preceding page.

A  second means by which funds were provided to 
meet the unusual demands of the month was the open 
market operations of the Reserve Banks. Between 
November 20 and December 24 their holdings of Govern
ment securities were increased by nearly 160 million 
dollars and their holdings of bankers acceptances by 
about 70 million dollars, a considerable part of the 
purchases being made in New York. Member bank bor
rowing at the New York Reserve Bank was increased 
slightly, but even at the seasonal peak on December 26 
was only 252 million dollars, considerably less than on 
the same date in 1928.

It may be further noted that the effect of the recent 
movement of funds was to enable member banks in other 
districts to repay some of their borrowings at their local 
Reserve Banks and thus laid the basis for a somewhat 
easier money position in those districts. The effect was 
thus! to extend to other sections of the country the ten
dency towards easier money conditions which became 
apparent in New York in October and November.

The usual table of money rates in New York is given 
below. The peak of the currency demand just before 
Christmas and preparations for year-end statements and 
disbursements caused a temporary rise in call loan rates 
in the last week of December, and rates on short bills 
advanced slightly, reflecting the temporary curtailment 
of funds available for short-term investment. Commer
cial paper rates and customers’ loan rates of New York 
City banks were practically unchanged, and time money 
rates remained close to the lowest level since the 
Spring of 1928.

Money Rates at New York

Dec. 31, 1928 Nov. 29, 1929 Dec. 31, 1929

Stock Exchange call loans....................... *9-12 * 4 ^ * 5 ^ -6
Stock Exchange 90 day loans................. 7 % 4M 4 ^ -5
Prime commercial paper.......................... 5-5 H 5
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans..

3 H -Vs 4
f 5 .49 t5.73 f5.57

Treasury certificates
Maturing March 15 (yield)................. 4.14 3.04 2.40
Maturing June 15 (yield).................... 4.42 3.13 2.98

Treasury bills
Maturing March 17 (offered)............. 2H

Federal Reserve Bank of New York re
discount rate........................................... 5 4H 4 H

Federal Reserve Bank of New York
buying rate for 90 day bills................. 4 4

* Range for preceding week
t Average rate of leading banks at middle of month

Treasury B ills

In addition to the usual quarterly transactions of the 
Treasury, a new feature in December was the sale on a 
discount basis to the highest bidders of $100,000,000 of 
Treasury bills dated December 17, 1929 and due March 
17, 1930. Tenders for this issue of bills totaled 
$224,000,000, of which $100,000,000 were accepted at an

average price of 99.181, equivalent to an average annual 
rate of about 3%  per cent on a bank discount 
basis. Immediately after the 17th, these bills were 
offered in the market by security dealers at a 3 %  per 
cent per annum discount, and during the balance of the 
month were quoted from that rate down to a discount of 
2%  per cent. Unlike Treasury certificate issues, pay
ments for Treasury bills cannot be made by a credit to 
the Government on the books of depositary banks, but 
must be made in cash or immediately available funds on 
the date of issue. Due to this feature, the Treasury does 
not have to pay interest on funds borrowed in advance 
of requirements, and, consequently the discount on the 
first issue, while nominally higher than the coupon rate 
on the nine-months certificate issue, actually repre
sented a lower interest cost to the Treasury.

These Treasury bills have the advantages for the sub
scribers that they are of shorter maturity than previous 
offerings of Government securities, and that the rate of 
return is established, not by the Treasury, but by the 
market through competitive bidding.

B ill M arket

During the first part of December the general distribu
tion of bills continued in rather good volume, though in
vestment demand was not as active as in November. 
Early in the month offering rates became settled at 3 %  
per cent for 30 to 90 day bills, at 4 per cent for 4 months 
bills, and at 4 %  per cent for longer maturities, but 
shortly afterward the dealers raised their bid and offered 
rate for 30 day bills by %  per cent.

In the latter part of the month the banks and others 
were sellers rather than buyers of bills, with the result 
that dealers’ portfolios of bills increased steadily and 
toward the close of December were more than twice as 
large as a month earlier and were also heavier than at 
any previous time in 1929. As a reflection of this con
dition the dealers extended the 4 per cent offering rate 
to all maturities up to and including the 90 day bills, 
effective at the close of business December 24. Follow
ing a decline in November, the Reserve System’s holdings 
of bills in December rose about $100,000,000, much of 
which was due to purchases of bills from dealers under 
sales contracts.

A t the end of November, the volume of dollar accept
ances outstanding reached $1,658,000,000, a larger 
amount than ever before; this figure was $117,000,000 
higher than a month previous and $458,000,000 above the 
outstandings of November 1928.

Commercial Paper Market

Reflecting a continued good investment demand for 
commercial paper on the part of the banks throughout 
the country, the prevailing rate for the usual grade of 
prime names declined to 5 per cent early in December. 
Some paper appeared in the market priced at 4%  per 
cent, but sales at that rate at no time reached an impor
tant part of the total business. Later in the month when 
the bank inquiry for paper was checked by the advent of 
holiday and year-end requirements for funds, offerings 
at the 4 %  per cent rate virtually disappeared from the 
market, and sales at 5 per cent also tended to fall below 
the volume of preceding weeks. Throughout the month 
less well known paper was sold at 5 ^  per cent. As com-
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AmSunt of Open Market Commercial Paper Outstanding at end 
of each month, 1926-1929

mercial and industrial concerns usually are desirous of 
showing as little indebtedness as possible on year-end 
statements, there was some curtailment of the amount of 
new paper coming into dealers’ hands, with the result 
that offering lists remained moderate.

During November, a further increase of 11 per cent 
occurred in open market outstandings of commercial 
paper but the total was nevertheless 25 per cent lower 
than on November 30, 1928. As the accompanying dia
gram shows, the increase in outstandings this autumn has 
been similar to that which occurred in 1927, another year 
of easing money conditions, and is in marked contrast 
with the declines that occurred during the corresponding 
period of 1926 and 1928.

F o r e i g n  E x c h a n g e

Weakness near the end of December reversed a gen
eral upward movement of the European exchanges in 
which the following currencies registered new high 
points for the year: sterling, French francs, reichs
marks, belgas, guilders, Swiss francs, and the three 
Scandinavian currencies. Gold was shipped from the 
United States to England, France, Germany, and 
Sweden.

Sterling opened the month fractionally under $4.88, 
touched $4.88 7 /16  on the 9th, and ruled thereafter at 
about $4.88% . French francs sold between $0.0393%  
and $0.0394 during most of the month, advanced to 
$0.0394 5 /16  on the 24th, but sold around the earlier 
level near the month-end. Reichsmarks gained steadily 
from $0.2394 on December 2 to $0.2397 on the 26th, 
but dropped back to about $0.2392% on the 28th. 
Belgas opened at $0.1399 and reached a new high of 
$0.1401 (approximate gold export point, $0.1399) on 
several scattered dates. Guilders were strong during 
the first two weeks ($0.4036— $0 .4037% ); they declined 
to $0.4032% December 21, recovered sharply to $0.4038 
on the 24th, and to a new high for the year of $0.4038%  
on the 26th, and then fell away to $0.4037 on the 28th. 
Swiss francs continued firm from December 2 to 26, 
rising from $0.1942% to $0,1946, and then fell off to 
$0.1945 on the 28th. Lire fluctuated narrowly within 
the range of $0 .0523% -%  through the 28th.

Swedish crowns rose to $0.2700 on the 13th, held 
near that figure until the 21st, and declined thereafter

to $0.2695% on the 28th. Danish crowns, after reach
ing a new high of $0.2686 on the 10th, reacted, and sold 
at $0.2683% on the 28th. Norwegian crowns sold at 
$0.2680 on the 2nd, touched $0.2685% on the 10th and 
16th, and closed slightly weak at $0.2683% on the 28th. 
Spanish pesetas showed signs of strength during the 
first week, recovering to over $0.1400, but fell off to 
$0.1338 on the 27th, the lowest in recent years.

The Japanese yen remained below $0.49 until the 
10th, rose slowly to $0.4905 by the 17th, and sold at 
$0.4908 on the 28th. Canadian dollars gave promise 
of recovery, when the discount was reduced to less than 
%  cents about the middle of the month, after exceeding
1 cent and touching as low as 2 5 /16  cents in Novem
ber, but sold around $0.99 as the month ended. The 
Argentine peso was weak at about $0.94 even before 
announcement of the closing of the gold Conversion 
Office, when it broke sharply to $0.9158 on the 17th. 
There was a slight gain towards the end of the month 
to around $0.9294.

G o l d  M o v e m e n t

The outflow of gold from the United States, which 
began at the end of October, was greatly accelerated 
in December, and the reduction in the country’s mone
tary gold stock reached the largest total in any month 
since May 1928.

In the month of December there were exports of 
$47,900,000 in gold to France, $21,000,000 to England, 
$1,340,000 to Sweden, and $1,280,000 to Germany. In
cluding small miscellaneous shipments for non-monetary 
purposes, exports totaled $72,200,000 in round figures. 
Imports were $3,500,000, of which over $2,000,000 was 
received from Argentina, and $950,000 from Colombia. 
There was an additional loss to the country’s gold stock 
through an increase of $22,000,000 in gold earmarked 
for foreign account. The net result according to a pre
liminary calculation was a loss through exports, imports, 
and earmarkings, of $90,800,000, which would reduce 
the net gain for 1929 from $228,100,000 at the end of 
October to $115,100,000 at the end of December.

Net Gain or Loss of^Gold Through Imports, Exports, and Earmarkings 
(In millions of dollars)

1929

Through net 
gold imports 

or exports
Through

earmarkings Total

January....................................................... +47 .1
+ 2 5 .5
+ 24 .8
+ 23 .1
+ 23 .6
+ 30 .2
+ 3 4 .7
+ 18 .4
+ 17 .6
+ 1 7 .5

—65.0 — 17.9
+ 25 .5
+32 .3
+ 7 1 .7
+ 3 9 .7
+ 2 2 .7
+ 1 2 .7
+ 1 7 .4
+ 1 1 .0
+ 13 .0

February.....................................................
+  7 .5  
+ 4 8 .6  
+16 .1
—  7.5  
— 22.0
—  1.0  
—  6.6  
—  4.5

April.............................................................
M ay..............................................................
June..............................................................

September...................................................

+262.5 — 34.4 +228.1

December....................................................
— 23.2
— 68.8*

+  1.0  
— 22.0*

— 22.2
— 90.8*

Total........................................................ — 92.0* — 21.0* — 113.0*

+170.5* — 55.4* +115.1*

* Preliminary

Between November 27 and December 26 the Bank of 
England added £10,600,000 to its gold stock, bringing 
up the total to £146,000,000, or £15,700,000 above the 
low level reached on October 2. A  rough estimate of
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the December movement in London is as follows: Im
ports from the United States, £4,680,000; from Austra
lia, £4,010,000; from Argentina, £1,570,000; South 
African sovereigns paid into the bank, £2,070,000; 
secured in the open market, £1,675,000. Exports were 
negligible except to France which took a total estimated 
at £2,300,000, of which £400,000 was taken on the 3d 
and 4th and the balance since the 24th of December.

On December 16 the President of the Argentine 
Republic declared the national Conversion Office closed 
to further withdrawals of gold. It is understood that 
this does not constitute a complete embargo upon the 
export of gold, and that such gold as is held by the 
banks— over 45,000,000 U. S. dollars— may be shipped 
at the discretion of the banks. Since the beginning of 
the year Argentina has lost around $150,000,000 of 
gold. The Conversion Office is reported to hold at 
present some 423,000,000 gold pesos, or about $408,-
000,000 in gold.

C e n t r a l  B a n k  R a t e  C h a n g e s

Six European central banks reduced their discount 
rates during December. On the 12th the Bank of Eng
land lowered its rate by one-half per cent to 5 per cent, 
the third half-per-cent reduction in the London rate 
since October 30.

The three Scandinavian central banks also effected 
reductions of one-half per cent from their uniform 
rates of 5 %  per cent. The Swedish rate was lowered 
to 5 per cent on the 13th, the Danish rate on the 27th, 
and the Norwegian rate on the 28th. A  second reduc
tion to 4 %  per cent is announced by the Swedish Riks- 
bank to become effective on January 1, 1930.

On December 31 the National Bank of Belgium an
nounced a reduction of its rate from 4 %  to 3 %  per cent, 
effective January 1, 1930. The higher rate had been in 
force since November 14. The new 3 %  per cent rate is 
on a level with the French and Swiss bank rates which 
are the lowest in Europe.

The Austrian National Bank rate was reduced from 
8 to 7 %  per cent on December 9.

Below is a table of central bank rates for the princi
pal European countries where changes have been made 
during the past year.
______________________European Central Bank Rate Changes______________________

Country End of 1928 High 1929 End of 1929

Austria................... &X 8 X 7 X
Belgium.................. 4 5 *3 X
Denmark................ 5 5 X 5
England.................. 6 X 5
Germany................ 7 7 X 7
Hungary................ 7 8 7 X
Italy........................ 5 X 7 7
Netherlands........... 4H m * X
Norway.................. 5 X 6 5
Poland.................... 8 9 8 X
Rumania................ 6 9H 9
Sweden................... 4 X 5 X * 4 X

* Effective January 1, 1930.

S t a b i l i z a t i o n  o f  t h e  C z e c h o s l o v a k  C r o w n

The Czechoslovak crown, which has had de facto 
stability at around $0 .0296^  for more than five years 
past, became legally convertible on the gold exchange 
standard by the passage of a parliamentary Act on 
November 7, which went into force on November 27,
1929. This Act provides:

1. That the Czechoslovak crown shall have a gold 
content of 44.58 milligrams of fine gold equivalent to 
$0.02962853, or approximately Kc. 33.75 to the dollar.

2. That the National Bank of Czechoslovakia shall 
assume the maintenance of the exchange value of its 
notes at the legal parity, buying gold in minimum 
quantities of 12 kilograms of fine gold (about $8,000, 
or the customary “ export bar” ) and converting its 
notes into gold coin, gold bullion, or gold exchange, at 
its option, in minimum amounts equivalent to 12 kilo
grams of fine gold.

3. That gold coins 900/1000 fine of 100 crowns value 
shall be minted, the 100-crown piece to be known as 
the hrivna and put into circulation at a future date not 
yet determined.

4. That the National Bank of Czechoslovakia shall 
maintain a reserve of gold and foreign exchange equal 
to at least 25 per cent of its total notes and sight liabil
ities at the end of 1929,* 30 per cent at the end of 1930, 
and 35 per cent at the end of 1935 and thereafter, one- 
half the reserve to consist of gold coin or bullion.

5. That the present share capital ($12,000,000) of 
the National Bank be converted into Kc. 405,000,000, 
and the Bank be authorized to increase its capital, if 
it so desires, to Kc. 607,500,000 (equal to $18,000,000).

6. That when the State note debt to the Bank, which 
is now Kc. 3,780 million, has been reduced to Kc. 1,000 
million, the Bank shall be authorized to discount Gov
ernment bills up to a total of Kc. 200 million per 
annum, after endorsement by a banking institution, such 
temporary advances to be repaid by the end of March 
of the following year.

7. That the Bank is authorized “ to participate in 
international financial and economic institutions and 
arrangements of monetary importance. ’ ’

*On December 7, 1929, the ratio was 38.9 per cent.

N e w  F i n a n c i n g

The total amount of new financing consummated dur
ing November was the smallest for any month since 
August 1928, and wTas only about one-fifth to one-third 
as large as the volume floated in several previous months 
of 1929. There was a virtual stoppage in the sale of 
securities of investment trusts and financial trading and 
holding company issues, and a marked reduction in offer
ings of stocks and bonds by industrial, public utility, and 
railroad companies. Foreign security issues declined to 
the smallest amount since last April. State and munici
pal financing was maintained in better volume than was 
the case with corporate securities.

A  considerable revival in new bond issues occurred in 
December, while the volume of stock offerings was re
duced further. In the accompanying diagram, the course 
of domestic bond financing during the past three years 
is shown by months. This shows that the volume of bond 
issues became progressively smaller throughout this 
period, reaching its lowest level in November of this year, 
but that the preliminary figures for December gave some 
indication of an up-turn. As the diagram indicates, the 
December increase was largely in municipals, whereas 
previous high months this year were caused by large cor
poration issues, usually issues with provisions for conver
sion into common stocks.
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1927 1928 1929
New Bond Flotations of Domestic Corporations, and of Munici

palities, States, and Farm Loan Agencies (Commercial and 
Financial Chronicle figures; refunding issues excluded)

December figures preliminary

S e c u r i t y  M a r k e t s

Further recoveries occurred in stock prices during the 
first week of December, and by the end of the week repre
sentative averages had regained more than one-third of 
the loss sustained in the September to November break. 
In the succeeding two weeks of December, prices turned 
downward to levels about midway between the low 
point of November 13 and the highest point reached on 
the recovery which ended December 7, but near the end 
of the month prices tended to advance again. The turn
over of shares on the Exchange was between 3^2 and 4 %  
million shares on most days of the month; on only two 
days did the volume of sales exceed 5 million shares, and 
on several days the transactions totaled less than 2 %  
million shares.

After the first week of December, bond prices also 
tended downward, and trading in bonds on the Stock 
Exchange was also reduced from the rather unusual vol
ume of the previous two months. Domestic corporation 
issues reacted about a point from the highest level 
reached on the recent upswing, but remained well above 
the lowest points of October. United States Government 
bond issues, which on the average had advanced about
4 points between early October and the first part of De
cember, declined about %  of a point, but at the close of 
the month were as high as at the middle of November. 
Foreign bonds as a group moved lower during the last 
three weeks of the month; South American issues, and 
most notably Argentine bonds, were weak for a time, fol
lowing the suspension of gold payments by Argentina, 
but subsequently recovered part of their losses.
F o r e i g n  T r a d e

Foreign merchandise trade during November showed 
large declines in value from the rather high figures of 
October. Although there is usually little change be
tween these months, exports decreased $81,000,000 in 
value, and imports, $52,000,000. Exports, valued at 
$448,000,000 in November, were less than in November 
of any year since 1925. Imports, valued at $339,000,000, 
were slightly larger than a year previous, but were 
otherwise the smallest for November of any year since

1924. These declines in value of foreign trade may be 
explained partly by the reduction in commodity prices.

All groups of exports participated in the downward 
movement from the previous month, and all except semi
manufactures declined from a year ago. The decrease 
in the combined value of shipments abroad of raw cot
ton and grains accounted for about one-third of the 
decrease in value of total exports compared with Octo
ber and about half compared with November 1928. 
Exports of finished manufactures as a whole were val
ued at $39,000,000 less than in the previous month, and 
$34,000,000 less than a year ago. Refined petroleum 
products decreased in value $16,000,000 and $10,000,000, 
respectively, from the exports of the previous month 
and of November 1928.

The value of all groups of imports was less than in 
October, with the largest declines in finished and partly 
finished manufactures. Quantity receipts of crude rub
ber, raw silk, and coffee were smaller than in the previ
ous month. Compared with a year ago, however, 
imports of wholly and partly finished products increased 
slightly in value, and imports of crude materials in
creased $13,000,000.

B u i l d i n g

Building contracts awarded in the New York and 
Northern New Jersey district rose sharply in November 
from the level of the previous three months and reached 
a total 24 per cent above that of November 1928. The 
increase was primarily the result of larger contracts 
for commercial buildings, including one $35,000,000 
office building project and a number of smaller ones. 
Also contributing to the increase was a larger volume of 
contracts for public works and utilities and for industrial 
buildings. Contracts for residential work, while nearly 
double the very small total reported for September and 
about the same as in October, were 41 per cent smaller 
than in November of last year. Since the first of Janu
ary, the total value of contracts awarded in this district 
has been 19 per cent smaller than in 1928 and about 13 
per cent smaller than in 1927.

For the 37 States east of the Rockies covered by the 
F. W . Dodge Corporation survey, however, the Novem
ber total of building contracts was 12 per cent smaller 
than in October, and 17 per cent smaller than a year ago. 
The increase in commercial building for the country as 
a whole was less than in the New York district, as con
tracts for this type of construction work were at a lower 
level than a year ago in other districts. Public works 
and utility projects showed a decline from last year’s 
total, despite the increase reported in the New York dis
trict, and total residential building contracts in the 37 
States remained 43 per cent below the level of November 
1928.

The volume of construction work of all types con
tracted for during the first eleven months of 1929 has 
been 12 per cent smaller than a year ago, and 7 per cent 
smaller than in 1927. In December, the reduction in 
building activities appeared to have continued, for the 
average daily awards during the first three weeks of the 
month were 19 per cent under the average of December 
1928, when the tendency toward reduced building activ
ity was already in evidence.
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P r o d u c t i o n  a n d ^ T r a d e  i n  1 9 2 9

Despite the recession in important industries during 
the closing months of this year, it appears from a com
pilation of all of the principal series of industrial and 
business data that the total volume of production and 
trade for the full year 1929 will probably prove to have 
shown a slightly larger increase over the previous year 
than for any single year since 1925. An unweighted 
average of 161 series of data on production and trade 
indicates that the total volume of the nation’s business 
in 1929 was about 4 per cent larger than in 1928. This 
preliminary estimate for the full year has been calcu
lated by using the available data, usually for the first 
eleven months, and adding estimated figures for the 
remainder of the year.

In the accompanying diagram is shown the year-to- 
year growth of industry and trade since 1919, as 
reflected in a broad weighted index of a large number 
of series, exclusive of those of financial activity; the 
figure for 1929 is based upon the increase shown by the 
preliminary unweighted data for the year.

Production of manufactures and series indicative of 
trade lead the groups shown below in percentage in
crease over 1928, followed closely by output of minerals 
and metals. The group which includes such general 
indexes of business as bank debits, railroad car loadings, 
and electric power production also showed a substantial 
increase, and the food and tobacco production classifica
tion showed an increase about the same as the average 
for all series. Construction projects and the output of 
building materials were smaller than in 1928, and the 
quantity output of principal crops averaged about 5 
per cent smaller. In addition to the more important 
series listed in the subjoined table, there are numerous
other items included in thei group averages.

Per cent change Per cent change
1929 from 1928 1929 from 1928

Manufactures Foods and Tobacco
Locomotives, shipments. . . . . +60 Cigarettes.................................. +12
Automobiles, trucks............... . +52 Butter......................................... +  7
Automobiles, pass, cars.........
Cottonseed oil, crude.............

. +26 Sugar meltings......................... +  4

. +16 Wheat flour............................... +  2
Wool consumption................. . +12 Cigars......................................... +  1
Malleable castings................. . +  9 0
Cotton consumption............. • +  8 0
Silk consumption................... . +  7 —  1
Boots and shoes..................... . +  4 Cheese........................................ — 29
Sole leather and belting. . . . . —  5 Group average..................... +  4
Tires, pneumatic.................... . —  7
Radiators.................................. . — 25 Building Materials and Construction

Group average.................... . +  8 Cement...................................... —  3
Lumber...................................... —  4

Minerals and Metals Building permits...................... — 10
Gasoline.................................... . +15 Building contracts................... — 12
Pig iron..................................... . +13 Sand-lime brick........................ — 20
Copper, smelter...................... . +12 Group average..................... —  4
Petroleum, crude.................... . +12
Steel ingots.............................. . +  9 Trade
Bituminous coal..................... . +  6 Mailorder sales....................... +26
Lead.......................................... . +  6 Grocery chain store sales. . . . +12
Zinc........................................... • +  1 Chain store sales...................... +  11
Anthracite coal....................... —  2 Merchandise imports.............. +  8

Group average.................... . +  7 Wholesale trade....................... +  3
Dept, store sales...................... +  3

Crops Merchandise exports............... +  3
Tobacco....................................
Hay...........................................
Cotton.......................................

. +  9 

. +  8 
• +  3

Group average..................... +  8

General
Rye............................................ . —  6 Debits, New York City......... +24
Corn.......................................... —  7 Electric power.......................... +11
Rice........................................... —  7 Debita, outside N. Y. C ......... +  9
Wheat....................................... , — 12 Life insurance sales................. +  7
Oats........................................... — 14 Carloadings, all other............. +  3
Barley....................................... — 14 Employment in U. S............... +  3
Pears......................................... , — 14 Postal receipts................... .. +  2
Potatoes, white....................... — 23 Carloadings, mdse, and misc. +  2
Apples....................................... . — 25 Group average..................... +  6
Peaches..................................... , — 33

Group average.................... . —  5 Average of 161 series.................. +  4

PER CENT

1919 to 1929; figure for 1929 preliminary (1923-1925 
average =  100 per cent)

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

The number of workers employed in New York State 
factories declined more than 2 per cent in November, 
reflecting curtailment in industrial production. Despite 
this decline, employment remained above the level of 
November 1928. In the country as a whole, employment 
declined more than 3 ^  per cent, in contrast to a usual 
November decline of about 1 per cent, and was slightly 
under the level of a year ago. In addition to the decline 
in factory employment in November, the usual decline in 
out-of-door activities, such as road construction and 
farm work, released large numbers of workers.

A  decline in the ratio between orders for workers 
and applications for employment at New York State 
employment bureaus gives further indication that em
ployment conditions are not as satisfactory as they were 
a few months ago. These figures, after holding fairly 
close to the level of a year previous until about the middle 
of November, subsequently declined much faster than 
they did a year ago, and toward the close of December 
were substantially under the levels of the corresponding 
weeks of 1927 as well as of 1928.

Wage data also give evidence of less satisfactory em
ployment conditions than prevailed a few months ago. 
Average weekly earnings of factory employees in New 
York State declined about as much as they did in Novem
ber 1927, probably due to part-time work in some fac
tories, and total wage payments showed an even larger 
decline. Both individual earnings and total factory pay
rolls, however, remained fairly high.

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 generally give evidence of a de
cline in business activity in November. Average daily 
carloadings dropped sharply, and after seasonal and 
growth allowance, loadings of merchandise and miscel
laneous freight were down to the level of December 1927, 
and loadings of bulk freight were the smallest since last 
March. Foreign trade was sharply curtailed in Novem
ber, and some decline is indicated also in the distribution 
of goods to consumers. Sales of chain stores, other than 
grocery chains, increased, after seasonal adjustment, but
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declines were shown in sales both of mail order houses 
and of department stores.

New corporations formed in New York State declined 
substantially in November, and after seasonal and 
growth allowance were the smallest since January 1921.

(Adjusted for seasonal variations and usual year-to-year growth)

1928 1929

Nov. Sept. Oct. Nov.

Primary Distribution
Car loadings, merchandise and misc........ 98 100 98 92
Car loadings, other...................................... 98 96 92 88
Exports........................................................... 103 97 100 85
Imports........................................................... 104 116 125 110
Panama Canal traffic.................................. 88 84 92
Wholesale trade............................................ 102 103 105 103

Distribution to Consumer
Department store sales, 2nd Dist............ 97 104 98 93
Chain grocery sales......................................
Other chain store sales................................

97 92 93 89
102 103 99 104

Mail order sales........................................... 106 134 119 115
Life insurance paid for................................ 99 111 99 104

95 103 100 96

General Business Activity
117Bank debits, outside of New York City. 108 116 116

Bank debits, New York C ity .................. 173 203 218 202
Velocity of bank deposits, outside of New

117 137 130York City.................................................. 135
Velocity of bank deposits, New York City 
Shares sold on N. Y . Stock Exchange.. .

191 242 244 189
393 426 540 239

Postal receipts............................................... 84 81 86 81
Electric power.............................................. 107 109r 109
Employment in the United States........... 100 103 102 100
Business failures........................................... 103 99 103 100
Building contracts, 36 States................... 118 99 92 92
New corporations formed in N. Y. State 115 107 108 87
Real estate transfers................................... 83 76 73 73

General price level....................................... 178 183 181 174
Composite index of wages......................... 224 229 228 226
Cost of living................................................ 172 173 173 172

r Revised

Production
A  general and substantial contraction in productive 

activity took place in November, and while the largest 
declines continued to be in the metal and automobile 
industries, it appears that most other industries also 
were less active than in October. Average daily output 
of steel ingots was reduced 19 per cent, and after al
lowance for the usual seasonal change and year-to-year 
growth was the lowest since December 1927. Among 
the other metal industries, average daily production of 
pig iron declined 8 per cent, copper 6 per cent, and zinc
3 per cent. The total output of passenger automobiles 
for the month dropped 41 per cent, substantially more 
than usual, and although output of motor trucks de
clined less than usual, the combined automobile index 
fell 27 per cent to the lowest level since December 1927.

Among the fuel industries, average daily output of 
crude petroleum was reduced 8 per cent in November, 
according to a preliminary calculation, and production 
of both bituminous and anthracite coal was also cur
tailed. Among the textile industries, mill consumption 
of raw cotton declined 8 %  per cent, and mill consump
tion of silk 7 per cent, whereas usually there is an in
crease in both. Other declines, after seasonal allowance, 
occurred in live stock slaughterings, in wool mill 
activity, and in production of cement, coke, boots and 
shoes, tobacco products, tires, and newsprint paper. Of 
the twenty-three indexes now available, reflecting activ
ity in most of the important industries, twenty showed

declines from October, and only three advanced; as 
compared with a year previous, seventeen declined, 
three were unchanged, and three advanced.

From trade reports and such current data as are 
available, it appears that productive activity was fur
ther curtailed in December. Steel ingot output, ac
cording to the “ Iron A ge,”  showed a decline which 
may approximate the 19 per cent drop of November ; 
this is considerably more than the usual seasonal decline, 
and would make the rate of activity the lowest since 
the summer of 1924. It also appears that activity in 
the automobile industry remained at a low level. Pro
duction of petroleum in the first three weeks of Decem
ber averaged slightly lower than for the month of 
November as a whole, but production of coal was larger. 
Cotton mill activity also was at a lower rate in Decem
ber than in November.

(Adjusted for seasonal variations and”usual year-to-year growth)

1928

Nov. Sept.

1929

Oct. Nov.

Metals
112 122 118 107
115 134 115 94

Copper, U. S. mines...................................... 121 115 115 106
103 107 104r 103
92 101 92 84

Tin deliveries................................................. 108 121 100 97

Automobiles
Passenger cars............................................... 80 112 93 61
Motor trucks................................................. 106 101 110 119

Fuels
Bituminous coal........................................... 88 88 88 83
Anthracite coal............................................. 112 102 112r 92

106 116 115 109
110 116 114 106p
101 103 106

Textiles and Leather Products
Cotton consumption.................................... 101 99 103 90
Wool mill activity........................................ 96 95 91 85p
Silk consumption.......................................... 109 102 116 105
Leather, sole.................................................. 114 101 107 115
Boots and shoes............................................ 97 114 113 97p

Foods and Tobacco Products
Livestock slaughtered................................. 98 108 101 97
Wheat flour................................................... 96 90 86 91
Sugar meltings, U. S. ports........................ 137 71 89
Tobacco products......................................... 102 107 107 102

Miscellaneous
122 118 113 109
129 89 91 72 p

Printing activity........................................... 110 110
Paper, total................................................... 110 102
Paper, newsprint.......................................... 97 86 90 88

104 103 103

p Preliminary r Revised

Department Store Trade
Preliminary reports on holiday trade obtained from 

the leading department stores in the metropolitan area 
of New York indicated sales in the first 24 days of De
cember about 2 per cent larger than the corresponding 
period last year. The number of stores reporting in
creases was about the same as the number reporting de
creases, but the increases in sales were somewhat larger 
than the decreases. Assuming that the final reports for 
December will also show an average increase of 2 per 
cent, total sales for the year will show an increase of 4 
per cent over those of the previous year, the largest in
crease since 1926.
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Final November department store reports showed 
sales in about the same volume as in November 1928, a 
more favorable comparison than was indicated by the 
preliminary reports covering the first half of the month. 
Apparel store sales, however, showed a decline from a 
year ago for the first time since April.

Stocks of merchandise on hand in department stores 
at the end of November were practically unchanged from 
those of a year previous. Collections on charge accounts 
remained slightly lower than in 1928.

Locality

Percentage 
change 

November 1929 
compared with 
November 1928

Per cent of 
accounts 

outstanding 
October 31 
collected in 
November

Net
sales

Stock 
on hand 
end of 
month 1928 1929

New York.............. ............................................ +  0 .7 +  1.3 54.7 52.3
Buffalo................................................................ —  2.4 —  0.6 54.4 50.3
Rochester........................................................... +  1.3 +  2 .7 44.8 43.3
Syracuse............................................................. —  5.8 +  6 .3 38.3 33.7
N ewark............................................................... —  0.8 —  5.1 45.9 46.1
Bridgeport.......................................................... —  0.9 +  3 .7 36.7 38.4
Elsewhere........................................................... +  2 .2 —  4.6 42.1 38.7

Northern New York State......................... —  4.1
Central New York State............................ —  2.3
Southern New York State......................... +  0 .6  

+  2.0  
+  6.6  
+  6.4

Hudson River Valley District..................
Capital District............................................
Westchester District....................................

All department stores............................. +  0 .3 +  0 .2 50.8 49.0

Apparel stores........................................... —  6.4 —  0.9 49.6 48.0

Sales and stocks in the principal departments are com
pared with those of a year previous in the following 
table.

Net Sales 
percentage change 

Nov. 1929 
compared with 

Nov. 1928

Stock on hand 
percentage change 

Nov. 30, 1929 
compared with 
Nov. 30, 1928

Toys and sporting goods.......................... + 12 .3  
+ 10 .8  
+  8.5

—  1.1
Books and stationery................................ +  8.4  

—  2.7Shoes........... ..................................................
Toilet articles and drugs........................... +  7.9  

+  7.8
—  4.7

Hosiery......................................................... +  5 .8
Women’s ready-to-wear accessories. . . . 
Women’s and Misses’ ready-to-wear. . . . 
Luggage and other leather goods...........

+  4 .4  
+  2.0  
+  1.4  
+  0.9

+ 10 .9  
—  6.6
+ 18 .0

Furniture...................................................... +  8.9
Linens and handkerchiefs......................... +  0 .1 —  3.2
Men’s and Boys’ wear.............................. —  0.4 —  7.5
Home furnishings........................................ —  0 .5 —  2.3
Cotton goods............................................... —  0.7 +  7.1
Men’s furnishings....................................... —  0.9 —  0.8
Silverware and jewelry.............................. —  1.1 + 12 .0
Woolen goods............................................... — 12.3 —  2.9
Silks and velvets......................................... — 15.0 — 17.1
Musical instruments and radio............... — 28.3 —  5.7
Miscellaneous............................................... —  3.8 —  7.3

Chain Store Trade
The total November sales of the reporting chain store 

organizations in this district were 13 per cent above those 
reported in November 1928. The increases reported in 
the sales of grocery, ten cent store, variety, and candy 
chains were the largest in at least three months. The 
drug and shoe chain systems also showed substantial in
creases in their sales as compared with last year.

After allowing for the change in the number of stores 
operated, however, the grocery and candy chains were

the only organizations that showed sales per store ma
terially larger than a year previous.

Percentage change November 1929 
compared with November 1928

Type of store
Number of 

stores
Total
sales

Sales per 
store

Grocery............................................... .. +  1.5  
+  9.0  
+ 11 .5  
+ 1 0 .4  
+ 3 5 .0  
—  0.4

+13 .1  
+  7.1  
+ 1 1 .9  
+  8.4  
+ 2 4 .4  
+  5.8

+ 1 1 .4  
—  1.7Ten cent.......................................................

Drug............................................................. +  0 .4  
—  1.8Shoe..............................................................

Variety......................................................... —  7.8
Candy........................................................... +  6 .2

Total......................................................... +  8 .0 + 1 2 .7 +  4 .4

Wholesale Trade
According to reports received from wholesale dealers 

in this district, November sales averaged 6 per cent 
smaller than a year previous, the largest decrease since 
June 1928. Drugs and stationery sales continued to 
show increases, quantity sales of silk goods were 
larger than last year although the value was smaller, 
and paper sales were about the same as last year, 
but all other lines showed decreases. The decrease in 
shoe sales was the largest in almost a year, and there 
were substantial declines in sales of men’s clothing, cot
ton goods, and hardware. Jewelry firms reported a con
siderable decrease in November, following increases in 
sales in recent months, and diamond dealers reported a 
decrease of nearly one-half from the sales of a year ago, 
the largest reduction in recent years.

Orders reported by the Machine Tool Builders’ Associ
ation were little more than half as large as in October 
and were nearly 40 per cent smaller than in November 
1928, doubtless reflecting the effects of the unusually 
sharp curtailment of industrial activity which occurred 
in November.

Stocks of groceries and drugs remained considerably 
larger than a year ago at the end of November, and 
stocks of cotton goods showed a small increase over 
last year, following a decrease in October; stocks of 
shoes, hardware, and diamonds and jewelry also were 
smaller than last year. Collections averaged a little 
slower than in November 1928, although there were ex
ceptions to this tendency in several lines.

Commodity

Percentage 
change 

November 1929 
compared with 
October 1929

Percentage 
change 

November 1929 
compared with 
November 1928

Per cent of 
accounts 

outstanding 
October 31 

collected 
in November

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1928 1929

Groceries........................ —  7.3 +  2.9 —  1.4 + 16 .1 68.1 69.5
Men’s clothing.............. — 45.5 —  8.8 34.7 34.4
Cotton goods................. — 22.6 —  6.7 — 12.8 + i.i
Silk goods....................... — 15.1* +  2 .9*  

+  6.9  
— 11.0

+  6 .3*  
— 13.7

—  0 .4* 48^9 46. i
— 18.7 — 14.8 45.7 42.3

Drugs.............................. — 25.0 + 18 .4
— 11.1

+ 1 3 .6  
—  3 .8

46.2 32.4
— 16.8 —  4.9 50.4 48.1

Machine tools**........... — 44.5 — 38.5
Stationery...................... — 13.4 +  4.1  

+  0.1  
— 46.0

62.4 68.2
— 11.5 63.0  

} 24.0
69.4  

} 24.3— 35.0 } +  2.4 I
— 22.7 — 21.7 > — 8.5

Weighted Average... — 22.2 —  6.2 50.4 49.2

* Quantity not value. Reported by 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 Eeserve Board)

TNDUSTEIAL production declined in November for the fifth consecutive
month and was below the level of last year. Retail sales at department 

stores continued in larger volume than a year ago. Wholesale commodity prices 
moved downward in November and the first half of December.

P roduction  an d  E m p l o y m e n t

Production in basic industries decreased by 9 per cent in November, 
according to the Board’s index, and was 5 per cent lower than a year ago. 
The decline in production, which began in midsummer, was restricted prior to 
November largely to industries in which the expansion during the earlier part 
of the year had been exceptionally rapid, particularly iron and steel, automo
biles, and related industries. The same industries showed the largest reduc
tions in November, but there were declines aiso in the copper, cotton and wool 
textiles, and shoe industries, and, in smaller degree, in silk textiles and coal. 
Production of crude petroleum was also curtailed. Volume of building con
tracts awarded during the month continued to be considerably smaller than in 
the corresponding period of 1928.

Employment in factories was also reduced during November to a level 
slightly below a year ago, and there was a somewhat larger decrease in factory 
payrolls. The decline in employment since midsummer, however, has been 
relatively smaller than that in the physical volume of production. Employment 
was in smaller volume than in November a year ago in the automobile, iron 
and steel, lumber, and rubber products industries, and larger in the machinery, 
textiles, paper and printing, leather, and chemicals industries.

D istribu tio n

Distribution of commodities, as measured by freight-car loadings, was in 
smaller volume in November than in October, reflecting larger-than-seasonal 
decreases in most classes of freight. Miscellaneous freight in less-than-carload 
lots, however, which includes chiefly commodities for retail trade, showed the 
usual seasonal change.

Department store sales in leading cities during the month were about one 
per cent larger than last year, according to preliminary reports. Increased 
sales were reported in four agricultural districts—Eichmond, Kansas City, 
Dallas, and San Erancisco. In certain of the large industrial districts—Boston, 
New York, and Cleveland—sales were approximately the same as in Novem
ber 1928.

W h o le sa le  P ric es

Wholesale prices were at a lower level in November than in October and 
continued to decline during the first half of December. The downward move
ment, which had previously involved principally commodities with organized 
exchanges, became general during the latter part of the period.

B a n k  Credit

Liquidation of bank credit, which had begun early in November, continued 
throughout that month and the first two weeks of December, and on December11 total loans and investments of reporting member banks were at about the 
same level as on October 23, prior to the increase caused by the withdrawal of 
funds by non-banking lenders. At member banks in New York City loans were 
somewhat larger and investments considerably larger on December 11 than on 
October 23, while at reporting banks outside New York loans on securities, all 
other loans, and investments were smaller than on that date.

Eeserve Bank credit outstanding was also reduced during November and 
the first two weeks of December, largely in consequence of reduction in bal
ances of member banks at the Eeserve Banks, which accompanied the liquida
tion of member bank credit. The decrease in reserve balances released reserve 
funds in more than sufficient volume to meet the export demand for gold 
amounting to $65,000,000 during the period, as well as the seasonal currency 
requirements. Between November 6 and December 18, United States security 
holdings of the Eeserve Banks increased considerably, while their holdings of 
acceptances declined somewhat, and there was a reduction of $250,000,000 in 
the indebtedness of member banks.

Money rates in the open market continued to decline and the discount rate, 
which had previously been reduced at five Eeserve Banks, was lowered at the 
Kansas City Bank from 5 to ±y2 per cent.
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of Credit and Business Conditions
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Federal Eeserve Agent Federal Eeserve Bank, New York February 1 , 1930

Money Market in January
The principal credit development of the past month 

has been a reduction in member bank indebtedness at the 
Reserve Banks to the smallest amount in two years. The 
average borrowings of New York City banks from the 
Federal Reserve Bank of New York during the last two 
weeks of January were, in fact, the smallest in several 
years, and on two days, the 14th and the 30th, all of the 
larger New York City banks were entirely out of debt 
at the Reserve Bank for the first time since November 
1924. Considerable reductions in borrowing occurred 
in other districts and the total of member bank borrow
ing at all twelve Reserve Banks was reduced to an 
average figure between $400,000,000 and $450,000,000 in 
the second half of the month.

In the latter part of 1929 some reduction of member 
bank indebtedness had been accomplished chiefly with 
funds made available by Reserve Bank purchases of bills 
and Government securities in the open market. In Janu- 
ary such purchases were discontinued and the principal 
factor in the reduced dependence of member banks on 
the Reserve Banks was the seasonal return of currency 
from circulation to the commercial banks and the re- 
depositing of this currency at the Reserve Banks for

credit to the reserve accounts of member banks. The 
total net return of currency in this fashion between 
Christmas and January 25 amounted to over $450,000,- 
000 which was about the usual seasonal return flow. Of 
this currency return between one-quarter and one-third 
occurred in this district and the remainder in other 
districts.

Another factor in the repayment of bank indebtedness 
was a further liquidation of credit in January. This 
liquidation was largely seasonal and included the retire
ment of temporary credit extended by the banks over 
the year-end, though there was also a sizable reduction 
in security loans and a reduction as well in other loans, 
mostly commercial.

While money rates continued in January the decline 
begun in preceding months, this decline was perhaps less 
than might have been anticipated from the considerable 
reduction in the borrowing of banks in New York City. 
There was little evidence in the money market of any 
free surplus of funds.

Ordinarily there has been in recent years a close rela
tionship between money rates and the amount of indebt
edness of member banks at the Reserve Banks. This 
relationship is illustrated in the accompanying chart 
which compares member bank indebtedness with the

1923 1924 1925 1926 1927 1928 1929 1930
Member Bank Discounts at Federal Reserve Banks, Compared with Open Market Commercial Paper Rates
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changes in commercial paper rates in the open market 
which are typical of changes in money rates generally. 
While the money rate line has declined in January it has 
not declined as rapidly as the line for the indebtedness 
of member banks. This departure of the two lines is in 
part due to a sluggishness of movement of money rates, 
particularly at times like the present when the financial 
community has recently been through a trying experi
ence and is unusually cautious in its operations.

There is a still further reason why no free surplus of 
funds has appeared in New York despite the general 
liquidation of Federal Reserve discounts. That reason 
is to be found in part in a smaller transfer of funds to 
New York this January than usual. The funds season
ally released in the other parts of the country, princi
pally by the return to the banks of Christmas currency, 
appear to have been applied more largely than is usual 
to the repayment of bank indebtedness in other Reserve 
districts instead of being transferred to New York.

Money Rates at New York

Jan. 31, 1929

Stock Exchange call loans.......................
Stock Exchange 90 day loans.................
Prime commercial paper..........................
Bills— 90 day unindorsed. . • ...............
Customers’ rates on commercial loans.. 
Treasury certificates

Maturing March 15 (yield).................
Maturing June 15 (yield)....................

Treasury bills
Maturing March 17 (offered).............

Federal Reserve Bank of New York re
discount rate.......................................

Federal Reserve Bank of New York 
buying rate for 90 day bills...........

*6-8
7H
5H
5

t5.51

4.38
4.73

Dec. 31, 1929 Jan. 31, 1930

*5M-6
4X-5

5
4

15.57

2.40
2.98

2 %
4H
4

*4-4 X  
4H 4^-5 
3 Vs 
f5.41

3.35
3.72

3 H  

4H
4

MILLIONS OF DOLLARS 
1800i

1200

600

1928 1929

* Range for preceding week
t  Average rate of leading banks at middle of ont.h

Another factor in the situation operating against any 
great ease in money conditions is to be found in the posi
tion of the bill market. Partly as a consequence of 
unusually large drawings of bills, and partly due to a 
reduced demand for bills from the extraordinary situa
tion in November and early December, the bill dealers 
found themselves with extraordinarily large portfolios of 
bills, and as a consequence continued to obtain a large 
amount of funds from the Reserve Bank by the sale of 
bills under repurchase agreement. Under these condi
tions any surplus funds appearing in the market were 
promptly utilized by the acceptance dealers to pay to 
the Reserve Banks in reduction of these sales contracts. 
Detailed conditions in the bill market are discussed in 
the following paragraph.

B i l l  M a r k e t

The supply of bills coming into dealers ’ hands during 
the first part of January continued in substantial vol
ume, and materially exceeded the general investment 
demand, with the result that dealers’ portfolios increased 
further to a larger figure than ever before. Reflecting 
this situation, the open market rate for bills up to 90 
day maturity, after being reduced to 3 %  per cent at the 
opening of the new year, reverted January 13 to the 
4 per cent level previously in effect. Subsequently, the 
supply of bills offered to the discount market diminished, 
and there was some increase in investment demand. As 
a consequence dealers’ portfolios were reduced substan
tially from the high level of earlier in the month. On 
January 31 there was a general reduction of %  per cent,

Outstandings of Bankers Acceptances, Classified as to Principal 
Types of Underlying Transactions, at Close of Each Month of 

1928 and 1929

the offering rate for 90 day bills once more becoming 
3 %  per cent.

During January, the Reserve System’s holdings of 
bills showed a net decline of $134,000,000, following an 
increase of $135,000,000 for the month of December. 
Approximately half of the January decline represented 
the retirement of bills held at the New York Reserve 
Bank under repurchase agreements from dealers and 
the balance constituted an excess of maturities over out
right purchases.

As a result of a further increase of $75,000,000 during 
December, the volume of American bankers acceptances 
outstanding reached a total of $1,732,000,000 on Decem
ber 31, 1929, an amount nearly $450,000,000 larger than 
the outstandings at the end of 1928, and $650,000,000 
above the December 1927 figure. The accompanying dia
gram indicates the principal factors in the large increase 
in total outstandings during the past two years. As is 
shown in the diagram, acceptances based on goods stored 
in or shipped between foreign countries during this 
two year period showed the largest growth, amounting 
to $310,000,000, or close to half of the total increase. 
Acceptances arising from export transactions, although 
fluctuating widely according to the season, had the next 
largest net increase during the period, amounting to 
$133,000,000. Smaller increases occurred in domestic 
warehouse and in import acceptances, and also in the 
other classes of acceptance credits— domestic shipments 
and dollar exchange transactions.

C o m m e r c i a l  P a p e r  M a r k e t

The investment demand for commercial paper in
creased progressively throughout January, and around 
the middle of the month there was a reduction in the 
prevailing range for prime names to 4 % -5  per cent, the 
lowest level since the middle of 1928. Sales of paper 
were reported to have been rather widespread among 
the banks outside of New York City, and in fact there 
were indications that the bank inquiry for paper was of 
such proportions that more paper could have been dis
posed of by the dealers, had the additional supply been 
available. In general, new acquisitions of paper passed 
quickly from dealers’ to investors’ portfolios.
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The January increase in the volume of open market 
commercial paper followed three months of advancing 
totals of outstanding paper. On December 31, 1929, the
22 reporting firms had $334,000,000 of commercial paper 
outstanding, an amount 6 per cent above the November 
30 figure, and 26 per cent above the September low point 
of the year, although still 13 per cent below the out
standings of a year previous.

Foreign Exchange
The weakening tendency in certain European ex

changes after Christmas was extended after the turn of 
the year, so that currencies declined early in January 
below the points at which gold could profitably be ex
ported from New York. The tabulation below indicates 
the rather general decline during January, but shows 
that most of the leading exchanges remained well above 
the levels of a year ago.

Country
Cable Rates

January 31, 1929 December 31,1929 January 30, 1930

Belgium.............................. $ .1390 $ .1400 $ .1393
England.............................. 4.8481 4.8816 4.8663
France................................. .0391 .0394 .0393
Germany............................ .2374 .2390 .2390
Italy..................................... .0524 .0524 .0523
Netherlands....................... .4007 .4036 .4015
Spain................................... .1602 .1339 .1325
Sweden................................ .2673 .2692 .2685
Switzerland........................ .1923 .1943 .1930
Canada................................ .9973 .9884 .9896
Argentina............................ .9580 .9416 .9025
Brazil................................... .1194 .1120 .1137
Japan................................... .4535 .4912 .4914
Shanghai, tael.................... .6300 .5163 .4925

Gold Movement
The outflow of gold which began in October continued 

with a shipment of $8,500,000 to France on January 3, 
making in all a total of $74,000,000 to that country in 
the current movement. As a result of the general decline 
in European exchanges, however, there were no other 
exports during the month. Imports of $5,000,000 were 
received from Brazil, and $1,000,000 from Colombia; 
these and minor arrivals brought imports up to $7,200,- 
000 which, with total exports of $8,900,000 and a de
crease of $2,500,000 in gold earmarked for foreign 
account, resulted in a net gain of $800,000 of gold for 
the month.

Since the first of the year the Bank of England has 
added more than £4,000,000 to its gold stock, bringing 
the total up to over £150,000,000. An estimate of the 
gold received at the bank during January is as follows: 
£2,000,000 from Australia; £1,900,000 from Argen
tina; £500,000 South African sovereigns paid into the 
bank; £900,000 secured in the open market. Withdraw
als from the bank for export were negligible, but France 
obtained £900,000 of open market gold, and Germany 
£550,000.
Central Bank Rate Changes

Eight European central banks and one South Ameri
can institution lowered their official discount rates 
during January, thus continuing the trend toward lower 
money rates which has been apparent since last October: 
there were no changes upward.

On January 1 the National Bank of Belgium reduced

its rate from 4 %  to 3 %  per cent, the lowest rate fixed 
by this bank since the war. The last prior change was a 
reduction from 5 per cent to 4 %  per cent on Novem
ber 14. During the year 1929 the National Bank of 
Belgium added about $37,600,000 of gold and at the 
same time maintained its foreign exchange reserve prac
tically unchanged. The total reserves of this bank were 
$248,500,000 on January 2, 1930. This, with notes and 
sight deposits totaling $420,600,000, gave the bank a 
reserve ratio of 59.1 per cent, gold cover alone amounting 
to nearly 39 per cent of notes and sight deposits.

The Swedish Riksbank’s rate was reduced from 5 to 
4Y2 per cent, also on January 1, following a reduction 
from 5y2 to 5 per cent on December 13. As compared 
with a year earlier, the statement of the Swedish bank 
of issue for the end of December 1929 shows an increase 
of over $15,000,000 in gold and foreign exchange, with 
liabilities practically unchanged.

On January 14 the Reichsbank rate was reduced from 
7 to 6y2 per cent, following a reduction from l x/ 2 to
7 per cent on November 2, 1929. The German bank rate 
is now back to the level of one year ago. The Reichsbank 
gold reserve is still $100,000,000 short of the $650,000,- 
000 held last January, but its reserve of foreign ex
change is about $60,000,000 greater, and the ratio of its 
total reserves to notes and sight liabilities is reported on 
January 23 as 68 per cent.

The Netherlands Bank lowered its rate from 4y2 to
4 per cent on January 16, the third reduction since 
November 1, 1929. The current rate is the lowest fixed 
by this bank since October 1925. After some loss of gold 
and a considerable decline in devisen during the spring 
of last year, the Netherlands Bank has again recovered 
the international assets it held at the beginning of 1929, 
and its ratio of gold to notes and demand deposits was 
55.4 per cent on January 13.

The official rate of the Austrian National Bank was 
reduced on January 25, from i y 2 to 7 per cent, as com
pared with a 1929 peak rate of 8y2 per cent on Septem
ber 28. Between November 23 and January 7 the gold 
stock of the Austrian National Bank remained un
changed, but its devisen reserves increased $2,400,000 
and its non-reserve exchange holdings increased $1,980,- 
000. Notes in circulation and deposits are at a higher 
level than a year ago, but the reserve ratio of January 7, 
1930 was 39.1 per cent as against 41.1 per cent one year 
earlier.

Also on January 25, the National Bank of Hungary 
lowered its rate from i y 2 to 7 per cent, following a re
duction from 8 to 7 %  per cent on November 4. This 
bank’s gold stock has remained unchanged at $28,500,000 
since July 1929. Its foreign exchange holdings fluctu
ated a good deal and have tended to decline, but com
mercial deposits are down by more than 50 per cent from 
a year ago, while the note circulation is at the same 
level, so that the ratio of cover, at 42.2 per cent, is down 
only 1 per cent from a year ago.

Effective January 31, the Bank of France lowered its 
discount rate from 3y2 to 3 per cent, which is the lowest 
official bank rate prevailing in Europe. Throughout the 
first nine or ten months of 1929 some monetary strin
gency was reported in Paris, despite continued acquisi
tion of gold and a corresponding increase in the note
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circulation. This stringency was attributed in the main 
to unusually heavy collection of both direct and indirect 
taxation, which had in recent months immobilized, in the 
Treasury and Amortization Office accounts at the Bank 
of France, between 13 and 14 billion francs. Beginning 
early in October the Amortization Office began to put 
funds into the Paris market by the progressive redemp
tion of various floating debt issues of the French Gov
ernment. From a peak of 7,003 million francs on 
October 11, its deposit account at the central bank 
declined to 3,432 million on January 24, 1930. The effect 
of this alleviation is seen in a decline in bills discounted 
at the Bank of France from a peak of 10,620 million 
francs on November 29, to 8,584 million on December 27, 
when year-end preparations ordinarily increase borrow
ings at the central bank, and to 6,555 million francs on 
January 17, the lowest level since June 21, 1929. Per
sistent ease has been reported by the Paris money market 
since the first of the year, and private rates have tended 
to weaken.

Effective January 31, the Bank of Poland reduced its 
discount rate from 8 %  to 8 per cent, which follows a 
reduction from 9 to 8 %  per cent on November 15. On 
January 10 of this year the Bank of Poland held re
serves of $123,400,000 and had total sight liabilities of 
$196,400,000, its reserve ratio standing at 62.8 per cent.

On January 14 the Central Bank of Ecuador lowered 
its discount rate for member banks from 10 to 9 per cent 
and its rate to the public from 11 to 10 per cent, the 
higher rates having been in force since April 13, 1929.
New Financing

Complete figures for the year indicate that flotations 
of new securities by domestic corporations in 1929 
reached a total of $9,400,000,000, as compared with 
$6,900,000,000 in 1928, and $6,500,000,000 in 1927. 
Issues for new capital purposes aggregated $8,000,- 
000,000, an increase of $2,700,000,000 over 1928 and of 
$3,400,000,000 over 1927. On the other hand, refunding 
issues of $1,400,000,000 in 1929 were $200,000,000 
smaller than in 1928, and $500,000,000 below the total 
for 1927, which was the recent high point of refunding 
operations. The increase in new capital issues over
1928 occurred entirely in financing by means of stock 
issues, which, due largely to the marked growth of invest
ment trust and financial trading and holding company 
financing, reached the heretofore unapproached figure 
of $5,900,000,000, an amount twice as large as in 1928. 
In the accompanying diagram is shown the very large 
expansion in stock offerings during the first nine months, 
which, notwithstanding the sharp contraction in the final 
three months of the year, resulted in the exceptionally 
high total for the year.

Domestic corporate bond issues, exclusive of refunding 
operations, were about $300,000,000 smaller than in 
1928, reflecting the difficulty of distributing bonds dur
ing the past year. State and municipal financing con
summated during 1929 totaled slightly larger than in 
the previous year, but there was a complete absence of 
farm loan bond issues.

The market in this country for foreign security offer
ings was also affected adversely during the past year by 
the high money rates and slow bond market that pre-

MILLIONS OF DOLLARS

vailed during much of the time. In the second half of
1928 there had been some decline in foreign financing 
which had caused the total for the year to be moderately 
below that of 1927, and in 1929 a continuance of this 
condition resulted in a total volume of foreign borrow
ing here which was not greatly in excess of one-half 
billion dollars, or less than half the 1928 total. In addi
tion, however, there were some flotations by American 
companies, the proceeds of which were to be employed 
abroad. The comparative monthly figures for 1928 and
1929 given in the following table represent net amounts 
after deducting refunding securities, issues of United 
States insular possessions, and also financing by Ameri
can incorporated companies which employed the pro
ceeds of the loans in foreign countries.

Foreign Issues Floated In United States 
(In millions of dollars)

1928 1929

87 25
98 30

March................................................... 114 67
April...................................................... 109 o
M ay....................................................... 211 52

182 173
July........................................................ 46 36
August................................................... 0 28
September............................................ 92 18
October................................................. 68 58
N ovember............................................. 65 38
December............................................. 47 30

TOTAL.................................... 1,119 555

In January, there was a large increase in offerings 
of domestic bonds, following a moderate increase in 
December. Whereas the increase in December repre
sented chiefly State and municipal borrowings, in 
January corporate issues were the principal class. From 
a preliminary compilation of the January issues, it 
appears that total domestic bond flotations reached one 
of the largest amounts on record and were more than 
twice as large as in January 1929. Included in the 
corporate offerings were several large railroad issues and 
a number of sizable public utility issues, the largest of 
which was the $150,000,000 bond flotation of the Ameri
can Telephone & Telegraph Company. Foreign security 
offerings were in even smaller volume than in immedi
ately preceding months.
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Following a short upswing in the last week of Decem
ber, stock prices moved irregularly during the first three 
weeks of January with only a slight upward tendency 
indicated by representative averages, but in the final 
week prices moved moderately higher and closed the 
month at a level slightly above the highest point reached 
on the recovery which culminated on December 7. In 
relation to the lowest level reached on the October- 
November break, prices at the end of January were 
approximately 29 per cent higher. The irregular move
ment of stock prices was accompanied by a much reduced 
volume of trading during most of the month. Daily 
turnover on the New York Stock Exchange, following 
some reduction in December, was reduced for several 
weeks to an average of about 2 to 2y2 million shares, 
which is the smallest volume since the summer of 1928 
and follows more than a year when trading much of the 
time was from 4 to 5 million shares daily. Somewhat 
more active trading, however, accompanied the advance 
of prices toward the end of January.

Domestic corporation bond prices, after declining 
during most of December, advanced moderately in the 
first half of January, but after the middle of the month 
receded to a position not greatly above that of the open
ing of the month. The failure of bond prices to continue 
to advance probably reflected in part the large volume 
of new bond issues that was floated during this period. 
In United States Government long-term bonds little net 
advance occurred in the first part of the month and after 
the 10th of January a decline of %  of a point occurred, 
bringing the average price of these bonds down to a level 
1 %  points below the early December high and to the 
lowest point since late October. Foreign bond prices 
had a gradual moderate advance throughout the greater 
part of the month.
Foreign Trade

The value of both exports and imports of merchandise 
continued to decline during December, though the 
decreases were smaller than in the previous month. 
Exports, valued at $434,000,000, were $8,000,000 less 
than in November and $42,000,000 less than a year ago. 
Imports, valued at $311,000,000, were $28,000,000 less 
than in November and were also less than in December 
of any year since 1923. Each major classification of 
exports and imports was smaller in value than in 
December 1928. In the case of exports, the heaviest 
decline occurred among crude materials, whereas in the 
case of imports the largest decline occurred among partly 
and wholly manufactured products. Compared with a 
year ago, the decline in import and export values is 
accounted for at least partially by the decrease in com
modity prices.

For the calendar year 1929, exports were valued at 
$5,248,000,000, or about 2 per cent more than in 1928. 
Imports were valued at $4,401,000,000, or nearly 8 per 
cent more than the comparatively low total for 1928. 
Thus, the export balance was reduced from $1,037,- 
000,000 in 1928 to $848,000,000 in 1929. For the year 
as a whole, the groups comprising manufactured and 
semi-manufactured exports showed gains over 1928, but 
since the peak in March of last year, there has been a

Security Markets MILLIONS OF DOLLARS

Monthly Exports of Finished Manufactures and All Other Exports

general declining tendency in exports of finished prod
ucts, as the accompanying diagram indicates. The value 
of exports of crude materials and foodstuffs declined 
$176,000,000 from the year previous, owing chiefly to 
a considerable reduction in shipments abroad of farm 
products, raw cotton, and grains. Nearly all groups of 
imports showed gains in value over the year previous, 
the largest of which was for semi-finished manufactures. 
There was also a considerable gain in the value and 
volume of raw silk imported. Crude rubber was received 
in much larger quantity, but the value was reduced by 
lower prices.
Building

As a result of a further 19 per cent decline from the 
November total, the volume of building contracts in the 
37 States covered by the F. W . Dodge Corporation 
report reached in December a figure smaller than at any 
time since the beginning of 1925, and 37 per cent below 
the December 1928 total. The reduction from November 
to December was primarily due to decreases in commer
cial building contracts from the unusually large Novem
ber total. A ll of the principal classes of building 
contracts, with the exception of industrial building, were 
smaller in the last month of 1929 than in December 1928. 
Contracts awarded in the New York and Northern New 
Jersey district were 31 per cent below the November 
total and 17 per cent smaller than a year previous.

The volume of construction contracts in the 37 States 
east of the Rockies recorded during 1929 was 13 per cent 
less than in 1928 and 9 per cent below the 1927 volume. 
The totals for these three years and the distribution 
according to the principal types of building work are 
shown in the second part of the diagram on the next page. 
This indicates that the slowing down of building activity 
was due in large measure to a decrease of nearly one- 
third in residential contracts from 1928 to 1929, and 
also to some reduction in public works and utilities 
projects, the total of which was about 7 per cent less in
1929 than in the preceding year. An increase of 11 
per cent in commercial and industrial building offset 
only a small part of the decreases that occurred in the 
other classes of contracts.
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N. Y & NORTHERN N.J. 37 STATES
1.814

1927 1928 1929 1927 1928 1929
Building Contracts Awarded in the New York and Northern New 

Jersey District, and in 37 States, as Reported by the F. W .
Dodge Corporation for 1927, 1928, and 1929, Classified by 

Type of Construction; In Millions of Dollars

The first part of the diagram shows a similar situation 
in the New York and Northern New Jersey district. 
Total contracts were 19 per cent smaller than in 1928, 
and 13 per cent less than in 1927. In this district also, 
a decline of 37 per cent in residential building was 
the principal factor in the reduced activity, though 
public engineering work was 9 per cent smaller than in
1928. On the other hand, commercial and industrial 
work was about 15 per cent larger.

Reports of building contracts awarded during the first 
three weeks of January indicated that construction 
activity in general was somewhat higher than in Decem
ber, but continued below the level of a year previous.

Employment and Wages
A  further decline of more than seasonal proportions 

occurred in factory employment in December, reflecting 
the continued curtailment of manufacturing production. 
In both New York State and the country as a whole, 
the decline from the middle week of November to the 
middle week of December amounted to between 3 and 4 
per cent, wThereas according to this bank’s calculations 
the decline usually averages around %  per cent. This 
bank’s adjusted indexes consequently declined further; 
the New York State index declined to 96 per cent of the 
1925-1927 average, as compared with a high of 103 per 
cent last July, and was slightly lower than in December
1927. The index for the country as a whole was below 
the lowest levels reached during the 1927-1928 recession, 
and was, in fact, the lowest since 1924.

During the months of November and December, the 
representative New York State factories which are 
included in the reports of the State Department of 
Labor released more than 30,000 workers, which means 
that for all factories in the State there was probably a 
decline of about 60,000 in the number employed. For 
the country as a whole, the number laid off since Septem
ber probably exceeded 700,000 workers. In addition to 
the more than seasonal decline in factory employment, 
large numbers of workers were released by the cessation

of road building and farm work and a further decline 
in building activity.

The State employment bureau reports some improve
ment in employment conditions in January. Whereas 
usually there is a seasonal decline in New York State 
employment between the middle of December and the 
middle of January, this year there is some indication 
of a decline of less than seasonal proportions or even 
a slight increase. In the second half of the month the 
trend was distinctly upward. This increase included 
particularly the metal and textile industries. There 
appears to be more unemployment this winter than 
there was in 1929, but conditions generally are reported 
to be better than two years ago.

Factory payrolls in New York State declined substan
tially in December, and for the first time since October
1928 were under the level of a year previous.

According to a calculation made by this bank, based 
on reports received from about twenty large employers 
of varied types of unskilled workers in this district, 
the average hourly hiring rate for unskilled labor was 
slightly higher on January 1, 1930 than a year previous. 
This increase in hourly wages, together with an increase 
in the average number of hours worked, raised the full
time weekly earnings of unskilled labor to a new high 
level about 2 per cent above a year ago. The reports 
generally indicated a surplus of unskilled labor; some 
of the reports stated that there was a surplus of skilled 
labor also, while other concerns reported that it was 
difficult to secure certain types of skilled labor.

Production
Production in leading industries was curtailed further 

in December, but it appears that the decline was some
what less severe than that of November. This is indi
cated by the accompanying chart, which compares 
movements during the past three years of the index of 
industrial production computed by the Federal Reserve 
Board. This index, which is adjusted for the usual 
seasonal fluctuations of industry but not for year-to-year 
growth, indicates that the 1929 decline from the high 
level of last spring to December was much more severe 
than the recession of 1927, and carried industrial out
put down to about the level of November of that year.

Production of automobiles declined 45 per cent from 
November to December, and was 49 per cent below the 
level of a year previous. The severity of this decline was 
due largely to changes of model and temporary suspen
sion of operations on the part of one very large producer, 
following substantial curtailment by other makers in the 
previous month.

Pig iron output declined substantially further in 
December to the lowest level since December 1927, and 
output of steel ingots was the lowest since October 1924. 
In the case of copper, however, the December decline 
was of only seasonal proportions, and zinc output and tin 
deliveries were down only slightly further, after seasonal 
allowance. Among other industries, there was a further 
contraction in mill consumption of cotton and of silk, 
in live stock slaughterings, in meltings of cane sugar, 
and in production of petroleum and wheat flour, while 
the only increases, after seasonal allowance, occurred in 
production of cement and of coal. The higher activity in
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PER CENT

Index of Industrial Production Computed by the Federal Reserve 
Board, Adjusted for Seasonal Variations (1923-25  

average =  100 per cent)

the coal industry may be at least partly ascribed to the 
unusually cold weather of December.

While there has been increased activity in a number 
of lines in January, it is not clear whether such increases 
in the aggregate have exceeded the usual seasonal gains 
in activity. Operations in the steel industry appear to 
have increased in about the usual seasonal proportions 
from the low level of December. A  slow upward trend 
in automobile output was reported during the month, 
but the total for the month as a whole has probably not 
been very large. There are some indications of a fur
ther contraction in copper output in January, a month

(Adjusted for seasonal variations and usual year-to-year growth)

1928

Dec.

1929

Oct. Nov. Dec.

M  etals
Pig iron........................................................... 114 118 107 95
Steel ingots.................................................... 122 115 94 86
Copper, U. S. mines.................................... 124 115 107r 106
Lead................................................................ 100 104 103 94
Zinc................................................................. 89 92 84 83
Tin deliveries................................................ 121 100 97 94

Automobiles
Passenger cars............................................... 95 93 61 39
Motor trucks................................................. 83 110 119 74

Fuels
Bituminous coal........................................... 84 88 84r 88p
Anthracite coal............................................. 92 112 92 114p
Coke................................................................ 109 115 llOr 104
Petroleum...................................................... 113 114 105 104p
Gasoline......................................................... 103 106 100

Textiles and Leather Products
Cotton consumption.................................... 98 103 90 80
Wool mill activity........................................ 92 91 84 76
Silk consumption......................................... 114 116 105 103
Leather, sole................................................. 104 107 114 109
Boots and shoes........................................... 84 113 99 85p

Foods and Tobacco Products
Livestock slaughtered................................. 104 101 97 95
Wheat flour................................................... 93 86 91 82
Sugar meltings, U. S. ports....................... 117 89 103 92
Tobacco products........................................ 103 107 102 103

Miscellaneous
Cement........................................................... 126 113 109 111
Tires................................................................ 118 91 73 66p
Printing activity.......................................... 110 106
Paper, total................................................... 102 108
Paper, newsprint.......................................... 89 90 88 86
Wood pulp..................................................... 99 103

when production usually increases. Average daily pro
duction of crude petroleum tended to increase, while out
put of coal declined. The indications as to other in
dustries are not clear enough to justify a conclusion.

Indexes of Business Activity
This bank’s indexes give evidence of a further decline 

in business activity in December. Car loadings of mer
chandise and miscellaneous freight declined more than 
usual; loadings of heavy bulk freight, however, showed 
only about the ordinary seasonal decline. Foreign trade 
of this country declined, instead of showing the cus
tomary seasonal increase, and sales of chain stores, other 
than stores belonging to grocery chains, increased less 
than usual. Sales of department stores were in mod
erately good volume in December, however, following the 
November decline, and the amount of life insurance paid 
for increased more than usual. The number of new 
corporations formed in New York State, though remain
ing at a relatively low level, showed practically no fur
ther decline in December.

In the first half of January, average daily car loadings 
of merchandise and miscellaneous freight increased 
slightly, whereas usually there is a small decline. Load
ings of heavy freight increased about in accordance with 
the expectation for this time of year.

(Adjusted for seasonal variations and usual year-to-year growth)

1928 1929

Dec. Oct. Nov. Dec.

Primary Distribution
Car loadings, merchandise and misc....... 95 98 92 87
Car loadings, other...................................... 91 92 88 88

89 100 85 82p
106 125 113 lOlp

Panama Canal traffic.................................. 86 92 84
Wholesale trade............................................ 98 105 103 96

Distribution to Consumer
Department store sales, 2nd Dist............ 101 98 93 100
Chain grocery sales..................................... 93 93 89 92
Other chain store sales............................... 108 99 104 101
Mail order sales............................................ 113 119 115 122
Life insurance paid for............................... 103 99 104 107
Advertising.................................................... 93 100 96 93

General Business Activity
Bank debits, outside of New York City. 115 116 117 103
Bank debits, New York City. . ...............
Velocity of bank deposits, outside New

183 218 202 138

York City..................................................
Velocity of bank deposits, New York

121 137 130 115

City............................................................. 201 244 189 139
Shares sold on N. Y. Stock Exchange.. . 330 540 239 289
Postal receipts.............................................. 89 86 81 85
Electric power............................................... 103 110 104
Employment in the United States........... 100 102 99 r 97
Business failures........................................... 96 103 100 100
Building contracts, 36 States.................... 111 92 92 74
New corporations formed in N. Y. State 112 108 87 86
Real estate transfers.................................... 85 73 73

General price level*..................................... 178 181 174 174
Composite index of wages*........................ 226 228 226 227
Cost of living*.............................................. 171 173 172 172

p Preliminary r Revised

p Preliminary * 1913 average=100 r Revised

Department Store Trade
Final reports on department store sales in December 

showed an increase of about 1 per cent over a year 
previous in the metropolitan area, as compared with pre
liminary indications of a 2 per cent increase. For the 
district as a whole, there was a decrease of less than 1 
per cent. Total sales for 1929 were 3 per cent higher than 
in 1928. The leading apparel stores reported a 10 per
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cent decrease in sales during December, and the 1929 
yearly sales were less than 2 per cent above those of the 
year 1928.

Stocks of merchandise on hand at the end of Decem
ber, and the rate of stock turnover during the month 
were practically the same as a year previous, but for the 
full year the rate of stock turnover was higher than in
1928. The rate of collections on charge accounts during 
December continued to be slightly lower than a year ago.

Locality

Percentage 
change 

December 1929 
compared with 
December 1928

Per cent of 
charge 

accounts 
outstanding 

November 30 
collected in 
December

Percentage 
change 

year 1929 
compared with 

year 1928

Net
sales

Stock 
end of 
month

1928 1929 Net
sales

Stock
on

hand

New York.......................
Buffalo.............................
Rochester........................
Syracuse..........................
Newark............................
Bridgeport......................
Elsewhere........................

Northern N. Y . State 
Central N. Y. State.. 
Southern N. Y. State 
Hudson River Valley

District...................
Capital District.........
Westchester District.

+  0 .7
—  7.8
—  2.3
—  4.8
—  0.9
—  5.5
—  2.3  
— 13.0
—  4.5
—  2.0

—  3.3
+  3.9
—  2.4

+  2.3
—  3.1
—  5.9  
+  6.2
—  5.8
—  4.3
—  2.5

48.3
52.1
41.2

33'.4
40.3 
35.8

46.8
50.2 
37.5

35’.i
38.2
34.8

+  3 .6
—  0.5
—  0.5
—  0.7  
+  4.3  
+  0.4  
+  0.9
—  6.7
—  1.1 
+  2.2

+  1.0
+  3.8  
—  2.7

+  1.9 
—  1.6 
+  0.4  
+  5.6  
+  2.1  
+  3.4  
—  2.8

All department stores —  0.5 +  0 .4 44.3 43.4 +  3.1 +  1.4

— 10.2 —  3.9 48.9 45.9 +  1.3 —  1.1

Sales and stocks by departments are compared with 
December 1928 in the following table.

Net sales 
percentage change 

December 1929 
compared with 
December 1928

Stock on hand 
Percentage change 
December 31, 1929 

compared with 
December 31, 1928

Toys and sporting goods....................... b 7.2 +  2 .8
Women’s and Misses’ ready-to-wear.. - 6.2 -b 2.1
Toilet articles and drugs....................... - 5.2 +  1.2
Books and stationery............................. b 4.1 + 22 .9
Cotton goods........................................... - 3.6 —  4.0
Men’s furnishings........................... - 3.5 —  3.0
Women’s ready-to-wear accessories.. - 3.2 + 12 .9

- 2 .8 +  7.9
Shoes......................................................... b 2 .0 —  3.8
Luggage and other leather goods........ b 0 .7 + 23 .4
Linens and handkerchiefs..................... - 0 .2 —  1.2
Furniture................................... .............. -  1.2 +  7.7
Men’s and Boys’ wear........................... -  1.6 +  0 .8
Home furnishings................................... -  1.8 —  1.0
Silverware and jewelry.......................... -  6.5 +  0 .2
Woolen goods.......................................... -  7.6 —  7.4
Silks and velvets..................................... -17.5 — 11.3
Musical instruments and radio........... -29.2 — 10.9
Miscellaneous.......................................... -  8.1 —  9.1

Chain Store Trade
The December sales of the reporting chain stores in 

this district averaged 5 per cent higher than a year 
previous, the smallest increase since September. Grocery, 
drug, and variety sales remained substantially larger 
than in December 1928, while the sales of shoes and 
candy were only slightly higher than a year ago, follow
ing a considerable increase in November. Sales of the 
five and ten cent stores showed a decline for the first 
time since April 1928. An increase in sales per store 
was shown by the grocery and candy chain organiza
tions, but decreases were reported by all other types.

Total reported chain store sales for the year 1929

showed a 10 per cent increase compared with 1928. All 
lines showed an increase, but after allowing for the 
change in the number of stores operated, the grocery 
stores were the only type that showed an increase in 
sales per unit.

Percentage change December 1929 
compared with December 1928

Percentage change year 1929 
from year 1928

Type of Number Sales Sales
store of Total per Total per

stores sales store sales store
Grocery. . +  1.6 + 14 .4 + 1 2 .6 + 10 .9 +  9 .6
Ten cent. +  8 .6 —  1.3 —  9.1 +  6 .4 —  2.9
D rug.. . . + 12 .3 +  9 .6 —  2.4 + 1 3 .3 —  1.2
Shoe........ + 1 1 .0 +  0 .6 —  9 .4 +  7 .3 —  1.1
Variety.. . + 34 .9 + 1 5 .9 — 14.1 + 1 7 .6 —  6.8
Candy.. . —  2.9 +  0 .5 +  3 .6 +  1.8 —  3.1

Total. . +  7.9 +  5.2 —  2 .5 + 1 0 .0 +  2 .8

Wholesale Trade
According to reports received by this bank, the volume 

of business of wholesale dealers in this district in 
December 1929 was 9 per cent smaller than in the corre
sponding month in 1928. Sales of men’s clothing, cotton 
goods, shoes, and hardware continued to show declines 
varying between 3 and 20 per cent, and sales of jewelry 
and diamonds were at least one-third smaller than in 
December 1928. Machine tool orders, reported by the 
National Machine Tool Builders Association, declined 
somewhat further and showed the largest decrease from 
a year previous in any month in more than two years. 
Following increases in recent months, the sales of drugs, 
paper, and the quantity sales of silk goods were also 
smaller than in December 1928. December sales of sta
tionery showed a substantial increase over a year ago, 
however, and grocery sales increased slightly. Total re
ported sales of wholesale dealers for the year 1929 were 
3 per cent above those of 1928.

Stocks of groceries, silk, and drugs at the end of 
December remained larger than in 1928, and stocks held 
by shoe, hardware, and diamond and jewelry dealers 
continued to be smaller than a year ago. Stocks of 
cotton goods were lower than last year, following an in
crease in November. Collections averaged slightly slower 
than in December 1928.

Commodity

Percentage 
change 

December 1929 
compared with 
December 1928

Per cent of 
accounts 

outstanding 
November 30 

collected 
in December

Percentage change 
in net sales

Net
sales

Stock 
end of 
month 1928 1929

Dec. 1929 
compared 

with 
Nov. 1929

Year 1929 
compared 

with 
year 1928

Groceries...............
Men’s clothing.. . .
Cotton goods........
Silk goods..............

Machine tools**. . 
Stationery.............

+  1.1 
— 20.0
—  5.7
—  0.6*  
—  2.8
—  9.4
—  6.9  
— 39.7  
+ 10 .6
—  1.3 
— 35.5 
— 33.9

+  7.4

—  1.3  
+  1.1*
—  5.5  
+ 11 .4
—  1.0

J— 12.1

67.2
51.0
39.7
44.8
47.8  
39.7  
47.4

*7i‘.6 ‘
62.9

J 32.8

67.9
45.4
36.5
49.7
45.1
32.7
47.7

7i .4
67.1

} 30.0

— 14.7 
— 31.2 
+  1.2  
+  7.3*  
+  9.4  
— 37.9 
+  0 .4
—  7 .4  
+ 1 2 .6
—  7.3
—  2.8  
— 17.6

+  2 .0  
—  0 .6
—  1.5  
+ 1 4 .4 *  
+  3.4  
+  7.0
—  2.4  
+ 1 8 .7  
+  6.7  
+  6.1
—  6.1  
—  6.2

Weighted A v .. . —  9.1 55.9 54.3 — 11.7 +  3.2

* Quantity not value. Reported by Silk Association of America
** Reported Jay the National Machine Tool Builders Association
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Index Number o f Production of Manufactures 
and Minerals Combined, Adjusted for Sea

sonal Variations (1923-25 average =
100 per cent)

Index Numbers o f Factory Employment and 
Payrolls, Without Adjustment for Seasonal 

Variations (1923-25 average =  100 
per cent)

Reserve Bank Credit (Monthly averages of 
daily figures for 12 Federal Reserve 

Banks; latest figures are averages of 
first 19 days of January)

PEfl CENT PER CENT

Money Rates in the New York Market (Janu
ary rates are averages for the first 20 days)

Business Conditions in the United States
(Summarized by the Federal Eeserve Board)

INDUSTRIAL activity declined further in December. There was little change 
in commodity prices and conditions in the money market continued easy.

P roduction  a n d  E m p l o y m e n t

Industrial production, as measured by the Federal Eeserve Board’s index, 
which is adjusted for seasonal variations, declined by 6 per cent in December, 
following upon a decline of 9 per cent for the preceding month. Nearly all 
industries reported larger than seasonal reductions in December, except the 
food industries, which showed little change, and coal, in which output increased. 
The largest declines in December, as in earlier months, were in automobiles 
and iron and steel. Production in the textile, shoe, lumber, and the nonferrous 
metals industries also decreased considerably. Stocks of cotton textiles, copper, 
zinc, and lumber increased in December.

In the first three weeks in January, steel plants increased their operations 
somewhat from the low rate prevailing at the holiday season, but were consider
ably less active than in January 1928 or 1929. There were further decreases 
in the output of copper and lumber, while production of crude petroleum 
increased.

Employment in factories in December declined more than the usual amount 
in the automobile, steel, textile, clothing, and lumber industries. Little change 
was reported for the food industries and car-repair shops, while at meat
packing plants and in the paper and printing industries there was some in
crease in employment.

Building contract awards also declined further in December. Eesidential 
contracts continued to be in small volume and there were large decreases in 
awards for commercial buildings and public works and utilities. During the 
first half of January awards were larger on a daily average basis than in 
December.

D is t r ib u t io n

Freight-car loadings in December, as in the preceding month, showed more 
than the usual seasonal decline. The decline occurred principally in shipments 
of merchandise and of lumber products, while loadings of coal and grain were 
larger than in November.

Sales at department stores in leading cities were about 3 per cent smaller 
than in December 1928, according to reports to the Federal Eeserve System. 
Decreases in sales were reported for ten Federal Eeserve districts, an increase 
of 2 per cent for the Eichmond District, and little change for the San Fran
cisco District.

W h o l e s a l e  P r ic es

During December wholesale prices of commodities fluctuated rather nar
rowly. Grain, livestock, meat, and bituminous coal prices increased somewhat, 
while prices of hides and leather products, textiles, petroleum, and pig iron 
declined. In the first half of January there was little further change in prices.

B a n k  Credit

Member bank credit increased less than usual over the year-end and in 
January continued to reflect the liquidation which began early in November. 
On January 15, total loans and investments of member banks in leading cities 
were $478,000,000 below the level of December 11, 1929. This decline occurred 
both at banks in New York City and outside and was in “ all other loans” , 
apparently reflecting a seasonal decrease in interbank loans together with a 
decreased demand for credit by commercial borrowers. Investments and loans 
on securities increased slightly during the period.

Eeserve Bank credit outstanding increased during the latter half of De
cember in response to seasonal demands for currency and gold exports, but 
declined in January as currency returned from circulation. Between the week 
ended December 14 and the week ended January 18, there was a net decline of 
$277,000,000 in currency in circulation, and also a decline of $37,000,000 in 
member bank reserve balances. Of the funds thus released $64,000,000 served 
to offset a loss in the monetary gold stock of the country and $244,000,000 
was used to retire Eeserve Bank credit. Eeserve Bank holdings of Government 
securities showed an increase of $90,000,000 for the period, acceptances showed 
little change, while discounts for member banks declined by $347,000,000.

Money rates in the short-term open markets firmed somewhat over the year- 
end but eased early in January, and throughout the first half of the month 
remained generally at the lowest levels since the spring of 1928. The discount 
rate at the Federal Eeserve Bank of Philadelphia was lowered on January 16 
from 5 to 4 ^  per cent, the rate prevailing at six other Federal Eeserve Banks.
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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 Eeserve Agent Federal Eeserve Bank, New York March 1 , 1930

Money Market in February
The movement toward a lower level of money rates 

proceeded gradually in February. The principal 
changes were a further reduction of Ys per cent in ac
ceptance rates, following a reduction of similar amount 
at the end of January; a reduction in rates on open mar
ket commercial paper of %  of one per cent; and the 
most substantial reduction in the rates charged by large 
New York City banks on commercial loans to their cus
tomers which has been made since November. The rates 
on customers’ loans reported at the middle of February 
were 5 to 5%  per cent in most cases, with a predominance 
of the 5 per cent rate, whereas in January the prevailing 
range had been 5*4 to 5y2, with the 5 %  per cent most 
frequently indicated. Stock Exchange call and time 
money rates were little changed.

Money Rates at New York

Feb. 28, 1929 Jan. 31, 1930 Feb. 28, 1930

Stock Exchange call loans....................... *6M -io *4-4 X *4-4 X
Stock Exchange 90 day loans................. 7% 4%
Prime commercial paper.......................... 5 X ~ SA 4 % -5
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans.. 
Treasury certificates

5J<£ 3 X 3 %
t5.50 f5.41 f5.09

Maturing June 15 (yield).................... 4.45 3.72 2.98
Maturing September 15 (yield).........

Federal Reserve Bank of New York
4.67 3.85 3.24

rediscount rate.........................................
Federal Reserve Bank of New York

5 4 x 4

buying rate for 90 day bills................. 5 X 4 SH

* Range for preceding week
t Average rate of leading banks at middle of month

The way had been paved for these reductions in money 
rates by rapid declines in member bank indebtedness 
during the preceding months, and the movement was
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accelerated by further reductions in the rediscount rates 
of Federal Eeserve Banks. Borrowings of New York City 
member banks from the Reserve Bank have been smaller 
during the past month than at any time in the past three 
years, and borrowings of member banks elsewhere 
throughout the country declined in February to the 
smallest amount since January 1928. A  reduction in the 
rediscount rate of the Federal Reserve Bank of New 
York from 4y2 to 4 per cent was made on February 7, 
and this was followed by corresponding reductions at 
Chicago, Boston, and Kansas City. The Reserve Banks 
of Richmond, Cleveland, Minneapolis, Dallas, and St. 
Louis, which had retained 5 per cent discount rates until 
February, reduced their rates to 4Y2 per cent during 
the mon^h.

Notwithstanding the decline in money rates, and the 
fact that the position of member banks with respect to 
indebtedness is more comfortable than at any time since
1927, there have been few indications of any pressure 
of surplus funds seeking investment, and the weekly re
ports received from member banks have indicated up 
until the third week of the month a further contraction, 
rather than expansion, of bank credit.

The diagram below shows the recent changes in the 
principal classes of loans and investments of reporting 
member banks, and the present position with reference to 
the developments of recent years. The first section 
shows that in the case of security loans there has been 
no evidence in February of a continuation of the Janu
ary decline, which, in fact, represented largely a liquida
tion of temporary year-end loans, and the present volume 
of security loans remains close to the highest level 
reached up to the time of the heavy credit demands on
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the banks which occurred in connection with the break 
in the stock market last October.

Other loans of the reporting banks, largely commer
cial loans, the movement of which is indicated in the 
second section of the diagram, have shown considerably 
more than the usual seasonal liquidation in recent 
months. Even excluding the unseasonal increase of late 
October and November, which was probably related more 
largely to the events in the security markets than to busi
ness developments, the decline since early last October 
has amounted to about 750 million dollars, a decline 
much larger than the ordinary seasonal movement. The 
reduction in business activity and in prices has prob
ably been an important factor in this decline in loans. 
The decline has continued in February when a seasonal 
increase usually begins.

Although member banks are no longer under the pres
sure of heavy indebtedness at the Reserve Bank, as they 
were during much of the past two years, the reporting 
banks have as yet made little increase in their invest
ments. There was a moderate increase last November 
following a substantial decline from July 1928 to Oc
tober 1929, but since the first week of this year the 
tendency has been downward, rather than upward, ex
cept for the effect of the purchase of a $56,000,000 issue 
of Treasury bills in the third week of February. Con
sequently, the investments of these banks remain well 
below their volume at the corresponding time in 1928 
or 1929.

B ill Market
Following the rate reduction of Ys per cent effected 

by the dealers on January 31, open market bill rates were 
reduced a further Ys Per cent on February 6, bringing 
the offering rate for unendorsed 90 day bills to 3 %  per 
cent. During the whole month of February, both the 
demand for and the supply of bills were considerably 
smaller than in January, but as the dealers’ purchases 
and sales approximately balanced, open market port
folios of bills showed little net change for the month. 
Offerings of bills to the Reserve Bank by dealers and 
banks were heavier after the reduction in the Bank’s 
buying rate for bills of 1-45 day maturity to 3 %  per 
cent on February 11, and the extension of that rate to 
bills of maturities up to 90 days on February 24. Total 
System holdings of bills, however, showed only a small 
increase for the month, as the excess of outright pur
chases over maturities during this period was largely 
offset by a further decrease of bills held under repur
chase agreements at the New York Reserve Bank.

The total volume of dollar acceptances outstanding 
declined $40,000,000 during January from the record 
level reached at the end of 1929, but at $1,693,000,000 
on January 31, the amount was still $414,000,000 above 
a year ago. Seasonal declines in import and export 
transactions were offset to some extent by a continued 
expansion in the use of American acceptances in financ
ing shipments of goods between foreign countries and 
the storage of goods abroad.

Commercial Paper M arket
The open market for commercial paper continued 

active during the first week of February, and following 
the reduction in the New York Reserve Bank’s discount 
rate, the prevailing offering range for prime paper de-

MILLIONS OF DOLLARS

clined from 4% -5  per cent to 41^-4% per cent. Bank 
investment demand at the lower range remained in the 
same generally good volume that existed prior to the 
change, and the dealers reported a rather widespread 
distribution of paper outside of New York City. New 
paper coming into dealers’ hands about kept pace with 
the investment demand, but in the latter half of the 
month it was reported that new supplies of the highest 
grade paper were rather more difficult to obtain, though 
on the whole the creation of new paper continued in 
fairly good volume.

The more active market for commercial paper during 
recent months has been accompanied by successive in
creases in the amount of paper outstanding, dating back 
to last October. During February some of the paper 
firms reported that their new purchases included names 
of concerns which have not been in the market for many 
months, and that there were instances of the purchase 
° f  notes of concerns which had never before utilized the 
facilities of the open market. The recent upturn in com
mercial paper outstandings is shown in the accompany
ing diagram. Outstandings of 21 paper houses on Janu
ary 31 reached $404,000,000, the largest amount since 
February 1929; the increase over the December figure 
was 21 per cent, and the total increase from the low 
level of last summer has amounted to 52 per cent.

Savings Bank Deposits
Deposits in 30 representative savings banks, from 

which reports are received by this bank, showed a some
what larger increase between the 10th of December and 
the 10th of February than has occurred in the corre
sponding period of recent years. This increase, as the 
accompanying diagram shows, follows a substantial with
drawal of deposits from October to December, during 
and following the decline in stock prices. As a result of 
the renewed growth during the last two months, savings 
deposits in these banks on February 10 were for the first 
time slightly above the previous high figure reached last 
July. The increase over a year ago is still smaller than 
usual, however, due to the fact that deposits showed 
unusually small increases or even decreases during most 
of 1929. The year-to-year increase between February
1929 and February 1930 was less than 1 per cent, as com
pared with an average annual increase of about 5Y2 per
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Deposits in 30 Representative Savings Banks in the Second Federal 
Reserve District.

cent during the three preceding years,
Both the 15 representative savings banks in New York 

City and the 15 banks elsewhere in the district more than 
regained during the December to February period the 
amounts of deposits lost in the previous two months. 
The deposits of the reporting banks outside of New York 
City, however, remained slightly below the total of a year 
previous, whereas deposits of the New York City savings 
banks, which at no time fell below the level of a year 
previous, widened somewhat the increase over a year ago.

Foreign Exchange
The more active European exchanges were weak 

throughout most of the first three weeks of February, 
but were slightly firmer in the latter part of the month. 
Sterling declined gradually from $4.86%  on the 1st to 
$4.85 31/32 on the 19th, but was slightly higher there
after. Following the reduction of the Bank of France 
rate on January 31, French francs declined from 
$0.0392 7 /16  on February 1st to $0.0391 on the 19th, 
but recovered to $0.0391 3 /16  on the 27th. Reichsmarks 
declined from $0.23891/4 on the 1st to $0.2385% on Feb
ruary 18, but made a partial recovery thereafter. Guild
ers sold at $0.4012% on February 1, declined irregularly 
to $0.4008^4: on the 15th, and after strengthening to 
$0.4010% on the 24th declined to $0.4008% on the 27th. 
Belgas fluctuated between $0.13921/4 on February 1 and 
$0.1394 on the 26th. Italian lire reached a new high 
for the year on the 26th at $0.0524 3 /16, which, how

DOLLARS DOLLARS

1929 1930 1929 1930
Course of Foreign Exchange Quotations

ever, was well under their parity of $0.0526. The 
Spanish peseta fell steadily from $0.1318 on February 1 
to a low of $0.1228 on the 17th, and after slight recov
ery dropped to $0.1227 on the 27th.

The Japanese yen remained below the gold point, 
though it advanced irregularly from $0.4915 at the 
month’s opening to $0.4920 on the 20th. The discount 
on Canadian dollars was reduced from 1 1 /1 6  cents on 
the 1st to %  cent on the 24th; Argentine pesos con
tinued their decline, dropping from around $0.90 at the 
beginning of the month to around $0.86 at the close.

Gold Movement
The inflow of gold which began late in January con

tinued during February, and in the course of the month 
a net amount of about $48,500,000 was received. Im
ports at the Port of New York consisted principally of 
$11,800,000 from Brazil and $2,000,000 from Bolivia. 
In addition about $34,000,000 was received from Japan 
at San Francisco. Exports were negligible and there 
was no change in gold earmarked for foreign account.

Germany continued to take gold offered in the Lon
don market, to the amount of £6,200,000 in the four 
weeks ended February 25, and there were also two with
drawals of gold from the Bank of France totaling
90,000,000 francs for shipment to Germany.

Central Bank Rate Changes
The movement in the direction of lower money rates 

inaugurated at the end of last October, continued dur
ing February, when four European central banks and 
one Far Eastern bank lowered their official discount 
rates. The reduction in the Bank of France rate from 
3 %  to 3 per cent on January 31 was followed by a de
crease in the Reichsbank rate from 6%  to 6 per cent on 
February 5 and a lowering of the Bank of England rate 
from 5 to 4 %  per cent on the 6th. Both the Austrian 
and the Hungarian banks of issue reduced their rates 
from 7 to 6 %  per cent, the Austrian National Bank on 
the 11th and the Hungarian National Bank on the 13th. 
The Reichsbank rate is back to its level of September 
1927; the Bank rate in London is again where it stood 
prior to February 6, 1929; the Austrian rate is now 
where it was one year ago; and the Hungarian rate is 
at its lowest since October 1928.

The discount rate of the Bank of Java was lowered 
from 5 %  to 5 per cent on February 10.

DOLLARS DOLLARS
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Stock prices continued during the first part of Feb
ruary the advance which had developed toward the end 
of January, and, at the highest level reached around 
the middle of February, a general average of stock prices 
was about 3 per cent above the top of the early Decem
ber recovery. The net advance from early December 
amounted in industrials to only 1 per cent, and in the 
railroad stocks to about 4 per cent, but the net rise in 
public utilities was approximately 10 per cent. During 
the latter half of February stock prices tended slightly 
lower, but at the close of the month the general level 
still remained somewhat higher than in early December, 
and also above the quotations at the end of January. 
The daily turnover on the New York Stock Exchange 
was unusually steady around 3,600,000 shares until the 
last week of the month when it declined to an average 
of below 3,000,000 shares.

Security M arkets

PRICE AVERAGE

Price Movements of U. S. Government, Foreign, and Domestic 
Corporate Bonds.

Bond prices fluctuated irregularly during February. 
Slight advances in prices occurred during weeks when 
new bond flotations were relatively small, while a general 
easing in prices occurred when the volume of new issues 
increased, as in the second week of the month. For the 
month as a whole there were small net advances in do
mestic corporation bond averages, in foreign bonds, and 
in United States Government issues. It was reported 
that there was an improved demand for bonds on the 
part of institutional investors, such as life insurance 
companies and savings banks. On the other hand, com
mercial banks have shown little tendency to increase 
their investment holdings during recent weeks, and it is 
reported that the demand from individual investors has 
not been unusually active. The accompanying diagram 
shows the movements of bond prices since the beginning 
of last year.

New Financing
January offerings of domestic bonds, exclusive of re

funding issues, increased 47 per cent from the Decem
ber figure to nearly $600,000,000, and, as the accom
panying diagram indicates, were larger than at any pre-
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New Bond Financing by Domestic Corporations, and by Municipal
ities, States, and Farm Loan Agencies (Commercial and 

Financial Chronicle figures; refunding issues excluded).

vious time during the past three years. In December 
there already had been some increase in bond flotations 
from the low level of November, chiefly in State and 
municipal financing. In January more than 80 per 
cent of the issues were those of corporate borrowers, as 
against only about 25 per cent in December. Most prom
inent in the corporate bond issues of January were flota
tions by public utility companies to provide for addi
tions, improvements, and other capital expenditures.

New financing by means of stock issues totaled about 
$125,000,000 in January, continuing the reduced vol
ume that had characterized the two previous months.

Foreign security issues, exclusive of American com
pany financing the proceeds of which are to be used 
abroad, continued in small volume in January. The 
total nominal amount of new capital obtained by for
eign borrowers through public offerings was only about 
$15,000,000, which is somewhat below the total for any 
previous month since last April.

During February no unusually large domestic issues 
were announced, with the result that the total new financ
ing for the month fell considerably below the January 
volume. The amount, however, compared favorably with 
the February 1929 volume. Stock offerings continued 
to be of minor importance. In the field of foreign financ
ing, there appears to have been a moderate increase over 
the figures for either the previous month or a year ago. 
The largest foreign offering of the month in this market 
was the major part of a $40,000,000 Republic of Cuba 
5 %  per cent issue priced to yield 5.70 per cent. There 
were also a number of smaller flotations, including the 
Siemens & Halske A . G. debenture issue, which is esti
mated to have raised about $10,000,000 in this country 
through public subscription, in addition to a larger 
amount placed privately.

Production
Industrial production in the aggregate increased some

what in January, due largely to partial recoveries in a 
few important industries, but remained considerably 
lower than a year ago. The largest expansion of the 
month occurred in the automobile industry, particularly
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in production of passenger automobiles, the January out
put of which was more than double the much curtailed 
production of December. This increase was unusually 
large even for the month of January, but the total output 
for the month remained 32 per cent below that of Janu
ary 1929.

Production of steel ingots increased 21 per cent from 
December to January, as compared with a usual seasonal 
increase of around 15 per cent, but this bank’s index of 
pig iron production, adjusted for seasonal change and 
year-to-year growth, declined slightly to a new low level 
since December 1927. Output of copper was further cur
tailed in January, a month when production usually 
shows an increase, and after seasonal and growth allow
ance reached the lowest level since April 1923. Output 
of zinc showed the usual seasonal increase, but tin de
liveries increased less than is usual for January. Pro
duction of coal declined, after seasonal allowance, while 
petroleum production increased. Average daily mill con
sumption of raw cotton increased more than usual in 
January, but there was little change in this bank’s in
dexes of wool mill activity and of mill consumption of 
silk.

From such data as are at present available, it appears 
likely that a number of February indexes of production 
will show further increases. Operations in the steel in
dustry were at a higher average level than in January, 
although there was some decline in the final week of the 
month. A t the beginning of February, furnaces in blast 
were making pig iron at a daily rate of 96,755 tons, as 
compared with a daily average of 91,209 tons for the 
month of January as a whole, so that even if no further 
increase had occurred during the month, February out
put would show more than the usual seasonal increase 
of about 3 per cent. There were also reports of an 
increase in automobile production, but specifications for

(Adjusted for seasonal variations and usual year-to-year growth)

Jan.

1929

Nov. Dec.

1930

Jan.

Metals
Pig iron ............................................................ 115 107 95 94
Steel ingots..................................................... 109 94 86 91
Copper, U. S. mines..................................... 118 107 107r 92
Lead................................................................. 99 103 94

83 84 83 83
Tin deliveries................................................. 132 97 94 84

Automobiles
Passenger cars................................................ 137 61 39 87 p
Motor trucks.................................................. 142 119 74 99 p

Fuels
Bituminous coal............................................. 92 84 88 87 p
Anthracite coal.............................................. 106 92 114 107 p
Coke................................................................. 112 110 104 104
Petroleum....................................................... 116 105 106 107p
Gasoline........................................................... 101 100 100

Textiles and Leather Products
Cotton consumption.................................... 104 90 80 89
W ool mill activ ity........................................ 98 84 76 75 p
Silk consumption........................................... 109 105 103 104
Leather, sole................................................... 104 114 109 113p
Boots and shoes............................................. 96 lOOr 8 bp 92p

Foods and Tobacco Products
Livestock slaughtered.................................. 99 97 95 90
Wheat flour..................................................... 103 91 88r 81p
Sugar meltings, U. S. ports........................ 98 103 92 93
Tobacco products......................................... 103 102 103 99

Miscellaneous
Cement............................................................ 131 109 111 108
Tires................................................................. 129 73 65 88
Paper, newsprint........................................... 91 88 86 91

p Preliminary r Revised

shipments of automobile steel declined toward the end 
of the month. Production of petroleum increased in the 
first part of February and output of coal showed a small 
gain, after seasonal allowance.

Building
A n increase of 2 per cent occurred between December 

and January in the volume of building contracts 
awarded in the 37 States east of the Rockies that are in
cluded in the F. W . Dodge Corporation report, contrary 
to the usual tendency for building contracts to decline 
at that time of the year. The January total, however, 
was 21 per cent smaller than a year ago, and in fact was 
the smallest for January of any year since 1925. The 
December to January increase was due to awards of pub
lic works and utilities contracts, which more than 
doubled between the two months, This is shown in the 
accompanying diagram, which indicates the course of the 
three main groups of building work during the past 
three years. Residential building contracts, which have
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Amount of Residential, Non-Residential, and Public W orks and 
Utilities Contracts Awarded in 37 States included in the F. W .

Dodge Corporation Report.

been on the decline ever since the first part of 1928, con
tinued to diminish in January. Two years ago they con
stituted the largest main group of construction contracts, 
but since that time they have fallen from that position 
to a volume well below that of non-residential work, and 
even, in January, to a level below that of public works 
and utilities.

The slight increase in building contracts reported for 
January does not appear to have continued in February. 
Daily average awards during the first three weeks of the 
month were well below the January level, and continued 
to show substantial decreases from a year ago.

Foreign Trade
January exports of merchandise, valued at $417,000,- 

000, were $71,000,000 less than a year ago, but were 
slightly larger than in January 1928. The decline from 
December, however, was considerably smaller than is 
usual between the two months. Imports, valued at 
$312,000,000, showed a slight increase over the low figure 
for December, but remained $57,000,000 smaller than in 
January 1929.
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Compared with a year ago, each major group of im
ports and exports continued to show a decrease. A  de
cline in the value of shipments abroad of raw cotton 
accounted for a large part of the decrease in exports 
of crude materials. The reduction of $33,000,000 
in the value of imports of crude materials was due 
mainly to decreases of 26 per cent in the quantity of 
raw silk receipts and of 9 per cent in the quantity of 
crude rubber imports, together with price declines in 
each case.

Exports of crude foodstuffs, notably wheat and wheat 
flour, were in somewhat larger volume than in the pre
vious month, contrary to the usual seasonal tendency, 
and exports of finished manufactures increased in value 
$11,000,000, or 6 per cent. The value of imports of 
semi-manufactures increased $11,000,000, or 18 per cent 
over December.

Commodity Prices
The general level of wholesale commodity prices has 

continued in recent weeks the decline which has pro
ceeded almost without interruption since last July. In  
fact, with the exception of a moderate advance in the 
latter part of 1927 and in 1928, the general trend of 
commodity prices has been downward since the autumn 
of 1925. In January 1930 the general wholesale com
modity price index of the United States Bureau of Labor 
Statistics was 10.6 per cent lower than in November 
1925; it was just under the lowest level reached in April
1927, and was the lowest since the early part of 1922.

The decline in commodity prices has not been confined 
to this country, however, for price indexes in practically 
all of the gold standard countries have participated in 
the downward movement. The Board of Trade index for 
Great Britain, for example, has declined from 159 in
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May 1925, when the pound was stabilized, to 131 in 
January 1930, a decrease of 18 per cent.

Neither has the decline been centered in any one par
ticular commodity or group of commodities. Of the ten 
main groups into which the Bureau of Labor Statistics 
index is divided, declines have occurred since November 
1925 in nine of the groups, while an increase has 
occurred in only one.

The more important groups have been combined in 
the accompanying diagram into two major divisions—  
agricultural commodities and their products, which are 
largely influenced by crop conditions, and fuel, metals, 
and building materials, which are largely influenced by 
industrial conditions. This diagram indicates that al-
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though the decline of the past six months has carried the 
agricultural group to the lowest in more than two years, 
the January level remained somewhat above that reached 
early in 1927. The fuel, metals, and building materials 
group has followed somewhat the course of industrial 
activity. Prices of these commodities rose moderately in
1928 and early 1929, accompanying increasing industrial 
output, and have turned downward with the curtail
ment of industry in the last six months. The recent 
decline, however, has been much less severe than that of
1927, when this group was affected by a rapid decline in 
prices of petroleum and its products.

The group of diagrams shown below illustrates some of 
the outstanding recent declines in individual commodities.

Employment and Wages
The number of workers employed in representative 

factories in New York State showed a further net de
cline of more than seasonal proportions between the 
middle of December and the middle of January, and, as 
the accompanying diagram indicates, this bank’s index 
dropped to the lowest level reached in the spring of 1928. 
The week-to-week movement during January was up
ward, but the increases in the first two weeks of the 
month apparently followed even larger declines in the 
last two weeks of December. For the country as a whole, 
January employment, after seasonal adjustment, was at 
a lower level than at any time since November 1924.

PER CENT

Index of Factory Employment in New York State, 1925-1927 =  100 
per cent (Federal Reserve Bank of New York index, adjusted 

for seasonal variations; 1923 to 1927 figures adjusted to 
census data).

As in 1927, a more than seasonal decline in manufac
turing activity, accompanied by winter declines in build
ing operations, road construction, and farm work, has 
resulted in a considerable amount of unemployment. 
Voluntary labor turnover, which is an index of employ
ment opportunities, continued at the low level reached 
in December, and the ratio between orders for workers 
and applications for employment at New York State 
employment bureaus remained well below the levels of a 
year ago, and averaged somewhat lower than in 1928. 
In the first two weeks of February, there was little 
change in the employment bureau ratio.

Some further increase in factory employment has been 
reported during the past month, but it is doubtful 
whether this has exceeded the usual increase at this time 
of year.

Indexes of Business Activity
Average daily car loadings of merchandise and miscel

laneous freight increased somewhat in the early part 
of January from the low level at the end of December, 
but there was no further increase during the latter part 
of the month and the January average, though higher 
than that of December, remained considerably below the 
levels of the preceding four years. Loadings of heavy 
bulk freight also increased, but remained lower than in 
recent years.

Distribution of goods to consumers apparently showed 
more than the usual reduction from the holiday high 
level of December. Average daily sales of department 
stores in this district declined slightly more than usual, 
as did also the sales of chain store systems, other than 
grocery chains ; and the index of advertising declined 
to about the lowest level in recent years. Bank debits 
were in substantially smaller volume than a year ago.

On the other hand, the amount of life insurance paid 
for continued to increase, after seasonal adjustment, and 
this bank’s index equaled the level of last September, 
which was the highest since December 1926. The num
ber of new corporations formed in New York State 
showed an increase of more than seasonal proportions 
in January from the low levels of November and 
December, but remained 17 per cent under the level of 
a year previous. The number of business failures in
creased more than usual to the highest figure for any 
January on record.

(Adjusted for seasonal variations and~usual year-to-year growth)

1929 1930

Jan. Nov. Dec. Jan.
Primary Distribution

Car loadings, merchandise and misc........ 98 92 87 92Car loadings, other....................................... 98 88 88 90
99 84r 80 86 v

114 113 104 102pPanama Canal traffic................................... 95 84 75
Wholesale trade............................................. 104 103 96

Distribution to Consumer
Department store sales, 2nd Dist............. 96 93 100 98Chain grocery sales....................................... 96 89 92
Other chain store sales................................ 92 104 101 89Life insurance paid fo r ................................ 106 104 107 111Advertising..................................................... 95 96 93 86

General Business Activity
Bank debits, outside of New York City.. 108 117 103 98Bank debits, New York C ity..................... 185 202 138 117Velocity of bank deposits, outside New

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

121 130 115 115
202 189 139 129Shares sold on N. Y . Stock Exchange. . . . 442 239 289 241Postal receipts............................................... 85 81 85 80Electric power................................................ 107 104 102p

Employment in the United States........... 100 99 96r 96Business failures............................................ 102 100 100 111
Building contracts, 36 States...................... 123 92 74 89
New corporations formed in N. Y. State. 120 87 86 96Real estate transfers.................................... 83 73 71 69
General price level*...................................... 179 174 174 174
Composite index of wages*........................ 224 226 227 228
Cost of living*............................................... 172 172 172 170

p Preliminary r Revised * 1913 average= 100

Department Store Trade
The total January sales of the reporting department 

stores in this district showed an increase of 2 per cent 
over a year ago. There was an increase of 4 per cent in 
the sales of New York City stores, which is the largest
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increase reported since October. The Rochester, Hudson 
River Valley District, and Albany District stores re
ported substantial increases in their total sales, and the 
reporting stores in the Westchester District showed a 
small increase, but other localities continued to report 
decreases in sales, some of which were larger than in the 
two preceding months. The large apparel stores reported 
a considerable decrease in sales for the third consecutive 
month.

Stocks of merchandise on hand in department stores 
at the end of January were 4 per cent lower than a year 
ago, the largest decrease in several years. Collections on 
charge accounts outstanding were noticeably slower than 
a year previous.

Locality

Percentage 
change 

January 1930 
compared with 
January 1929

Per cent of 
accounts 

outstanding 
December 31 
collected in 

January

Net
sales

Stock 
on hand 
end of 
month 1929 1930

New Y ork ........................................................... +  3 .8  
— 10.7

—  1.5 51.7 49.7
Buffalo.................................................................. —  2.9 49.4 44.8
Rochester............................................................. +  6 .4  

—  7 .4
—  7 .7 49.0 44.8

Syracuse ............................................................ +  5 .0
Newark ......................................................... —  2 .2 — 18.7
Bridgeport....................... ................................... —  1.8 +  1-7 40.4 4i .6
Elsewhere............................................................ +  1.7 —  4 .4 44.6 42.9

Northern New York State......................... —  3.9
Central New York State............................. —  1.8
Southern New York State. ........................ —  5.1
Hudson River Valley District................... +  7 .8
Capital D istrict............................................. +  9 .9  

+  2.1Westchester D istrict....................................

All department stores.............................. +  1.8 —  4 .0 50.8 48.7

Apparel stores............................................ —  9 .9 +  0 .2 53.3 50.9

Sales and stocks in major groups of departments are 
compared with those of January 1929 in the following 
table. The large distribution of radio sets showed the 
effect of price reductions, and furniture sales also 
showed a moderately large increase.

Net sales 
percentage change 

January 1930 
compared with 
January 1929

Stock on hand 
percentage change 
January 31, 1930 

compared with 
January 31, 1929

Musical instruments and radio........... + 143 .4 —  27.3
Furniture................................................... +  15.5 +  6 .4
W omen’s and Misses’ ready-to-wear.. + 12.0 +  0 .4
Toilet articles and drugs....................... + 8 .0 —  6 .7
Silverware and jewelry.......................... + 7.9 +  1.0
Toys and sporting goods....................... + 7.1 +  15.3
Books and stationery............................. + 6 .3 +  12.3
H osiery...................................................... + 5 .7 —  1.8
Home furnishings.................................... + 5 .2 —  16.0
Shoes.................................................. + 2 .0 —  0 .4
Women’s ready-to-wear accessories... + 1.3 +  12.8
Luggage and other leather goods........ — 2.9 +  17.7
Linens and handkerchiefs..................... — 3.8 +  6.4
Men’s furnishings.................................... — 5 .7 0
Cotton goods............................................ — 7.3 +  0 .9
Woolen goods........................................... — 7.4 —  14.5
Silks and velvets..................................... — 10.0 —  17.7
M en’s and Boys’ wear........................... — 11.6 —  2 .2
Miscellaneous........................................... 0 .5 —  12.2

Chain Store Trade
The total January sales of reporting chain stores in 

this district averaged 9 per cent higher than in the cor
responding month in 1929. A ll lines except shoe organi
zations showed an increase in sales compared with last 
year. Sales of grocery and variety chains continued to 
be substantially larger than a year ago, while the sales

of five and ten cent stores reported a 3 per cent increase, 
following a decrease in December, and candy chain sys
tems reported the largest increase in sales since March 
1929. The increase in sales of drug chains, however, was 
smaller than in a number of months, and shoe chains 
reported a decrease of nearly 7 per cent in sales.

After allowing for the change in the number of stores 
operated, grocery and candy chains showed substantial 
increases in sales per store, while all other reporting 
types of chain stores showed decreases.

Percentage change January 1930 
compared with January 1929

Type of store Number Sales
of Total per

stores sales store

+  2 .6 + 14 .9 + 1 2 .0
+  8 .7 +  3 .4 —  4 .9
+ 1 2 .3 +  5 .8 —  5 .8
+ 1 0 .7 —  6 .6 — 15.6
+ 2 4 .4 + 1 6 .4 —  6 .4
—  6 .0 + 1 1 .4 + 1 8 .6

+  7 .8 +  9 .1 +  1.2

Wholesale Trade
The sales reported by wholesale dealers in this dis

trict for January averaged about 8 per cent smaller 
than in January 1929. Grocery sales were slightly 
smaller than a year ago; quantity sales of silk goods 
showed a moderate decline; substantial declines con
tinued to be reported in sales of cotton goods, drugs, 
hardware, and jewelry; diamond sales were lower by 
one-half than a year ago; and shoe sales showed the 
largest decline in more than a year. Machine tool orders 
were slightly larger than in the previous month, but re
mained 38 per cent smaller than in January 1929. Sta
tionery dealers, however, reported an increase in sales, 
as in each month since last April, and men’s clothing 
sales showed a slight increase, following declines in 
recent months.

Stocks of groceries and drugs remained larger than 
a year ago, but declines continued to be reported in 
stocks held by cotton goods, hardware, and diamond and 
jewelry dealers. A  substantial increase in stocks was 
reported by shoe firms for the first time in many months. 
Collections averaged about 3 per cent below Janu
ary 1929.

Commodity

Percentage 
change 

January 1930 
compared with 
December 1929

Percentage 
change 

January 1930 
compared with 
January 1929

Per cent of 
accounts 

outstanding 
December 31 

collected 
in January

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1929 1930

Men’s clothing...............
Cotton goods..................

Machine tools**............

Jewelry............................

+  2 .4  
+ 8 1 .0  
— 39.2 
+ 30 .3*  
— 28.4 
+ 4 0 .2  
— 31.4 
+ 1 0 .0  
—  2 .7  
+  8 .3  
— 15.0 
— 58.6

—  3.8

+ i 6 .5
—  6.7* 
+ 2 5 .0
—  0 .3  
+  9 .8

j —  3 .0

—  0.9  + 1-2 
— 10.0
—  5.1* 
— 18.4 
— 11.5 
— 12.0 
— 37.7 
+  5 .6  
+  0.1 
— 50.0 
— 19.7

+  4 .6  —'oil
+  0 .9* 
+ 31 .1  
+  5 .0  
—  7.6

} — 10.7

72.3
43.5
30.5 
47.8 
41.7
56.4
49.3

73‘.2
67.4

} 46.4

72.9
40.3
29.8
47.9
39.7
33.8
47.3

72'.8
69.8J 43.8

Weighted A verage... + 1 3 .6 —  8.1 57.2 54.5

* 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 
Seasonal Variations (1923-25 average 

— 100 per cent).

1926 1927 1928 1929 1930
Index Numbers of Factory Employment and 

Payrolls, Without Adjustment for Sea
sonal Variations (1923-25 average 

=  100 per cent).
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Business Conditions in the United States
(Summarized by tlie Federal Eeserve Board)

I NDUSTRIAL production increased in January from the extreme low level 
of December. Factory employment, which was in relatively small volume in 

tlie middle of December, was further reduced by the middle of January, but 
preliminary reports indicate a slight increase in the three weeks following. 
There was a further liquidation of bank credit and a decline in money rates. 
Commodity prices continued to move downward.

P roduction

Industrial production showed an increase of about 4 per cent in January, 
according to the Board’s index, which makes allowance for the usual seasonal 
variations. This increase reflected principally a larger output of automobiles, 
steel, cotton textiles, and shoes. Output of copper, cement, lumber, anthracite 
coal, and flour declined, and the increase in bituminous coal output was smaller 
than is usual for the season. In  the first two weeks of February steel plants 
increased their rate of operation further, but continued to be less active than 
in the corresponding period of last year.

Building contracts awarded showed little  change in January, a substantial 
increase in public works and utilities being in  large part offset by a decrease 
in residential construction. In  the first half of February the daily average of 
contracts was lower than in  January.

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

Tlie number of wage earners employed at factories declined further between 
the middle of December and the middle of January, and wage payments showed 
a larger reduction. In  automobile and steel plants there was an increase in 
employment in the month ended January 15, and in  recent weeks further 
increases have been reported fo r these industries. There were decreases in 
January in the number of wage*earners employed in  the machinery, car- 
building and repairing, lumber, and cement industries.

During the three-week period ended February 3 the Bureau of Labor 
Statistics, on the basis of preliminary returns, reported a slight increase in 
factory employment.

D ist r ib u t io n

Shipments of freight were in about the same volume in January as in 
December. Average daily loadings of miscellaneous freight and merchandise 
in less-tlian-carload ].ots decreased slightly during the month, but by a smaller 
amount than is usual at this season. During the first two weeks in February 
there was some increase in shipments, largely seasonal in nature.

Department store sales in January, according to preliminary figures received 
by the Federal Reserve System, were about 2 per cent lower than in  the corre
sponding month of last year, this difference being about the same as was shown 
the month before.

W h o l e s a l e  P ric es

Wholesale prices of commodities in January continued to move downward. 
In  general, fluctuations were small un til the latter part of the month, when 
decreases occurred i:i the prices of grains, cotton, wool, iron and steel, and 
petroleum. The prices of meats and live stock fluctuated over a wide range 
and averaged higher in January than in December.

In  the first half of February the prices of hogs, pork, and cattle increased, 
while the prices of wheat, cotton, pig iron, petroleum, and textiles continued 
to decline.

B a n k  Credit

Liquidation of member bank credit in  January and the early part of 
February was in substantially larger volume than in the corresponding period 
of 1929. Declines were reported in loans on securities and in all other loans, 
which continued to decrease in February contrary to the usual seasonal trend. 
There was little  change in the banks* holdings of investments.

Tlie volume of Reserve Bank credit outstanding declined by about $140,- 
000,000 between the middle of January and the middle of February. This 
dccline was due in part to the reduction in member bank reserve balances 
which accompanied the decline in the banks’ loans and investments; in part 
to the continued return flow of currency from circulation; and in  part to gold 
imports, largely from Brazil and Japan.

Money rates in tl e open market eased further. Rates on commercial paper 
declined to a range of 4 y 2 - 4 %  per cent, and rates on G0-90 day bankers accept
ances declined from 4 to 3% and later to 3% per cent. Discount rates at the 
Federal Reserve Banks of New York, Chicago, Boston, and Kansas City were 
reduced from 4 y 2  tc 4 per cent, and rates at Philadelphia, Cleveland, Rich
mond, St. Louis, Minneapolis, and Dallas from 5 to 4% per cent.
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Money Market in March
During March money rates declined rapidly to the 

lowest levels since early in 1925, and accompanying this 
ease in money the bond market made a vigorous recov
ery both as to prices of outstanding issues and the 
capacity of the market for absorbing new issues. The 
recovery in the bond market was of special importance 
because various programs of public works and other new 
undertakings have been dependent on the possibility of 
the sale of bonds in considerable quantities.

Lower money rates during the month resulted in part 
from the continuation of causes which have been oper
ative in recent months, but were in part the result of a 
temporary surplus of funds in the market due to Treas
ury tax day operations.

The general tendency toward lower rates in recent 
months has reflected primarily gold imports, a reduction 
of more than seasonal proportions in the country’s cur
rency requirements, and a rather slack commercial de
mand for bank credit. Imports of gold and releases from 
earmark during March totaling about $60,000,000 
brought the net gain of gold for the first three months 
of the year to about $125,000,000. The amount of cur
rency in circulation, apparently reflecting reduced in
dustrial payrolls, declined in March to an even lower 
level than in the latter part of January, whereas the 
beginning of spring industrial and commercial activity

is ordinarily accompanied during this period by in
creased demands on the banks for currency. Similarly 
the unclassified loans, largely commercial, of reporting 
member banks, which usually show an increase at this 
time of year in response to seasonal business require
ments, declined during March.

But the operation of these more basic causes became 
confused in the second and third weeks of the month by 
Treasury tax period operations. When the Treasury 
redeems its maturing obligations on the 15th of March, 
June, September, and December, this operation usually 
throws into the money market a considerable amount of 
free funds, for these Treasury disbursements precede the 
collection of income taxes and for an interval of a few 
days the Treasury borrows from the Federal Reserve 
Banks sums ranging from $100,000,000 to over $200,000,- 
000 on special one day certificates of indebtedness. Dur
ing the period when Treasury disbursements exceed tax 
receipts and the gap is bridged by this temporary bor
rowing, the money market receives from $100,000,000 to 
over $200,000,000 of free funds. Under ordinary cir
cumstances the member banks in principal centers are 
sufficiently in debt at the Reserve Banks so that they 
employ the free funds made available by the Treasury 
in the reduction of their indebtedness for a few days. 
Thus ordinarily the Treasury operation has no consider
able effect on money rates.

1919 iy^ u  iy^ i iy  d 3  iy^4- iy^o iy^o w c l i  i ^ o
Monthly Rates for 4  to 6 Months Commercial Paper,, 90-Day Bankers Acceptances, 60 to 90-Day Stock Exchange Time Money; and

Discount Rate of the Federal Reserve Bank of New York

1920 1921 1 9 2 2 1923 1924 1925 1926 1927 1928
UUllcrUJLal JL apcr9: t7lf"l/dy iiailACio vv  wv w

Discoimt Rate of the Federal Reserve Bank of New York
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On this recent occasion, however, member banks in 
New York, Chicago, and other principal centers were 
practically out of debt at the Reserve Banks when the 
Treasury put about $200,000,000 into the money market. 
A  small part of this sum was absorbed by dealers in 
acceptances to rebuy bills they had sold to the New York 
Reserve Bank under repurchase agreement. But there 
was no means of absorbing the rest of the funds, and as a 
consequence many banks found themselves in possession 
of excess funds which they had no means of employing 
except by buying acceptances and placing the funds in 
the call market or some other short-time use. The result 
was so vigorous a demand for bills as to depress the rates 
rapidly from 3Ys per cent on March 14 to 2Y2 per cent 
on March 20, and corresponding declines in rates took 
place in other money markets.

The extreme ease in money rates continued for only a 
few days, for as the Treasury collected income taxes, the 
excess funds were withdrawn from the money market, 
and on Friday, March 21, the member banks in New 
York City found it necessary to borrow more than $100,- 
000,000 to adjust their reserve position for the three day 
period from Wednesday to Friday. In the few days 
succeeding, the market readjusted itself to a more nor
mal position, reflecting the more basic tendencies of 
money conditions. Bill rates rose to 2%  per cent for 90 
day maturities, and call money returned to an average 
of 3Y2 to 4 per cent. The New York banks in a few days 
again paid off most of their loans at the Reserve Bank, 
as Reserve Bank bill holdings increased.

The following table shows the level of short time 
money rates at the end of March, as compared with the 
prevailing rates at the end of February. On March 13 
the Federal Reserve Bank of New York reduced its dis
count rate from 4 to 3^2 per cent, and the Reserve Banks 
of Philadelphia, Cleveland, and San Francisco reduced 
their rates during the course of March from 4Y2 to 4 per 
cent.

Money Rates at New York

Mar. 28, 1929 Feb. 28, 1930 Mar. 31,1930

Stock Exchange call loans..................... *8-20
8 H

5H-6
f5.60
4.89
4.88

5

* 4 -4  H  
4 ̂

m
t5.09
2.98
3.24

4

3 ^

*3H-4
3 ^ -4
2H

t4.93
2.58
2.77

3H

3

Stock Exchange 90 day loans................
Prime commercial paper........................
Bills—90 day unindorsed.......................
Customers’ rates on commercial loans.. 
Treasury certificates

Maturing June 15 (yield)..................
Maturing September 15 (yield)........

Federal Reserve Bank of New York
rediscount rate....................................

Federal Reserve Bank of New York 
buying rate for 90 day bills...............

•Range for preceding week tAverage rate of leading banks at middle of month

The strength of the bond market which is described 
more fully in a later paragraph represented a response 
in part to the more basic tendencies in money, but was 
also affected in no small degree by the temporarily easy 
conditions in the middle of the month.

M e m b e r  B a n k  C r e d it  

After declining steadily during January and Febru
ary, the total loans and investments of reporting mem
ber banks increased substantially in March, as the ac
companying diagram shows. A n unusually small com
mercial demand for bank credit was reflected in the

BILLIONS OF DOLLARS

Total Loans and Investments of Weekly Reporting Member Banks, 
1930 Compared with 1929 and 1928

further decline in unsecured loans previously noted, and 
there were evidences also of the gradual liquidation of 
loans on securities made directly to customers. Reduc
tions in these types of bank credit were more than offset, 
however, by a large increase in bank loans to brokers. 
There was also a substantial increase in bank investments 
in the third week of March, part of which doubtless 
represented subscriptions to the new issue of Treasury 
securities on March 15.

C o m m e r c ia l  P a p e r  M a r k e t

A  series of reductions occurred during March in open 
market rates for commercial paper. Beginning the 
month at 4 % -4 %  per cent, prime commercial paper had 
declined by the end of the month to a prevailing range 
of 3% -4  per cent, the lowest offering quotations since 
January 1928. Investment demand on the part of the 
banks continued in excellent volume throughout the 
month, and the size of dealers ’ aggregate sales was lim
ited principally by the lack of supplies of paper. A l
though dealers obtained some additional paper, partly 
in response to the inducement offered by lower rates, it 
was reported during the latter part of the month that 
dealers' lists in general were very short.

As a result of a further increase of 13 per cent during 
February, the amount of commercial paper outstanding 
at the end of the month through the 21 principal dealers 
that report to this bank reached a figure of $457,000,000, 
or 11 per cent more than the outstandings a year ago. 
This is the first time since January 1928 that dealers 
have reported a larger volume outstanding than a year 
previous. As the accompanying diagram indicates, com
mercial borrowings through the open market have been 
increasing during the past five months, while in the last 
three months of this period the 4‘ all other”  loans 
(largely commercial) of the reporting member banks 
have shown a large reduction, even though these loans 
include such open market commercial paper as is held 
by the reporting banks. While part of the decrease in 
commercial bank loans is a seasonal development, and 
part doubtless a reflection of the slowing up in produc
tion and business activity, at least some small part may 
reflect the obtaining of loans by well known commercial
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BILLIONS OF DOLLARS

Volume of Open Market Commercial Paper Outstanding, 
Compared with All Other Loans (largely commercial) 

of Reporting Member Banks

and industrial concerns through the note brokers, rather 
than from the banks, because of somewhat lower rates. 
Open market rates are more flexible than are banks’ 
rates on loans to their commercial customers, and have 
been reduced much more from the high levels of early 
autumn; open market commercial paper rates have fal
len nearly 2 %  per cent, while the average customers rate 
on commercial loans charged by the leading New York 
City banks has thus far declined only about half as much.

B ill  M arket
During the first three weeks of March, there were suc

cessive reductions in open market bill rates, which car
ried offering quotations for unendorsed bills of 1 to 4 
months maturity from 3 %  per cent down to 2 y2 per cent, 
and rates for 5 and 6 months bills from 3 %  to 2 %  per 
cent, the lowest levels for bills since November 1924. In
vestment demand throughout this period was generally 
larger than the volume of new bills that came into the 
market, and as a consequence dealers’ portfolios were 
reduced by about one-half.

W ith the passing of the influence of Treasury tax 
period operations, however, investment demand de
creased and was materially exceeded by offerings of bills 
to the dealers. This resulted in a considerable increase 
in dealers’ portfolios of bills and large offerings of bills 
to the Reserve Bank under repurchase agreements, and 
caused the dealers to make an upward revision of *4 per 
cent in their rates for 2, 3, and 6 months bills, and of %  
per cent in 1 and 4 months bills. Consequently, toward 
the close of the month, 90 day unendorsed bills were 
being offered at 2 %  per cent, a net decline of 1 per cent 
for the month.

The increase in repurchase agreement holdings at the 
New York Bank was more than offset by an excess of 
maturities of bills over new acquisitions of bills by the 
Reserve Banks, so that total holdings of bills by the 
Reserve System showed a net decline of about $40,000,- 
000 for the month.

A  further seasonal decline of $69,000,000 occurred 
during February in the volume of bankers acceptances 
outstanding, but the total at $1,624,000,000 remained 
nearly $400,000,000 larger than a year ago. The decline

was largely in export and domestic warehouse credits, 
and the amount of acceptances based on foreign shipped 
or stored goods showed relatively little decrease.

Security Markets
Bond trading increased greatly in volume during 

March, and prices advanced substantially. In previous 
months bond prices had shown a slight upward tendency 
which raised quotations somewhat above the 1929 lows, 
but in March the bond market showed greater strength 
than in many months, and, despite the flotation of fairly 
large amounts of new bond issues, average prices rose to 
the highest levels since 1928. Domestic corporate bonds, 
the course of which during recent years is shown in the 
accompanying diagram, rose between 1 y2 and 2 points 
on the average in March. After practically two years 
of falling prices, these bonds within a few months have 
recovered nearly two-thirds of their declines.

United States Government bonds also had a substan
tial upward movement. An average of the prices of 
eight issues now oustanding advanced about l 1/^ points 
further, and toward the end of March Government 
securities were selling at higher prices than at any time 
since 1928. In the foreign bond list, an advance of over 
2 points occurred, carrying average prices to the highest 
levels in more than a year.

PRICE INDEX
104

102

100

98

96

94

Price Movements of Domestic Corporation Bonds by Weeks 1927 
to 1930 (Standard Statistics daily average of 30 issues)

Although attended by considerable irregularity, the 
trend of stock prices continued generally upward during 
March. In fact, stocks have been advancing almost con
tinuously during the past three months, and toward the 
close of March had regained over 50 per cent of the 
loss sustained in the 1929 break. Public utility shares 
at March closing prices showed by far the largest net 
recovery from the November low points— about 69 per 
cent; industrials were up 38 per cent; and rails 20 per 
cent.

New Financing
Accompanying a stronger bond market, domestic bond 

financing was considerably accelerated during March. 
The total value of such bond flotations was substan
tially larger than in February and appears to have
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been well in excess of the offerings of March 1929. 
Railroad financing continued to be the largest ele
ment in the domestic offerings; a $60,000,000 new 
capital issue of the Pennsylvania Railroad was in
cluded and numerous issues of from $15,000,000 to 
$25,000,000. Industrial bond offerings likewise increased 
between February and March. State and municipal 
bond and note issues were somewhat larger than in the 
previous month and were materially larger than a year 
ago. There appears, according to a preliminary calcula
tion, to have been an increase in the amount of security 
issues, the proceeds of which finance operations abroad. 
The largest of these flotations was by an American con
cern— that of nearly $50,000,000 American and Foreign 
Power Company debentures of a refunding nature— but 
there were also a $40,000,000 issue of Royal Dutch Com
pany bonds, the principal part of which was offered in 
this market; the major part of a Rhine-Westphalia Elec
tric Power Corporation $20,000,000 issue; and a number 
of smaller offerings.

Complete February figures on domestic corporate 
financing indicate that the volume, exclusive of refund
ing issues, was smaller than in the previous month or a 
year ago. New bond issues at $238,000,000 were only 
about one-half the January volume, but were some 
$60,000,000 more than the amount offered during Febru
ary 1929. Issues of stock for new capital purposes in
creased slightly between January and February but 
were less than one-fourth of the stock flotations of Febru
ary a year ago. Railroad financing increased substan
tially, and offerings of securities by industrial and 
manufacturing concerns were much larger, but there was 
a considerable contraction in public utility company 
flotations from the extremely large volume of January. 
Municipal and State financing showed a drop of about 
25 per cent from January, but was somewhat heavier 
than in the corresponding period of last year. The nom
inal amount of new capital raised in this country for use 
in foreign countries was about the same as in January, 
and was somewhat larger than the new flotations of 
February 1929; the amount issued for refunding pur
poses was considerably larger than in the previous month 
or a year ago.

Gold Movement
Of principal interest during March was the continued 

importation of gold from Japan at San Francisco, 
amounting to $38,500,000, and the receipt of about 
$2,000,000 from China. Since the removal of the em
bargo on gold exports in January, Japan has shipped 
abroad about $79,000,000, with consequent strengthening 
of yen exchange. Imports at the Port of New York 
amounted to about $7,000,000, made up largely by the 
arrival of $5,500,000 from Brazil and $1,000,000 from 
Colombia. There was also a gain of $13,000,000 to this 
country’s gold stock through the release of gold previ
ously earmarked for foreign account. Exports were 
negligible, and a preliminary calculation indicates a net 
gain to the country in excess of $60,000,000. The ac
companying chart shows the monthly net gain or loss to 
the country’s gold stock during the past five years.

The Bank of England’s gold holdings showed an in
crease of £5,000,000 during March, accounted for mainly

MILLIONS OF DOLLARS

Monthly Net Gain or Loss to the Gold Stock of the United States 
(March 1930 preliminary)

by the arrival of £4,000,000 in sovereigns from Australia. 
Further shipments totaling £5,000,000 are reported en 
route from Australia. The Bank of France lost about
70.000.000 francs of gold to Germany during March, and
165.000.000 francs to Belgium.

Foreign Exchange
The strengthening tendency of the principal ex

changes, which became evident in the last week of Febru
ary, continued during March. Excepting the Spanish 
peseta, the Argentine and Brazilian currencies, and the 
Shanghai silver unit, all the exchanges quoted below are 
at higher levels than those of one year ago. Outstanding 
are the Canadian dollar, which touched parity on March 
24 and 25 for the first time since November 1928, and the 
Japanese yen, which has approached the point at which 
gold shipments to San Francisco cease to be profitable.

Cable Rates

Country March 30, 1929 February 28, 1930 March 28, 1930

Belgium............................... $ .1389 $ .1394 $ .1396
England.............................. 4.8525 4.8603 4.8659
France................................. .0391 .0391 .0392

2372 .2386 .2389
Ita ly ..................................... .0523 .0524 .0524
Netherlands........................ .4008 .4008 .4014
Spain.................................... .1510 .1215 .1241
Sweden................................ .2670 .2684 .2689
Switzerland. ...................... .1924 .1930 .1937
Canada................................ .9950 .9945 .9997
Argentina............................ .9560 .8562 .8673
Brazil................................... .1178 .1120 .1168
Japan................................... .4455 .4925 .4947
Shanghai, tael.................... .6238 *.4700 .4713

* February 27

Central Bank Rate Changes
The almost world-wide movement toward lower money 

rates continued during March. The course of this move
ment, as illustrated by the open market and central bank 
discount rates in the four leading European money cen
ters, is shown in the accompanying diagram.

Following is a table of official discount rates at those 
European central banks where changes have been made 
since January 1, 1930, which shows the current rates in 
comparison with the highest rates established in 1929.
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Central Bank Rate and Open Market Rate for 3 Months Bills in 
Leading European Money Markets

Of the 13 banks in this list, 11 reduced their rates at 
least once during March.

The Bank of England has lowered its rate in six suc
cessive steps of one-half per cent each since the 1929 
high of 6^/2 per cent on September 26. Austria, Ger
many, and the Netherlands have had five reductions 
from the 1929 high levels; Hungary has had four reduc
tions; Danzig, Norway, Poland, and Sweden have low
ered their rates three times, Denmark twice, and France 
and Italy once.

Among the non-European central banks, the Bank of 
Java reduced its discount rate from 5 to 4 ^  per cent
On March 11. European Central Bank Rates

(per cent)

Country High 1929 Current rate
Date of 

last reduction

Austria............................................. 8H 6 Mar. 22
Belgium........................................... 5 3H Jan. 1
Danzig.............................................. 7 534 Mar. 8
Denmark......................................... 5 H 4 X Mar. 7
England........................................... 6H s y 2 Mar. 20
France.............................................. 3H 3 Jan. 31
Germany.......................................... 7 ya 5 Mar. 25
Hungary........................................... 8 6 Mar. 29
Ita ly .................................................. 7 6 K Mar. 3
Netherlands.................................... 5M 3 Mar. 25
Norway............................................ 6 4 X Mar. 21
Poland.............................................. 9 7 Mar. 14
Sweden............................................. 5 H 4 Mar. 7

Commodity Prices
Further declines in wholesale commodity prices in 

February brought the index of the Bureau of Labor 
Statistics to 92.1, which with the single exception of 
January 1922 is the lowest since 1916.

Every one of the ten groups composing the Bureau of 
Labor Statistics index showed a decline in February 
from the level of the month preceding, a rare occurrence.

Weekly commodity indexes have shown a further de
cline in March. A  substantial majority of important 
commodities moved lower in the first half of the month, 
and many commodities established new low levels over 
rather extensive periods. Wheat was the lowest since the 
break of last May and June, and corn was the lowest 
since the first half of 1927. Cotton, at 14.00 cents, also

reached a new low since the early part of 1927, and was 
3 %  cents under the level of January. New lows for re
cent years were established by domestic wool, refined 
sugar, and the nonferrous metals except copper. Pig 
iron was the lowest since the 1927-1928 business recession.

Recoveries were made in the latter half of March in 
a few commodities, especially cotton, but these advances 
were from unusually low levels, and other important 
commodities at the close of the month were still hovering 
around their lowest levels. It appears that the average 
prices for the month of March as a whole were somewhat 
lower than in February, and that general indexes of 
wholesale prices for March will be close to the January 
1922 levels, the lowest reached in the post-war decline.

Building
Building contracts awarded in the 37 States east of 

the Rockies, included in the F. W . Dodge Corporation 
report, showed in February a decline of 2 per cent from 
the January volume, and were 12 per cent smaller than 
in February 1929. Residential contracts were up only 
slightly from the very low level of January, and public 
works and utilities projects declined 23 per cent, but 
other non-residential building increased somewhat. For 
the first two months of this year total contracts awarded 
have been 17 per cent smaller than in the corresponding 
period of 1929, when a tendency toward curtailment of 
building activity was already apparent. Residential 
contracts were 47 per cent smaller than in the first two 
months of last year, and the volume of non-residential 
work other than public works and utilities decreased 20 
per cent, while public construction projects showed a 59 
per cent increase.

In Metropolitan New York and vicinity, February 
contracts were 10 per cent larger than in January, and 
were 20 per cent ahead of the amount in February 1929. 
In up-State New York also, there were increases over 
the previous month and a year ago, amounting to 42 per 
cent and 8 per cent respectively. These increases re
flected chiefly larger amounts of commercial building 
and of public works projects.

In the first three weeks of March contracts let showed 
a substantial increase over the February level, and a 
much smaller decrease from the level of the previous year.

Foreign Trade
The foreign merchandise trade of this country showed 

a considerable decline during February. Exports, val
ued at $351,000,000, had at least the usual decrease from 
January, and imports, valued at $281,000,000, had a 
much larger decrease from the previous month than the 
normal seasonal movement. The value of exports was 
less than in February of any year since 1923, and the 
value of imports was less than in the corresponding 
month of any year since 1922.

All principal groups of both imports and exports con
tinued to contribute to the downward movement in total 
foreign trade. Undoubtedly lower commodity prices 
accounted partly for the decrease in value. Compared 
with a year ago, the exports of manufactured products 
were down $35,000,000, or 16 per cent, and exports of 
crude materials and crude foodstuffs decreased 26 and
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45 per cent, respectively. Imports of crude materials, 
the chief items of which are crude rubber and raw silk, 
showed a loss of $39,000,000, or 28 per cent.

Business Profits in 1929
Reports of 629 companies now available, comprising 

33 main industrial and mercantile groups, showed net 
profits for the full year 1929 that were 19 per cent 
larger than in 1928 and 46 per cent larger than in 1927. 
This very favorable showing for the full year 1929 oc
curred in spite of a sharp drop in industrial profits dur
ing the final quarter which accompanied the business 
recession then in progress. In the fourth quarter, in
dustrial profits declined to the lowest level since the first 
quarter of 1928, following an unusually high level in 
the preceding part of 1929, as is shown in the accom
panying diagram. This diagram also shows that railroad 
profits declined considerably in the final quarter of 1929.

MILLIONS OF DOLLARS

(Net profits in thousands of dollars)

STEEL RUBBER

OILS MOTORS

1927 '28

Corporation Groups

Steel companies.....................................
R . R . equipment...................................
Oils...........................................................
M otors.....................................................
M otor parts and accessories (excl. tires)
Rubber.........................................................
Bakery products........................................
Beverages....................................................
Confectionery.............................................
Meat packing.............................................
Other miscellaneous food products.. . .
T obacco.......................................................
Leather and shoes.....................................
Paper............................................................
Printing and publishing..........................
Amusement................................................
Clothing......................................................
S ilk ...............................................................
Other miscellaneous textiles...................
Metals and mining (excl. coal, coke, and

copper)................................................
Coal and coke.........................................
Copper.....................................................
Machinery..............................................
Chemicals and drugs............................
Electrical equipment............................
Heating and plumbing........................
Household equipment..........................
Office equipment...................................
R ealty......................................................
Shipping..................................................
Building supplies..................................
Stores.......................................................
Miscellaneous industries.....................

Total 33 groups............................

Telephone (net operating income) . . 
Other public utilities............................

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

Class I R .R . (net operating income)

Num
ber

24
13 
45
14 
41 
13 
11
6
8

11
37
17
13
9

12
12
6

13
28

20
13
12
31
27
10

7
8 
9
4
5 

33 
36 
81

629

97
95

192

180

1927

$154,009
33,236

138,742
302,985

42,416
58,754
46,156
15,719
16,573
18,851

110,086
96,008
29,820

7,752
27,130
29,662

8,098
7,788

27,273

40,682
12,760
25,310
31,915

101,733
46,962
29,581

7,722
23,868

1,749
4,415

64,667
152,145
213,009

1,927,576

227,566
775,177

1,002,743

1,085,142

1928

$205,310
23,587

291,170
370,842

78,116
18,921
50,153
18,128
18,395
34,462

127,186
99,435
26,854

8,470
31,767
36,515
10,498
8,551

18,111

51,272
6,662

49,849
37,541

122,451
54,577
31,621

9.568 
29,333
2,686
4.569 

68,993
162,272
273,059

2,380,924

253,437
868,703

1,122,140

1,194,488

1929

$339,754
37,169

356,849
331,216

89,197
31,284
58,001
21,816
20,903
33,978

144,856
109,675
24,868

8,944
36,274
55,031

7,955
7,116

17,671

68,724
12,863
63,259
44,801

144,836
73,381
35,434
14,949
38,063

4,034
6,611

73,116
172,206
338,586

2,823,420

276,139
1,006,500

1,282,639

1,274,774

Quarterly Net Profits of 105 Industrial Corporations and Net 
Operating Income of Class I Railroads

A  large proportion of all the industrial groups had a 
materially higher margin of net profit for the full year 
1929 than for 1928. The outstanding example was the 
steel group, which expanded net earnings 66 per cent 
further, or about twice as much as the percentage rise

from 1927 to 1928. Amusement, household equipment, 
realty, and shipping companies reported large increases 
in profits; also the railroad equipment, rubber, and coal 
and coke companies, but in the case of the three latter 
groups the advances represented recoveries from the 
low figures for 1928. Increases in net earnings of the 
oil, machinery, electrical equipment, office equipment, 
metals and mining companies, and miscellaneous were 
also above the average for all industrial companies. The 
only groups to show smaller profits in 1929 than in the 
preceding year were the automobile companies, which, 
exclusive of the Ford Motor Company, reported an 11 
per cent reduction; and clothing, meat packing, leather 
and shoe, and silk and other textile concerns.

COAL & COKE
FOOD & 

FOOD 
PRODUCTS TOBACCO

METALS & 
MINING 

INCL COPPER

1927 '28 1927 *28 '29 1927 '28  *29 1927 *28 *29 1927 '2 8  '29 1927 '28 '29 1927 *28 *29

LEATHER 
& SHOE

CHEMICAL 
& DRUG

BUILDING
SUPPLIES

ALL OTHER CLASSI
STORES INDUSTRIALS TELEPHONE UTILITIES R.R.

1927 '28  '29 1927 '2 8  '29 1927 '28  '29  1927 '2 8  '29 1927 '28 *29 1927 '28 *29 1927 'ZQ *29 1927 '28 *29
Annual Net Profits of Industrial, Mercantile, and Public Utility Corporations, and Net Operating Income of Class I Railroads in

1929, Compared with 1928 and 1927 (1928 =  100 per cent)
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The number of factory workers employed in the coun
try as a whole showed practically no change from Janu
ary to February, whereas usually there is a seasonal in
crease of around 1 %  per cent; consequently the general 
level of employment, after seasonal adjustment, declined 
further to a new low point since 1924. In New York 
State, factory employment declined about ^  per cent, 
in contrast to a usual gain of more than 1 per cent, and 
this bank’s adjusted index fell slightly below the lowest 
level reached in 1924. Two other indicators of the em
ployment situation— voluntary labor turnover, and the 
ratio between orders for workers and applications for 
employment at New York State employment bureaus—  
also remained at low levels in February.

Factory payrolls in New York State declined in 
February, whereas there is usually a seasonal increase in 
that month, and were substantially under the level of a 
year previous. Average weekly earnings of the factory 
workers who retained their employment also declined 
from January to February, and were lower than in any 
month last year.

In March the ratio of help wanted to applications for 
work increased somewhat. There were indications that 
factory employment showed little change, when usually 
there is a seasonal increase, but an expansion in out-of- 
door activities provided employment for more workers. 
The number of workers who were unemployed remained 
relatively large.

Production
A  number of important industries made further re

coveries in February from the low levels to which pro
ductive activity fell in December, but operations in 
nearly all cases remained well below a year ago, and pre
liminary indications are that seasonally adjusted figures 
for March may show a decline. The largest February 
increase in production, relative to the usual seasonal 
movement, occurred in the steel industry, but there was 
also a substantial increase in pig iron output, and a 30 
per cent increase in the average daily automobile pro
duction was slightly more than usual for the season. 
Other more than seasonal increases occurred in February 
in silk manufacture and the production of cement; 
slaughterings of live stock in the aggregate showed less 
than the usual decline; and petroleum production was 
somewhat higher. On the other hand, output of copper 
was further curtailed, and this bank’s index, which is 
adjusted for the usual seasonal variations and year-to- 
year growth, reached a new low level since 1923. Con
sumption of raw cotton showed an unseasonal decline, 
and curtailment of activity was also reflected in this 
bank’s indexes of zinc output and of tin deliveries. 
Production of coal dropped steadily throughout Febru
ary, and figures for the month as a whole showed a de
crease of more than seasonal proportions.

Operations in the steel industry, after reaching 82 per 
cent of capacity in the third week of February, decreased 
to slightly below 75 per cent in the third week of March, 
but there was a small recovery in the final week. Con
sequently, the average daily output for the month of 
March will probably show a decline, when usually there

E m ploym ent and W ages is a considerable seasonal expansion. The rate at which 
pig iron was being produced at the beginning of March 
was less than 1 per cent above the average for the 
month of February as a whole, so that a decided increase 
would have been necessary in the remainder of the 
month in order to show the usual March expansion. A  
decline in automobile production was reported in the 
second half of February, and it appears doubtful 
whether the March output will show the usual seasonal 
increase over the February average. Petroleum produc
tion averaged less than in February, and coal production 
was decidedly lower.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Feb. Dec. Jan. Feb.

MetaU
115 '95 94 101

Steel ingots..................................................... 117 86 91 109
Copper, TJ. S. mines..................................... 126 107 92 88p

86 94 79 89p
111 83 83 81

Tin deliveries.................................................. 104 94 84 73

Automobiles
Passenger cars........................ .............. .. 138 39 87 88p
M otor trucks.................................................. 143 74 99 109p

Fuels
Bituminous coal............................................. 99 88 87 82p
Anthracite coal............................................... 107 114 103 99p

n o 104 104 103p
119 106 104 107p
102 100 93

Textiles and Leather Products 
Cotton consumption..................................... 105 80 89 86
W ool mill activity......................................... 97 76 75 75p
Silk consumption........................................... 99 103 104 108
Leather, sole................................................... 102 109 113 118p
Boots and shoes............................................. 97 86 92p

90

87p

Foods and Tobacco Products
Livestock slaughtered.............................. .... 100 95 94
Wheat flour..................................................... 103 88 94 95p
Sugar meltings, U. S. ports........................ 90 92 93 75
Tobacco products.......................................... 103 103 99 102

Miscellaneous
119 111 108 110
130 65 87r 85

Paper, newsprint........................................... 86 86 91 92

p Preliminary 
r RevisedIndexes of Business Activity

General business activity showed no consistent change 
in February, and at present it appears that March fig
ures will show no material change. Average daily car 
loadings of merchandise and miscellaneous freight in
creased slightly more than usual in February, and 
showed a further increase of about seasonal proportions 
in the first half of March, while loadings of bulk freight 
have shown a little more than the usual decline. The 
total foreign trade of this country dropped to a level 
substantially under that of a year previous, and the 
index of imports, adjusted for seasonal variations and 
year-to-year growth, was the lowest since 1924. Depart
ment store sales in this district were little changed in 
February, while advertising and chain store sales showed 
small increases, after seasonal allowance. Average daily 
life insurance sales increased in February, but the gain 
was somewhat less than seasonal, and the adjusted index 
showed a decline for the first time since last October. 
This bank’s index of bank debits in 140 centers outside 
of New York City remained in February at about the 
lowest level since 1924, and it now appears probable that 
the March index will show little change.
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(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Feb. Dec. Jan. Feb.

Primary Distribution
Car loadings, merchandise and misc........ 99 87 92 94
Car loadings, other....................................... 104 88 90 89
Exports............................................................ 105 80 85 85p
Im ports............................................................ 117 104 104 95p
Panama Canal traffic................................... 91 75 85

Distribution to Consumer
Department store sales, 2nd Dist............. 101 100 98 99
Chain store sales, other than grocery.. . . 99 101 89 96
Life insurance paid fo r ................................. 104 107 111 106
Advertising..................................................... 98 93 86 89

General Business Activity
Bank debits, outside of New York City.. 112 103 98 98
Bank debits, New York C ity ..................... 187 138 117 126
Velocity of bank deposits, outside of New

York C ity ................................................... 125 115 115 115
Velocity of bank deposits, New York City 210 139 129 143
Shares sold on N. Y . Stock Exchange. . . 313 289 241 267
Postal receipts................................................ 87 85 80 79
Electric power................................................ 106 102 103p
Employment in the United States........... 101 96 96 94p

102 100 111 116
Building contracts......................................... 109r 81r 88r 90r
New corporations formed in N. Y . State. 119 86 96 101
Real estate transfers..................................... 85 71 69 69

General price level*...................................... 179 174 174 173
225 227 227r 226

Cost of living*................................................ 170 172 170 170

p Preliminary * 1913 average= 100 
r Revised

Department Store Trade
The total sales of reporting department stores in this 

district during February were practically unchanged 
from a year ago. Sales of New York City stores were 1.5 
per cent larger than last year, and the Hudson River 
Yalley district showed an increase of more than 5 per 
cent, but the sales of the Rochester, Northern New York 
State, and Capital district department stores showed 
little or no change from a year ago, and all other locali
ties reported decreases. The sales of the reporting ap
parel stores continued to be substantially smaller than 
last year.

Stocks of merchandise on hand in department stores 
were slightly smaller than a year ago, and the average 
rate of stock turnover was a little higher. Collections on 
charge accounts outstanding continued to be slower than 
a year previous.

Locality

Percentage 
change 

February 1930 
compared with 
February 1929

Per cent of 
accounts 

outstanding 
January 31 
collected in 
February

Net
sales

Stock 
on hand 
end of 
month 1929 1930

New Y ork ............................................................ +  1.5
—  9 .2  
+  0 .2
—  6.9
—  1.5
—  4.1
—  2 .0  
+  0 .6
—  1.9
—  8.5 
+  5.9 
+  0 .3
—  7.5

—  0 .2  
+  5 .0  
— 10.3 
+  2 .7
—  4 .8  
+  0 .6
—  5 .7

45.3

36! 8
25.4

36.2
37.5

42.2

35'.3
24.1

37^0
36.2

Buffalo..................................................................
Rochester.............................................................
Syracuse...............................................................
Newark.................................................................
Bridgeport...........................................................
Elsewhere............................................................

Northern New York State..........................
Central New York State.............................
Southern New York State..........................
Hudson River Valley D istrict...................

Westchester District.....................................

All department stores.............................. —  0 .1 —  0 .9 43.3 40.7

Apparel stores............................................ —  9 .4 +  1.1 71.6 67.1

Sales and stocks in major groups of departments are 
compared with those in February 1929 in the following 
table.

Net sales 
percentage change 

February 1930 
compared with 
February 1929

Stock on hand 
percentage change 
February 28, 1930 

compared with 
February 28, 1929

Toys and sporting goods....................... + 1 5 .9 +  9 .9
Toilet articles and drugs....................... + 1 0 .5 +  3.1

+  8 .3 —  7 .7
Shoes.......................................................... +  7 .3 +  2 .0
Women’s and Misses’ ready-to-wear.. +  6 .4 —  3 .3
Women’s ready-to-wear accessories... +  3 .4 + 1 1 .6
Books and stationery............................. +  1 .7 + 1 4 .7

+  1.4 +  3 .7
Men’s and Boys’ wear........................... +  0 .8 —  2 .6

—  1.2 +  7 .7
M en’s furnishings................................... —  1.2 +  2 .8
Home furnishings.................................... —  1.2 —  0 .9
Musical instruments and radio........... —  2 .4 — 13.6
Linens and handkerchiefs..................... —  3.1 +  8 .4
Silverware and jewelry.......................... —  3.2 +  0 .7
Woolen goods........................................... — 10.7 — 17.0
Luggage and other leather goods........ — 10.9 + 1 0 .7
Silks and velvets..................................... — 12.5 — 15.4
Miscellaneous........................................... —  4 .4 —  8 .8

Wholesale Trade
Wholesale dealers in this district reported an average 

decrease of 8 per cent in February sales as compared 
with a year previous, or about the same decrease as in 
January. Sales of groceries showed a very small increase 
over February 1929, but sales in all other reporting lines 
showed decreases. Following increases in January, the 
sales of men’s clothing and paper declined in February, 
and sales of stationery showed the first decrease in al
most a year. Large decreases continued to be reported 
in the sales of jewelry and diamonds, and there were 
fairly substantial declines also in sales of cotton goods, 
shoes, and hardware. Machine tool orders, reported by 
the Machine Tool Builders Association, were only a little 
over half as large as in February 1929. Quantity sales 
of silk goods, reported by the Silk Association, showed a 
comparatively small decrease, and drug dealers reported 
sales only slightly smaller than a year ago.

Stocks of silk goods, shoes, and drugs remained larger 
than a year ago, but stocks held by cotton goods and 
hardware dealers continued to be smaller than last year. 
Collections were slower than in 1929 in a majority of 
lines.

Commodity

Percentage 
change 

February 1930 
compared with 
January 1930

Percentage 
change 

February 1930 
compared with 
February 1929

Per cent of 
accounts 

outstanding 
January 31 

collected 
in February

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1929 1930

— 12.0 —  5.2 +  0.4 —  0 .6 66.3 67.7
Men’s clothing............... + 5 0 .0 —  1.7 42.9 34.6
Cotton goods.................. + 1 5 .2 + ‘ i'.8 — 11.5 — T .3 28.9 26.0

—  9 .8* —  0 .3* —  2.3* +  9 .9* 43.2 43.8
+ 2 4 .1 +  6 .9 — 12.7 +  2 .8 35.2 32.4
— 13.2 + 1 9 .7 —  0 .7 + 1 7 .0 39.0 31.4
—  6.9 —  0 .2 — 12.2 — 12.7 39.6 42.2

Machine tools**............ —  6 .5 — 49.3
— 17.3 —  3.2 76*4 64 ’.7
—  9 .5 —  5 .6 64.9 64.4
—  7.0 — -9*.4 — 37.1 — 30’.6 j  22.4+  7.4 +  2 .0 — 33.5 — 10.6 ? 26.1

Weighted Average. +  6 .4 —  7.9 48.0 45.4

* 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 Variations (1923-25  
average =  100 per cent)

PER CENT

Wholesale Price Index of United States Bureau 
of Labor Statistics (1926 average =  100 

per cent)
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Monthly Averages of Weekly Figures for Report
ing Member Banks in Leading Cities (Latest 
figures are averages of first 2 weeks of March)

MILLIONS OF DOLLARS

Reserve Bank Credit (Monthly averages of daily 
figures for 12 Federal Reserve Banks; latest 
figures are averages of first 18 days of March )

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

I NDUSTRIAL production increased in February, -while the number of workers 
employed in factories was about the same as in January. Wholesale com

modity prices continued to decline. Credit extended by member banks was 
further reduced in February, but increased in the first two weeks of March. 
Money rates continued to decline.

P roduction

In  February industrial production increased about 2 per cent according to 
the Board's index, which is adjusted to allow fo r seasonal variations. This 
increase reflected chiefly a substantial gain in the output of iron and steel. 
Automobile production was in larger volume than during January, but was 
30 per cent smaller than the large output of a year ago. Cotton and wool con
sumption by mills was substantially lower in February, and production of 
bituminous coal and copper also decreased.

In  the first two weeks of March the output of steel mills declined in com
parison with February, contrary to the usual seasonal movement. Bituminous 
coal output also was smaller.

The volume of building contracts awarded in February was about the same 
as in the preceding month. Residential building continued at an exceptionally 
low level while contracts for public works and utilities were large in comparison 
with the corresponding month in other recent years. Awards in the first two 
weeks of March were larger than in the first half of February.

E m p l o y m e n t

The volume of factory employment, which had reached a low point in Janu
ary, showed little  change in February, when an increase usually occurs. Factory 
payrolls increased during the month, but by a smaller amount than is usual at 
this season. In  the steel, automobile, agricultural implement, and tobacco 
industries, employment increased during the four-week period, while further 
decreases occurred in the cotton and wool textile, lumber, ^automobile tire, 
electrical machinery, and machine tool industries.

D ist r ib u t io n

Freight car loadings on an average daily basis were slightly larger than in 
January, but smaller than in the corresponding month of any other recent year. 
Slight seasonal increase was reported during early March. Department store 
sales in February continued to be below the level of a year ago.

P r ic e s i

Wholesale prices of commodities declined further during February, and the 
Bureau of Labor Statistics index at 92.1 per cent of the 1926 average was at 
the lowest point since January 1922. Marked declines occurred during the 
month in the prices of many agricultural products—grains, hides, raw wool, and 
cotton; in certain imported raw materials, notably sugar and silk; and also in 
textiles, petroleum, and pig iron.

During the first part of March, a number of these commodities declined s till 
further in price. Wheat and cotton prices were considerably lower, and silver 
reached the lowest point on record. By the middle of the month, however, 
prices of cotton, hides, and silver had recovered somewhat.

B a n k  Credit

Liquidation of credit at member banks continued throughout February and 
on February 26 total loans and investments of member banks in leading cities 
were in  about the same volume as in the early summer of last year. During 
the following two weeks, however, there was an increase of $230,000,000 in 
loans and investments, chiefly in loans on securities. A ll other loans, largely 
fo r commercial purposes, increased slightly.

From the middle of February to the middle of March the volume of Reserve 
Bank credit outstanding decreased further by $90,000,000. This decline 
reflected chiefly an increase in gold stock of $75,000,000 and a further decline 
of money in circulation, offset in part by some increase in member bank reserve 
balances. Member bank indebtedness at the Reserve Banks declined to 
$267,000,000, the lowest level since early in 1925; Reserve Bank holdings of 
bills declined, while those of United States securities increased.

Money rates in the open market eased further and bond yields declined 
rapidly to the lowest level since 1928. A t the middle of March the discount 
rate at the Federal Reserve Bank of New York was reduced from 4 to per 
cent, and the rate at the Cleveland, Philadelphia, and San Francisco banks 
from 4% to 4 per cent.
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Money Market in April
During April there was no evidence of unusual ease 

in the money market, such as appeared for a brief period 
in March. In the bond market, activity diminished and 
bond prices receded slightly; in foreign exchanges, with 
a few exceptions, the April tendency was slightly down
ward ; in gold movements, the inflow to the United States 
which in March appeared to be nearing an end, was re
sumed.

These tendencies appear to have represented in part 
simply a reaction from the rapid decline in money rates 
due to Treasury operations at the March tax period, and 
from movements stimulated by that decline. The tem
porary surplus of funds which appeared in the third 
week of March suddenly vanished, and during April, 
while money was relatively cheap, there was little indict 
tion of the presence in the New York money marked of 
surplus funds seeking employment. Call loan rates, 
which had declined as low as 2 per cent on the Stock Ex
change in March, held at 3 %  to 4 per cent in April, and 
90 day Stock Exchange time loan quotations advanced 
from the March low of 3%  per cent to 4 and 4%. In ac
ceptance rates, the upward revision near the end of 
March was followed by a further net advance in April, 
so that in the latter part of the month 90 day unen
dorsed bills were quoted at 2%  per cent, as compared 
with a recent low of 2y2 per cent.

A  factor in the somewhat less easy money conditions 
of April, in addition to the reaction from temporary 
BILLIONS OF DOLLARS

if. T IM E  D E P O S IT S
1927 1928 1929 1930

Time Deposits in Weekly Reporting Member Banks in Leading Cities

Money Rates at New York

Apr. 30, 1929 Mar. 31, 1930 Apr. 29, 1930

Stock Exchange oall loans........................ *8-16 *3J4-4 * 3 ^ -4
Stock Exchange 90 day loans................. 8 H 4 4
Prime commercial paper.......................... 6 3M -4 3 ^ -4
Bills— 90 day unindorsed......................... 5% 2H 2 %
Customers’ rates on commercial loans.. 
Treasury certificates

t5.73 t4 .93 t4.61

Maturing September 15 (yield)......... 4.94 2.77 3.02
Maturing December 15 (yield)...........

Federal Reserve Bank of New York re
4.92 2.47 3.19

discount rate...........................................
Federal Reserve Bank of New York

5 3H 3 H
buying rate for 90 day bills................. 5H 3 3

* Range for preceding week f  Average rate of leading banks at middle of month

conditions during the tax period, was the continued large 
demand for funds to finance security trading. During 
the four weeks ended April 23, total brokers loans placed 
by New York City banks for their own account, for out- 
of-town banks, and for other lenders increased nearly 
$400,000,000, bringing the total increase since January 
29 to about $875,000,000. This was an increase about as 
rapid as any that have occurred in the past two years.

In other directions, however, there have been indica
tions of conservatism in the use of funds. Loans of re
porting member banks of the type which presumably 
represents chiefly business credit declined further, and 
on April 16 were nearly $400,000,000 smaller than on the 
last report date in January, whereas in the correspond
ing period last year these loans increased more than 
$400,000,000. In addition, loans on securities made 
directly to bank customers, which were increased rather 
than reduced at the time of the break in the stock market 
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last autumn, have been liquidated gradually but steadily, 
and are now considerably smaller than at the beginning 
of the year.

A  further development in banking trends has been a 
renewed increase in time deposits, which, as is shown in 
the first diagram on the preceding page, have been 
moving upward during the past few months at about the 
same rate* as in the period preceding June 1928. Simi
larly, reports received by this bank from 30 leading 
savings banks in the Second Federal Reserve District 
have shown during the past four months an increase 
rather more rapid than usual for the time of year. In 
the past two years, during the period of high money 
rates and unusually active employment of funds in the 
security markets, the increase in savings deposits and 
in other time deposits was halted and finally turned 
into a decline, but the upturn of the past few months 
appears to represent a resumption of a movement which 
might be considered the normal trend of growth.

The indebtedness of member banks at the Reserve 
Banks has been reduced further during the past month 
to the smallest volume since November 1924, chiefly as 
the result of continued gold imports. A ll these changes 
have tended to put the member banks in a position in 
which they could again increase their investments, and 
within the past two months there has been a fairly sub
stantial increase in the investment portfolios of report
ing member banks, which is shown in the second diagram 
on the preceding page. Almost invariably during recent 
years, such an upturn in bank investments has followed 
within a few months a movement toward easier money 
conditions, and has been a factor tending to strengthen 
the bond market at such times.

B il l  M a r k e t

Reflecting a supply of bills that continued to be large 
relative to the investment demand, the bill dealers on 
April 1 made another upward revision in rates which 
brought the 90 day offering quotation to 2 %  per cent. 
As the general demand for bills failed to show an im
provement by the middle of the month and dealers’ port
folios remained large, open market rates were advanced 
again, and the offering rate for 90 day unendorsed bills 
became established at 3 per cent, or the same as the Re
serve Bank’s buying rate for endorsed bills of that 
maturity. Following this, demand for bills increased 
somewhat and was noticeably better in the latter part 
of the month, while the supply of bills offered to the 
market gradually decreased. Effective April 29, rates 
for 3 to 6 months bills reverted to the quotations prevail
ing before the advance of the middle of the month while 
rates for short bills were unchanged. The Reserve 
System’s total portfolio of bills showed only minor 
changes for the month, as an excess of purchases of short 
bills over maturities from the Reserve Bank’s holdings 
was somewhat more than offset through a repurchase by 
the dealers of a substantial amount of bills which they 
had sold the New York Bank under repurchase agree
ment.

The volume of bills outstanding underwent a further 
seasonal decline of $85,000,000 during March. The total 
decline from the December peak of outstandings has

amounted to 11 per cent this year, as compared with 6 
per cent in the corresponding period of 1929, but the 
amount remaining oustanding on March 30, 1930, at 
$1,539,000,000, was $334,000,000 larger than a year ago. 
The smallest decrease from February to March was in 
the group of acceptance credits representing foreign 
shipments or storage of goods. Nearly two-thirds of the 
increase over a year ago in total outstandings repre
sented an increased volume of this type of acceptance 
business.

(In millions of dollars)

Classification March 1929 March 1930

Based on Goods Stored in or Shipped between 
Foreign Countries.................................................... 267 467

Exports........................................................................... 387 466
Im ports........................................................................... 360 314
Domestic Warehouse Credits.................................... 124 219
Dollar Exchange........................................................... 50 58
Domestic Shipments.................................................... 17 15

T otal............................ .......................................... 1,205 1,539

C o m m e r c ia l  P aper  M a r k e t

Open market commercial paper continued throughout 
April to be quoted at a range of 3% -4  per cent. As 
the month progressed, however, there was evidence of 
a slightly firmer tendency than in the latter part of 
March. Prime paper became somewhat more difficult 
to dispose of at the lower rate, so that toward the end 
of April the larger proportion of the sales was being 
made at 4 per cent. Although, as compared with the 
previous month, there was some decline in investment 
demand for commercial paper on the part of the banks 
generally, the scarcity of paper of the kind that ordi
narily would command the lowest market rate was a fac
tor in limiting sales at 3 %  per cent.

During March a further increase of $72,000,000, or 16 
per cent, occurred in the amount of commercial paper 
outstanding through the 21 dealers who report to this 
bank. After six months of continuous increase, outstand
ings reached on March 30 a total of $529,000,000, an 
amount virtually twice as large as at the low level of 
last September. The end of March total was 37 per cent 
above the volume outstanding in March 1929, and was 
the largest for any month since May 1928.

New Financing
Final figures on security issues for new capital pur

poses in March show a total of $775,000,000, which was 
$253,000,000 more than in February and slightly more 
than in January, but materially less than in March 1929, 
when the volume of offerings was much expanded by the 
large amount of stock issues, including investment trust 
financing. The accompanying diagram indicates that, 
while stock issues during the first quarter of this year 
have continued in much reduced quantities, bond flota
tions by domestic corporations have been in materially 
larger volume than in some tim e; the increase over the 
first three months of 1929 has amounted to nearly 70 per 
cent.

State and municipal issues in March were nearly twice 
as large as in February, and the total for the first 
quarter was $86,000,000 in excess of the flotations a year 
ago. Considerable amounts of the proceeds of these is-
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MILLIONS OF DOLLARS 
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New Security Flotations of Domestic Corporations——-Refunding 
Issues Excluded (Commercial and Financial 

Chronicle monthly figures)

sues are to finance public construction projects recently 
authorized. In the field of foreign financing, the amount 
of new capital raised, including financing by domestic 
corporations which use the funds in foreign countries, 
was in considerably larger volume than in the preceding 
month. The foreign flotations in the first three months 
of 1930 were decidedly larger than in the last two 
quarters of 1929, and also larger than in some preceding 
periods in the past two years.

(In millions of dollars)

1928 1929 1930

1st quarter...................................... 327 244 260
2nd quarter..................................... 523 267

144 108
4th quarter..................................... 250 144

1244 763

Preliminary compilations of new issues offered dur
ing April indicate that bonds continued to predominate 
in the public security offerings of domestic and foreign 
borrowers. In the domestic corporate division, there was, 
as in March, a substantial volume of railroad issues, 
while industrial and public utility bond financing was of 
moderate amount. Municipal and State borrowings, in
cluding $31,550,000 of bond issues of the State of New 
York, which were taken by private account and of which 
there was no public offering, were well up to the March 
volume. Foreign issues were considerably enlarged by 
the offering of $50,000,000 of Argentine Government six 
months notes, and by the $35,000,000 State of San Paulo 
(Brazil) Coffee Realization Loan. There was one large 
preferred stock flotation publicly offered during the 
month, that of $60,000,000 by the Republic Steel Co., at 
a price to yield 6.30 per cent. In addition to the public 
offerings, the American Telephone and Telegraph Co. 
announced that at least $235,000,000 of common stock 
would be offered to its stockholders as of May 23, 1930. 
Payment for subscriptions will not begin until August 1. 
This piece of financing constitutes a record amount for 
an American corporation.

Security Markets
Following the activity of the first three weeks of 

March, bond trading slackened and prices turned down

ward in the closing part of that month, and this trend 
persisted throughout April, and by the end of the month 
bond prices had lost about one point, or about half 
of the March advance. The downward tendency of bond 
prices during April accompanied slightly firmer money 
conditions, and also a continuance of fairly large new 
security flotations.

United. States Government bonds declined somewhat 
more than did corporate issues and at the end of April 
were practically back to the levels of early March. Lead
ing foreign issues, on the other hand, had smaller pro
portionate decreases than either domestic corporate or 
United States Government bonds, for the March advance 
of over two points was followed by an average reaction 
of only %  of a point.

During the first two weeks of April, prices of indus
trial and utility stocks continued to advance, and the 
volume of trading on the New York Stock Exchange was 
in excess of 5 million shares daily. A t the height of this 
movement a general average of stock prices showed a net 
recovery of 58 per cent of the loss sustained in the 1929 
break. Public utility shares as a group appeared to have 
regained about 63 per cent of their loss and industrials 
55 per cent, while railroad shares showing a 41 per cent 
recovery were somewhat lower than at the end of March. 
During the third week of April no further advance was 
made, and, for the balance of the month, prices were 
irregularly lower. The week-to-week movements of the 
three principal classes of stocks are indicated in the ac
companying diagram.
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Bank Earnings and Expenses in 1929
This bank’s annual study of the operating ratios of 

representative member banks in this district indicates 
that, notwithstanding the high level of interest rates, the 
past year was not an unusually profitable one for the 
banks.5* Gross earnings, it is true, increased, and the 
ratio of such earnings to total available funds was well 
above the average for the past six years, especially in the 
case of the large city banks. Losses, however, showed

* Circular No. 975 containing these operating ratios for selected 
banks, grouped according to size and according to the proportion 
of time deposits, w ill be sent on request.
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a considerable increase, so that the percentage of gross 
earnings left for net profits was in many cases noticeably 
smaller than in previous years. The only exceptions 
were the groups of large banks, both in New York City 
and elsewhere in this district, having loans and invest
ments in excess of $10,000,000; these banks showed a 
slight increase in the percentage of earnings left for net 
profits after expenses, charge-offs, and recoveries.

The increase in gross earnings of the selected banks 
in 1929 was due partly to an increase in the proportion 
of loans to investments, since the rate of return on loans 
is usually somewhat higher than on investments, and 
partly to higher loan rates during the past year. The 
New York City banks, whose interest charges fluctuate 
more widely in response to changing money conditions, 
showed an increase from a little over 5 per cent in 1928 
to 6 per cents in 1929 in the rate of income from loans, 
but the smaller banks, which tend; to keep their! interest 
rates relatively stable, showed only a slight increase. 
The percentage of gross earnings obtained from profits 
on securities sold declined further in 1929, accompany
ing the continued decline in bond prices, but income 
from trust departments showed a noticeable increase, 
especially for the larger banks.

Current expenses, including salaries, interest pay
ments, and other expenses, took a somewhat smaller pro
portion of gross earnings in 1929 than in 1928, especially 
in the case of large New York City banks. In many cases, 
however, the declines in expense ratios were more than 
offset by increases in losses charged off, chiefly on in
vestments. The result was that for all selected banks 
combined the percentage of gross earnings left for net 
profit was 19.5 per cent in 1929 as compared with 22.2 
per cent in 1928, and 23.1 per cent in 1927.

A  general tendency to increase the proportion of 
capital funds to deposits appeared in all groups of banks 
having loans and investments of $500,000 or more. For 
all groups combined, the ratio of capital funds to gross 
deposits was 16.9 per cent in 1929 as compared with an 
average of 15.6 per cent for the preceding six years; in 
the case of New York City banks the proportion was 
increased in 1929 to 20.4 per cent as compared with an 
average for the previous six years of 14.4 per cent. Due 
partly to the increase in capital, and partly to the lower 
ratio of net profit to gross earnings, the average rate of 
profit on capital funds for all selected banks combined 
was lower in 1929 than in either of the two previous 
years.

Foreign Trade
March exports of merchandise, valued at $374,000,000, 

showed a seasonal gain over February, but were $116,- 
000,000 smaller than a year ago, the largest decline that 
has occurred in several years. Imports, valued at $300,- 
000,000, also were seasonally larger in March than in the 
previous month, but remained smaller than in the cor
responding month of any year since 1922.

Compared with a year ago, the largest decrease in 
actual dollar value among the main groups of exports 
was in finished manufactures, but the export group 
showing the heaviest percentage decline for this period 
was crude foodstuffs. Exports of crude materials, largely 
raw cotton and tobacco, had the smallest percentage de-

MILLIONS OF DOLLARS MILLIONS OF DOLLARS

Foreign Trade of the* United States; Monthly Exports 
and Imports of Merchandise

cline in value from a year ago. Quantity shipments 
abroad of raw cotton showed a much smaller decline 
from last year in March than in February, due to an 
increase of 19 per cent between the two months, which 
is contrary to the usual seasonal movement.

Among the imports, manufactured foodstuffs, chiefly 
sugar, declined 39 per cent in value from a year ago, 
and crude materials, principally raw silk and crude rub
ber, showed a decline of 27 per cent. Quantity receipts 
of raw silk decreased 17 per cent from March 1929, and 
receipts of crude rubber 16 per cent.

The accompanying diagram shows the month-to-month 
movement of exports and imports, compared with the 
past two years.

Central Bank Rate Changes
The movement in the direction of lower money rates 

was continued during April by reductions in the central 
bank rates of Sweden, Switzerland, Italy, and Finland. 
The Swedish Riksbank, effecting its fourth half per cent 
reduction from the 5 %  per cent level ruling last Septem
ber, lowered its rate to 3 %  per cent on April 3. The 
Swiss National Bank rate, which had stood unchanged 
at 3y2 per cent since October 1925, was reduced to 3 
per cent effective April 3. The Swiss franc has been one 
of the strong exchanges in recent months and the na
tional bank has lately been receiving gold from Paris 
and London on arbitrage account. The rate of the Fin- 
lands Bank was lowered from 7 to 6 %  per cent on April 
29, the first change since November 1928. On April 24 
the Bank of Italy rate was lowered from 6 %  to 6 per 
cent, following a reduction from 7 to 6 ^  per cent on 
March 3.

The Imperial Bank of India effected a seasonal reduc
tion of its rate from 7 to 6 per cent on April 3. Press 
reports state that the National Bank of Yugoslavia low
ered its rate from 6 to 5 ^  per cent on April 15. A  
nominal bank rate of 6 per cent has been ruling in Yugo
slavia since the end of the war.

Foreign Exchange
The month of April was marked by no conspicuous 

change in the position of the foreign exchanges. Dur
ing most of the month the tendency in sterling, Canadian
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dollars, and Japanese yen was downward, and toward 
the close of the month quotations were somewhat lower 
than at the end of March. Most of the other currencies 
have show^n little change, but in general have been firm. 
Guilders at $0.4025% gained more than 10 points and 
stood well above their parity of $0.4020. The reichsmark, 
the belga, the Swiss franc, and the Swedish crown were 
appreciably above par. Of the exchanges quoted in the 
accompanying table the Spanish peseta, the Argentine 
and Brazilian currencies, and the Shanghai tael are be
low the levels of a year ago.

Cable Rates

Country April 30, 1929 March 31, 1930 j April 28, 1930

Belgium.............................. $ .1389 $ .1396 $ .1397
England............................. 4.8534 4.8650 4.8622
France................................ .0391 .0391 .0392
Germany............................ .2371 .2388 .2388
Italy .................................... .0524 .0524 .0524
Netherlands...................... .4021 .4014 .4026
Spain.................................. .1447 .1246 .1241
Sweden............................... .2673 .2689 .2689
Switzerland....................... .1926 .1936 . 1939
Canada............................... .9920 .9998 .9991
Argentina........................... .9560 .8787 .8834
Brazil......................... .. .1192 .1165 .1185
Japan.................................. .4495 .4945 .4938
Shanghai, tael................ .. .6025 .4713 .4713

Gold Movement
Continued receipts of gold from Brazil, amounting to 

$25,000,000, and the receipt of $2,400,000 from Peru 
made up the bulk of the imports at the Port of New 
York during the first 29 days of April. In addition, $10,- 
000,000 of gold from Brazil and $1,000,000 from Uru
guay are expected to arrive on April 30. Imports of gold, 
at San Francisco from the Far East continued, $15,-
600,000 arriving from Japan and $3,900,000 from China. 
Total receipts from Japan in this movement now amount 
to about $94,600,000, and receipts from Brazil total $57,-
700,000, including the import of the 30th. As exports 
were negligible and no change occurred in gold ear
marked for foreign account, it appears that there will be 
a net gain to the country’s gold stock in April of more 
than $57,600,000. Since the first of January net imports 
and changes in earmarked gold have resulted in a total 
gain of approximately $194,000,000 of gold.

In April, there was a gain in gold holdings at the 
Bank of England of about £8,000,000, accounted for 
mainly by the arrival of £6,000,000 from Australia, mak
ing a total of £17,000,000 received from that source in 
the current movement. As a result of arbitrage opera
tions, Berlin drew gold from London and Paris in April 
and some gold reached Switzerland from both those 
centres.

Commodity Prices
The outstanding event in commodity price movements 

during April was a reduction in the domestic price of 
copper to 14 cents from the 18 cent level that had been 
quoted for practically a year. Developments in the cop
per situation during recent years are shown in the ac
companying diagram. In late 1928 and early 1929, 
stocks of copper fell to the lowest levels of the post-war 
period, at a time when demand was extremely large, and 
the price was advanced rapidly until in March 1929 it

Domestic Price of Refined Copper, and Refinery Stocks Held in North 
and South, America, Monthly 1919s to 1930

reached for a few days the unusual level of 24 cents. The 
reduction to 18 cents which followed shortly afterwards 
still left the price much above the quotations of most 
preceding years. Since the 18 cent level was established, 
however, the demand for copper has declined drastically, 
accompanying the decline in general business activity, 
and in spite of curtailment in production, stocks of cop
per have mounted to the highest levels reached since 
early in 1922.

Other commodities likewise declined in April. New 
lows for recent years were established by domestic wool, 
raw silk, rubber, finished steel, lead, tin, and zinc.

The relation between the recent decline in commodity 
prices and preceding movements is illustrated in the fol
lowing diagram, which shows movements in the Bureau 
of Labor Statistics index of wholesale prices since 1914. 
In March, this index for the first time dropped below 
the lowest level reached in 1922, and was the lowest 
since 1916.

A n unusual occurrence, both in February and March, 
was that each of the ten groups composing the Bureau 
of Labor Statistics index showed a decline from the pre
ceding month. Several of these groups reached the low- 

PER CENT

Bureau o f Labor Statistics Monthly Index o f Wholesale
Commodity Prices (1926=100 per cent)
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est levels since 1927, while the textile products group 
was the lowest since 1917, and the fuel group since 1916. 
Chemicals and drugs, one of the smaller groups, was 
lower than at any time since 1915, and the miscellaneous 
group, which is largely influenced by fluctuations in the 
price of crude rubber, was the lowest for any time dur
ing the period for which the present index is available, 
that is, from 1913.

Building
A  seasonal increase of 45 per cent from February to 

March in building contracts awarded in 37 States was 
reported by the F . W . Dodge Corporation. Compared 
with a year previous, there was a decrease of only 5 per 
cent, but this comparison is with a period which already 
had shown considerable curtailment of building activity. 
Largely because of the downward trend of building 
during 1929, the year-to-year decreases reported for the 
first three months of 1930 have become progressively 
smaller. In March, as in the two previous months, pub
lic works and utility projects showed a considerable in
crease over a year previous, which offset only in part the 
continued small volume of residential contracts.

A  comparison of building contracts during the first 
quarter of 1930 with those of the corresponding period 
in each of the previous four years is shown in the accom
panying diagram. The value of contracts for all kinds 
of building and engineering work was 12 per cent less 
than the total for the first quarter of 1929, and was fur
ther below the contract totals of the first quarter of other 
recent years. Eesidential building was 48 per cent 
smaller than in 1929 and only about one-third of the
1928 first quarter volume. Contracts for public works 
and utilities, however, exceeded by 55 per cent the total 
for the first quarter of 1929, and also were larger than in 
preceding years, while contracts for other types of build
ing, such as commercial and industrial, which are 
grouped as *i other non-residential, 9 9 showed only a mod
erate decline from the totals for 1926, 1927, and 1929 
and were somewhat larger than in the first quarter of

1,485

OTHER
N O N-RESIDENTIAL

PUBLIC WORKS 
& UTILITIES

RESIDENTIAL

1926 1927 1928 1929 1930
Building Contracts Awarded in 37 States Classified b y  Principal 

T ypes o f  C onstruction ; F irst Quarter 1930 Compared with 
Corresponding Period o f  Previous F our Years 
(F . W . D odge Corp. figures, in m illions o f  D ollars)

1928. The diagram also indicates a change in the relative 
importance of the three main classes of construction; 
residential building has declined from 37 per cent of the 
total in 1929 to 22 per cent in 1930, while public projects 
have increased from 16 to 28 per cent, and other non
residential from 47 to 50 per cent.

For the whole New York and Northern New Jersey 
district, construction work during the first three months 
of 1930 has been 6 per cent smaller than last year, or 
one-half of the percentage decline shown in the total for 
all districts of the country from which reports are 
collected.

During the first three weeks of April, building con
tracts appear to have shown little of the usual seasonal 
expansion, and average daily awards were about 32 per 
cent below the figure for the comparable weeks of 1929.

Production
In the aggregate, it appears that productive activity 

in March, after seasonal adjustment, lost part of the gain 
made in February. Production indexes generally re
mained above the lowest levels reached in December, but 
continued well below the high levels which prevailed at 
this time last year. The March production index of the 
Federal Reserve Board, in which no adjustment is made 
for the usual year-to-year growth, declined about 2 per 
cent from February, and was 11 per cent lower than a 
year ago.

Contraction was rather general in the metal industries. 
Output of steel ingots, following the large increase in 
production in February, declined 3 per cent in March, 
when usually there is a considerable seasonal increase, 
and curtailment occurred also in the production of cop-

(Ad justed for seasonal variations and usual year-to-year growth)

1929 1930

Mar. Jan. Feb. Mar.
Metals

117 94 101 101
Steel ingots..................................................... 118 91 109 99
Copper, U. 8. mines..................................... 128 92 87 83 p

98 79 89 93 p
Zinc......... ......................................................... 94 83 81 78
Tin deliveries................................................. 112 84 73 115

Automobiles
Passenger cars..................................... 146 87 88 90p
Motor trucks.................................................. 135 99 109 117p

Fuels
Bituminous coal............................................. 79 87 81 70p
Anthracite coal.............................................. 73 103 100 67p
Coke................................................................. 114 104 103 103p
Petroleum, crude r ........................................ 113r 105r 107r lOOr
Petroleum products...................................... 98 92 94

Textiles and Leather Products
Cotton consumption..................................... 104 89 86 83
W ool mill activity......................................... 96 75 75 67p
Silk consumption........................................... 103 104 108 98
Leather, sole................................................... 94 113 118 109p
Boots and shoes............................................. 96 93 87p 85p

Foods and Tobacco Products
Livestock slaughtered.................................. 92 90 94 89
Wheat flour..................................................... 98 94 95 94
Sugar meltings, U .S . ports........................ 95 93 75 75
Tobacco products.......................................... 100 99 102 98

Miscellaneous
103 108 110 111
121 87 87r

Paper, newsprint........................................... 86 91 92 84
102 108 114

p Preliminary r Revised
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per and of zinc. Average daily production of pig iron 
showed about the usual seasonal increase, while tin de
liveries were much larger than in February.

Production of automobiles increased slightly more 
than usual in March, but remained 31 per cent under 
the high level of a year previous, and was also under the 
line of growth which has been derived from produc
tion during past years. The fuel industries operated at 
a much lower rate than in February, with substantial 
declines shown in output of bituminous and anthracite 
coal and of petroleum. This bank’s combined index of 
textile production declined to the lowest level since the 
summer of 1924; mill consumption of raw cotton de
creased more than usual, and other declines after sea
sonal adjustment were shown in wool mill activity and 
in silk consumption. The tendency in other industries 
also was toward some contraction in activity.

On the basis of preliminary data, it appears that daily 
output of steel increased in April, when usually there is 
a seasonal decline, but the data for production in other 
industries showed no consistent change.

Employment and Wages
Factory employment in the United States showed a 

slight decline between the middle week of February and 
the middle week of March, when usually a seasonal 
upswing is in progress. Ordinarily, employment is about 
2 per cent higher in March than in January, but this 
year the March level was under that of January, as is 
shown in the accompanying diagram. This bank’s sea
sonally adjusted index, also shown, consequently declined 
in March to a new low level on the current movement, a 
level considerably lower than any reached in the 1927-28 
recession, and for the first time lower also than in 1924. 
In New York State, factory employment was practically 
unchanged in March, but, after allowance for the usual 
seasonal increase, also declined to the lowest level in 
several years.

A  similar picture is presented by two other indexes of 
employment conditions. The rate of voluntary labor 
turnover in March showed a smaller increase than usual 
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over January and February, and was less than half as 
high as a year previous. The ratio between orders for 
workers and applications for employment at New York 
State employment bureaus showed a moderate sea
sonal increase in March, but this ratio as well as the rate 
of labor turnover, after adjustment for the usual in
crease at this time of year, appears to have been the 
lowest in recent years.

Factory payrolls in New York State increased 1*4  
per cent in March, somewhat less than the usual March 
increase, and remained smaller than in either of the two 
preceding years. Average weekly earnings of employed 
factory workers in New York State increased seasonally 
in March, and, though smaller than a year previous, 
remained above the 1928 level.

In the first three weeks of April, the employment 
bureau ratio of orders for workers to applications for 
work increased somewhat, but continued to make an 
unfavorable showing as compared with 1928 or 1929.

Indexes of Business Activity
There was no marked change in business activity be

tween February and March. Car loadings of merchandise 
and miscellaneous freight showed somewhat less than the 
usual seasonal increase in March, and remained consid
erably under the levels of the past two years; in the first 
two weeks of April, however, this type of railroad traffic, 
possibly in response to the influence of Easter business, 
advanced to about the 1928 level, though remaining under 
the high level of the corresponding weeks of 1929. March 
loadings of heavy bulk freight were considerably smaller 
than in February, and a further seasonal decline oc
curred in the first two weeks of April. Foreign trade 
in March remained well below that of the corresponding 
month in the past two years.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Mar. Jan. Feb. Mar.
Primary Distribution

Car loadings, merchandise and misc........ 99 92 94 91
Car loadings, other....................................... 87 90 89 77

110 85 84 87 p
110 104 97 9 2p

Panama Canal traffic................................... 90 82 80 79
Distribution to Consumer

Department store sales, 2nd Dist............. 107 98 99 104
Chain store sales, other than grocery .. . . 102 89 96 93
Life insurance paid fo r ................................. 107 111 106 109
Advertising..................................................... 99 86 89 87

Oeneral Business Activity
Bank debits, outside of New York City.. 113 98 98 101
Bank debits, New York C ity..................... 194 117 126 142
Velocity of bank deposits, outside of New

York C ity ................................................... 128 115 115 116
Velocity of bank deposits, New York City 
Shares sold on N. Y . Stock Exchange. . .

216 129 143 159
338 241 267 299

Postal receipts................................................ 84 80 79 73
Electrio power................................................ 98 97 94p
Employment in the United States........... 102 96 94 93
Business failures............................................ 101 111 116 118
Building contracts, 37 States r .................. 98 r 88r 90r 88f
New corporations formed in N. Y . State 109 96 101 93
Real estate transfers..................................... 86 69 69 70
General price level*...................................... 180 174 173 173
Composite index of wages*......................... 227 227 226 228
Cost of living*............................................... 171 170 170 168

p Preliminary r Revised *1913 average =« 100
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Total sales in March of the reporting chain store 
organizations were 5.5 per cent less than a year ago, the 
first decrease in recent years, reflecting in part the late 
date of Easter. Grocery chains continued to report an 
increase in sales, but the increase was the smallest since 
September. Substantial declines, following increases in 
February, were reported in the sales of ten cent stores 
and variety chains, and the sales of chain drug systems 
decreased from a year ago for the first time since April
1928. Unusually large decreases were reported in the 
sales of shoe and candy chain systems.

40

Chain Store T rade

Percentage change March 1930 
compared with March 1929

Number Sales
Type of store of Total per

stores sales store

Grocery......................................................... +  3 .2 + 1 1 .7 +  8 .2
Ten cent....................................................... +  8 .2 —  8 .5 — 15.4
D rug.............................................................. +  7 .4 —  2 .3 —  9 .0

+  9.1 — 35.0 — 4 0 .4
Variety.......................................................... + 2 0 .8 —  9 .5 — 25.0
Candy............................................................ —  7.1 — 28.4 — 22.9

Total..................................................... +  7.1 —  5 .5 — 11.8

Department Store Trade
March sales of the reporting department stores in this 

district showed a 6 per cent decrease from a year ago. A  
large factor in the decline was the lateness of Easter, 
which delayed most of the Easter trade until April this 
year, whereas it was done in March last year. A ll locali
ties reported decreases in sales— New York City showed 
a decline in sales for the first time since February 1929, 
and decreases varying from about 7 per cent to about 22 
per cent were reported in other sections of the district. 
The sales of the leading apparel stores showed an espe
cially large decrease, the largest, in fact, for any month 
in several years.

Stocks of merchandise on hand in department stores 
were 2 per cent smaller than in March last year. Collec
tions on charge accounts outstanding continued to be 
slower than last year, but compared more favorably with 
a year ago than in February.

Locality

Percentage 
change 

March 1930 
compared with 

March 1929

Per cent of 
accounts 

outstanding 
February 28 
collected in 

March

Net
sales

Stock 
on hand 
end of 
month 1929 1930

New Y ork ............................................................ —  4 .1
—  8.9
—  9 .3  
— 15.3
—  9 .4  
— 12.6 
— 12.1 
— 22.2
—  6 .6  
— 15.8
—  8 .7  
— 11.3
—  8 .5

+  0 .8
—  7.7
—  5.1 
+  2 .6  
— 14.9 
+  0 .3
—  3.8

48.0 

38 ’.4

46'.5
36.1 
37.3

47.0

39’.2

43! 7 
39.9 
37.4

Buffalo.................................................................
Rochester............................................................
Syracuse...............................................................
Newark................................................................
Bridgeport...........................................................
Elsewhere............................................................

Northern New York State..........................
Central New York State.............................
Southern New York State..........................
Hudson River Valley District...................
Capital D istrict.............................................
Westchester D istr ict....................................

All department stores ............................. —  6 .2 —  2 .2 46.7 45.5

Apparel stores............................................ — 16.3 —  1.5 48.2 44.2

March sales and stocks in the principal departments 
are compared with those of last year in the following 
table. Reflecting the late Easter, it will be noted that the 
apparel departments are prominent among those showing 
the largest decreases in sales.

Net sales 
percentage change 

March 1930 
compared with 

March 1929

Stock on hand 
percentage change 

March 31, 1930 
compared with 
March 31, 1929

+  8 .4 +  2 .3
+  8 .3 —  1.5

Toilet articles and drugs....................... +  6.1 —  3 .4
Home furnishings.................................... +  2 .8 —  1.6
Musical instruments and radio........... +  2 .7 +  4 .5
Linens and handkerchiefs..................... +  2 .2 +  5 .7
Toys and sporting goods....................... +  1.9 —  1.7
Books and stationery............................. +  0 .3 + 1 1 .1

—  2 .0 —  6 .6
Silverware and jewelry.......................... —  3 .8 —  5.1
Silks and velvets..................................... —  9.1 — 12.1
Women’s and Misses’ ready-to-wear. —  9 .2 +  3 .8
Women’s ready-to-wear accessories... — 10.0 +  9 .9
Men’s furnishings................................... — 11.2 +  0 .1
Luggage and other leather goods........ — 13.3 +  3 .0
Woolen goods........................................... — 13.8 — 12.0

— 14.7 —  8 .8
Men’s and Boys’ wear........................... — 29.9 +  1 .3
Miscellaneous........................................... —  3 .3 — 12.8

Wholesale Trade
March sales of wholesale dealers in this district aver

aged about 15 per cent below a year ago, a considerably 
larger decline than in January or February. As in Feb
ruary, grocery sales were the only type that showed an 
increase compared with a year previous. The sales of 
men’s clothing, cotton goods, shoes, and hardware showed 
substantial decreases, and smaller declines were reported 
in the sales of silk goods, drugs, stationery, and paper. 
No doubt a part of the March reductions in sales of 
clothing and shoes was due to the later date of Easter 
this year, and a part may have been due to unseasonably 
cold weather. Very large decreases were again reported 
in the sales of the jewelry and diamond dealers. Machine 
tool orders reported by the Machine Tool Builders Asso
ciation also remained far below the volume of a year ago.

Stocks of groceries, cotton goods, and hardware were 
smaller than a year previous, but stocks held by silk, 
shoe, and drug dealers remained larger than last year. 
Collections were reported to be slower than a year ago 
for the sixth consecutive month.

Commodity

Percentage 
change 

March 1930 
compared with 
February 1930

Percentage 
change 

March 1930 
compared with 

March 1929

Per cent of 
accounts 

outstanding 
February 28 

collected 
in March

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1929 1930

Men’s clothing...............
Cotton goods..................

Machine tools**............

Paper................................

+  8 .1 
—  8 .4  
+  3.1 
+  9 .9*  
+ 3 4 .8  
+ 1 0 .3  
+ 2 9 .6  
+  6 .4  
+  5.1 
+ 1 3 .2  
— 11.7 
+  6 .3

—  1.5

+  2.1
—  3 .7* 
— 10.6 
+  1.0 
+  1.5

+  1.2 
— 24.4 
— 19.7 
—  6 .1* 
— 21.3
—  8 .5  
— 12.3 
— 45.8
—  4 .8
—  4 .9  
— 50.8 
— 36.7

—  3 .5

—  9 .7  
+ 15 .3*  
+ 1 4 .8  
+ 1 9 .4  
— 11.5

73.4
45.3
31.3
49.3 
37.1
42.5
44.4

72.8
65.7

} 28.1

75.6 
38.0
29.3
47.8
36.9
34.4
46.4

74.8
64.6 

} 26.4+ 1 0 .4  
+  1.5

— 28.9 
—  9.1

Weighted average.. +  8 .4 — 14.6 52.0 50.4

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association
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MONTHLY REVIEW, MAY 1, 1930

Business Conditions in the United States
(Summarized by the Federal Eeserve Board)

I NDUSTRIAL production declined in March, while factory employment and 
payrolls showed little  change, and wholesale prices continued to decline. 

There was an increase in construction, as is usual at this season.- Interest rates 
continued to decline in the first three weeks of March, but later became some
what firmer.

P r o d u c t i o n

Production in basic industries declined in March, contrary to the usual 
seasonal trend. Average daily output of steel, coal, and copper decreased 
substantially, while output of cotton and wool textiles declined at about the 
usual seasonal rate. Production of automobiles and lumber increased.

For the first quarter of the year, taken as a whole, output of basic industries 
was considerably smaller than in the unusually active first quarter of 1929 and 
smaller than in any other first quarter since 1925. In the steel and automobile 
industries output for the first three months, though smaller than in 1929, was 
about the same as in the corresponding months in 1928, while in most of the 
other major industries it  was smaller than in either of the two preceding years.

Building contracts awarded increased substantially in March as is usual at 
this season, according to reports of the F. W. Dodge Corporation. In compari
son with a year ago, a large increase in contracts for public works and utilities 
was more than offset by a decrease in residential building. Average daily 
awards in the first half of April were somewhat larger than in March, but 
continued smaller than a year ago.

E m p l o y m e n t

Factory employment and payrolls, which usually increase during March, 
changed little  from February and continued to be considerably smaller than 
in other recent years. The number of workers employed in the automobile 
industry increased somewhat less than is usual at this season and reductions in 
employment and in earnings were reported in the iron and steel, machinery, 
and car building industries.

D i s t r i b u t i o n

Freight car loadings, which have been at low levels in recent months, did 
not show the usual seasonal increase during March. Department store sales 
continued in smaller volume than a year ago.

W h o l e s a l e  P r i c e s

Wholesale prices, which began to decline last summer, continued to move 
downward in March to the lowest level since 1916, the decline reflecting chiefly 
sharp decreases in prices of agricultural products. Prices of imported raw 
materials, such as sugar, coffee, and silk, fluctuated around the low levels 
reached in February. The price of silver advanced slightly from the low point 
reached early in March.

In  the last week in March and the first week in A pril there were advances 
in prices of agricultural products, especially grains and cotton, while the price 
of steel declined. On A pril 15, the price of copper was sharply reduced, and in 
the same week prices of a number of other important commodities also declined.

B a n k  C r e d i t

A t member banks in leading cities total loans and investments increased in 
the four-week period ended April 16, reflecting a growth of $184,000,000 in 
loans on securities and of $80,000,000 in investments, offset in part by a 
further decrease of $186,000,000 in “ all other”  loans.

Member bank indebtedness at the Reserve Banks and total Reserve Bank 
credit declined further between the weeks ended March 15 and A pril 12, 
reflecting primarily additional imports of gold from the Orient.

In  the third week of March money rates in the open market reached the 
lowest levels since 1924, but in the next three weeks were somewhat firmer. 
Rates on commercial paper declined to a range of 3 %-4 per cent on March 24 
and remained steady at that level; rates on 60-90 day bankers acceptances 
were reduced to 2 l/ j per cent on March 20 but later advanced to 3 per cent. 
Bond yields, after declining during most of March, increased gradually in the 
first half of April.

During April the rediscount rates of the Federal Reserve Banks of Rich
mond, Atlanta, St. Louis, Minneapolis, and Dallas were reduced to 4 per cent, 
the rate prevailing at all of the Reserve Banks except New York where the 
rate is 3 %  per cent.
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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

Money Market in May
Open market money rates declined in May to levels 

even lower than those reached temporarily in March, 
in several instances to the lowest levels since the latter 
part of 1924 or early 1925, and there were evidences of 
a somewhat more plentiful supply of funds. The ten
dency toward easier money conditions was apparent 
before the reduction in the rediscount rate of the Fed-

Money Rates at New York

M ay 31, 1929 April 30, 1930 M ay 29, 1930

Stock Exchange call loans.......... *6.00 * 3 ^ -4 *3.00
Stock Exchange 90 day loans... 8 H 4 3 X
Prime commercial paper............ 6 3 ^ -4

t r 4Bills— 90 day unindorsed............ 5 X 2 m
Customers’ rates on commercial 

loans............................................ f5 .7 8 14.39
Treasury certificates

Maturing Sept. 15 (yield). . . 5.06 3.02 2.00
Maturing Dec. 15 (yield). . . .  

Federal Reserve Bank of New 
York rediscount rate...............

5.02 3.19 2.42

5 3 X 3
Federal Reserve Bank of New 

York buying rate for 90 day 
bills.............................................. 5 X 3 2 X

month; April average revised

eral Reserve Bank of New York from 3 ^  to 3 per cent 
on May 2, and was accelerated after that event.

The causes of the May decline in money rates were 
not of as temporary a character as that which caused 
the low rates during the March tax period. Two of the 
most important factors, which are illustrated in the 
charts below, were a renewed decline in the amount of 
currency in circulation and a continued inflow of gold.

As the first diagram indicates, nearly $60,000,000 of 
currency has been retired from circulation since the 
middle of April, leaving the volume outstanding $200,- 
000,000 smaller than a year ago. The average per capita 
amount of currency in circulation at the end of April was 
reported by the United States Treasury Department to 
have been the smallest since the W ar. The decline in the 
use of currency during recent months has probably been 
due to the combined influence of at least three factors. 
One of these— the tendency to use checks drawn against 
demand deposits in place of currency— is not a recent 
dev^opment, but has been operative for a number of 
years. Other factors which probably have been more 
largely responsible for the unseasonable decline of the

Amount of Money in Circulation in the United States (weekly aver
ages of daily figures ending with Saturday— computed 

by the Federal Reserve Board)
Monetary Gold Stock o f the United States (weekly averages o f

daily figures ending with Saturday— computed by the
Federal Reserve Board)
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past few months are reduced payrolls, accompanying the 
recent low level of industrial activity, and lower com
modity prices.

Gold imports also have contributed to the ease in the 
money market during recent weeks. In the last few 
days of April and the first three weeks of May a total 
of more than $60,000,000 of gold was received from 
abroad, chiefly from South America and Japan. This 
brought the total net inflow of gold since the beginning 
of the year to over $200,000,000, so that the gold stock 
of this country reached in May the highest level since 
the autumn of 1927.

Through a gradual but fairly steady transfer move
ment, some of the surplus funds which accumulated in 
banks in other districts as the result of the retirement 
of currency from circulation or gold imports, came to 
New York, and tended to keep the supply of funds in 
the money market ample.

The April decline in volume of bond trading and the 
gradual recession in prices was checked, and bond prices 
in May averaged somewhat higher than in the latter 
part of April. Probably due at least in part to the large 
volume of new bonds coming onto the market, however, 
no great strength developed in the market for outstand
ing issues.

M ember B an k  Credit
A  rather slack demand for bank credit during the 

past month has been indicated by the weekly reports 
from member banks in leading cities in this district and 
throughout the country. Security loans of all reporting 
banks on May 21 showed little change from a month 
previous, and all other loans, largely commercial, 
showed a further decline of $145,000,000. As in other 
periods when there has been a small demand for loans, 
and a considerable proportion of the banks have been 
out of debt at the Reserve Banks, there has been a 
tendency for banks to turn to investments in bonds for 
the employment of their funds. During the past month 
the reporting banks have increased their investments 
nearly $65,000,000, bringing their total investment 
holdings to a volume $350,000,000, or more than 6 per 
cent, larger than in the first week of February. Un
doubtedly this increase in bank investments has been 
an important factor in the absorption of the unusually 
large volume of bond issues during recent months, and 
so has aided in the financing of public and corporation 
construction programs.

B ill M arket
Following a downward revision in the closing days 

of April, open market rates for bills were reduced 
progressively during May, so that by the end of the 
month offering quotations were %  to %  per cent lower 
than at the end of April. Unendorsed bills of not more 
than 90 days maturity reached by the third week of 
May an offering rate of 2 %  per cent, which is %  per 
cent below the quotation reached for a few days during 
the middle of March, and is the lowest rate for these 
maturities since the closing months of 1924. Four 
months bills at 2 %  per cent and 5 and 6 months maturi
ties at 2 %  per cent equaled the lowest levels reached 
in March. Accompanying the declines in open market 
rates, the New York Reserve Bank’s buying rates were 
reduced, the rate for maturities up to 90 days being

MILLIONS OF DOLLARS 2500i---- ---—i---- j-

2,000

1927 1928 1929 1930
Total Volume of Bankers Bills Outstanding, Showing Amount Held 

by Federal Reserve Banks, by Foreign Correspondents of 
Federal Reserve Banks, and by Other Investors

lowered by a total of Y2 per cent during the month to 
2Yz per cent.

During the first three weeks of May, the investment 
demand for bills was reported to have been in substan
tial volume and generally in excess of the amount of 
new bills being offered to the dealers. This condition 
gave impetus to the reductions in bill rates and resulted 
in a decline in dealers’ portfolios to a comparatively 
small figure— especially their holdings of 90 day bills, 
which were in greatest demand. After the latest reduc
tion of Yg per cent in the rate on 30 to 90 day bills 
effected on May 19, there was a moderate increase in 
the supply of bills, so that dealers’ portfolios returned 
to about the same level as at the beginning of the month.

The bill holdings of the Federal Reserve System 
declined somewhat further in May, accompanying the 
seasonal decrease in the total volume of bills outstanding. 
As the diagram indicates, the retirement of Federal 
Reserve bill holdings from the year-end peak during 
the first four months of this year was less rapid than in 
1929, although the total volume of bills outstanding 
declined by a larger amount than a year ago. From a 
December 1929 figure which was much higher than a 
year previous, acceptance outstandings dropped $318,- 
000,000 during the first four months of this year to 
$1,414,000,000 on April 30, a reduction of 18 per cent, 
while Reserve System holdings during the same period 
declined $182,000,000. In the first four months of 1929, 
the liquidation of outstanding acceptance credits 
amounted to $173,000,000 or 13 per cent, and Federal 
Reserve bill holdings decreased $310,000,000. Holdings 
of bills for foreign correspondents by Reserve Banks 
and holdings of bills outside of the Reserve System 
declined during the first four months of this year, 
whereas in the high rate period last year sizable in
creases occurred.

C ommercial P aper M arket
Commercial paper rates in the open market tended 

gradually lower throughout May, so that by the end of 
the month the principal selling range at 3^2-3% per 
cent showed a reduction of Y± Per cen  ̂ from the quota
tions prevailing at the end of April. Prime commercial 
paper is now being sold through the open market at the 
lowest rates since February 1925. Coincident with
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declines in the return on other types of short-term in
vestments, the banks throughout the country came into 
the market for a large amount of paper, especially after 
the middle of the month. During part of the time, avail
able supplies of paper in dealers’ portfolios fell short 
of the investment demand, and to that extent the activity 
of the market was curtailed.

The 21 dealers who report to this bank had $553,000,- 
000 of commercial paper outstanding on April 30, which 
represents a further increase of $24,000,000, or 5 per 
cent, during that month, and a rise of $288,000,000, or 
more than 100 per cent, from the low level reached last 
September. Although the excellent buying of paper by 
bank investors has made it possible for the dealers to 
offer increasingly attractive rates to commercial custom
ers, the absence of a need for additional funds on the 
part of a number of commercial and industrial concerns 
has been given as a reason why the volume of com
mercial paper has not increased even more rapidly.

Security Markets
Continuing the downward tendency that developed in 

the latter part of April, stock prices underwent a sharp 
decline in the first few days of May, accompanied by the 
largest turnover of shares in several months. Following 
this decline, a recovery occurred until the middle of 
the month, after which the general movement of prices 
was irregular. In the second half of May there was a 
marked falling off in the activity of the market, sales 
on the Stock Exchange declining on a number of days to 
between 1,900,000 and 2,400,000 shares. As the net re
sult of the diverse movements during the month, the 
average level of share prices in the closing days of May 
was about 6 per cent below the highest quotations of the 
first part of April. This recent level, however, still shows 
a net recovery of 47 per cent of the loss sustained in the 
break of last autumn, but is about one-fourth lower than 
the peak level of last September.

Bond prices, after a moderate advance in the closing 
days of April and the first few days of May, held steady 
for the balance of the past month at levels slightly below 
those reached in mid-March. Throughout the month of 
May, the bond market was called upon to absorb rather 
large amounts of new bond flotations, and this tended to 
limit buying power for previously outstanding issues 
and to prevent any material advance in prices. Trading 
in bonds on the New York Stock Exchange was generally 
in rather small volume, considerably below the active 
turnover of March.

New Financing
New security issues in April totaled $950,000,000, a 

larger amount than in any preceding month of 1930, 
and $150,000,000 above the total of April 1929. A ll but 
$50,000,000 of the April total represented issues for new 
capital purposes, and of the $900,000,000 of new money 
obtained, 70 per cent was through the medium of bond 
flotations. Stock offerings, even excluding the American 
Telephone and Telegraph Company issue which is pay
able in August, were somewhat larger than in im
mediately preceding months, but the amount remained 
much smaller than a year ago.

52 9
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1926 1927 1928 1929 1930
Foreign Security Issues for New Capital Purposes— Governmental 

and Corporate—during the First Four Months of 1926-1930.
(In millions of dollars)

Domestic corporate new capital issues during the first 
four months of this year have aggregated $2,000,000,000, 
but due to the great decline in stock financing of invest
ment trusts and financial companies, have been $800,- 
000,000 smaller than in the corresponding period of last 
year. In new bond offerings, however, there has been a 
large increase— from about $850,000,000 in 1929 to $1,-
400,000,000 this year, an expansion of 65 per cent. State 
and municipal financing, which is greatly facilitated by 
a favorable bond market, has shown an increase of 40 
per cent between the two years. In the field of foreign 
financing also, a notable resumption of borrowing has 
occurred; the total for the first four months of 1930 
was over 70 per cent larger than in the corresponding 
period last year, and practically as large as in 1928. 
The accompanying diagram compares the volume of 
foreign government and corporate financing in this 
market during the first four months of this year with 
that of the corresponding period in recent years. The 
corporate issues include security offerings by American 
concerns in cases where the funds were for employment 
in foreign countries; the inclusion of such issues con
siderably increased the amount of corporate securities 
shown for 1929 in the diagram.

The volume of new securities brought out during May 
appears to have compared favorably with the amount 
offered during the previous month. Some increase oc
curred in domestic industrial and public utility company 
flotations, while railroad financing, which had been large 
in the preceding two months, declined in May. Numer
ous State and municipal issues were announced, and 
the total for this group was substantial. The total of 
foreign issues does not appear to have quite kept pace 
with the $158,000,000 average of March and April, since 
the only very large offering was the $50,000,000 Japanese 
Government issue.

On May 19, the United States Treasury effected its 
fourth sale of Treasury bills. The allotted $104,600,000 
of bills, maturing on August 18, 1930, were sold by the 
Treasury at an average discount equivalent to an annual 
rate of 2.54 per cent on a bank discount basis. This rate

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

June 1, 1930



44 MONTHLY REVIEW, JUNE 1, 1930

compares with a cost to the Treasury of 3.28 per cent on 
a 90 day issue floated last December, 3.31 per cent on the 
issue of last February, and 2.93 per cent on the issue 
sold on April 15.
Central Bank Rate Changes

The trend towards lower money rates abroad was 
further accelerated during May, twelve foreign central 
banks— eleven in Europe and one in South America— re
porting reductions in their official discount rates. Five 
central banks made their reductions in the first three 
days of the month, as follows; on May 1, England and 
Belgium lowered their respective rates from 3y2 to 3 
per cent; on the 2nd the Bank of France rate was 
reduced from 3 to 2y2 per cent and the Bank of Danzig 
rate from 5y2 to 5 per cent. On the 3rd the Danish bank 
rate was cut from &y2 to 4 per cent. The Belgian rate 
has not been as low as 3 per cent since October 1909; 
the French rate was last below 3 per cent in October 
1898; Denmark has not had a 4 per cent rate since 1913; 
and the Danzig rate is the lowest since that bank was 
founded in 1924.

The second group of changes came soon after the 
middle of the month. On the 19th the Bank of Italy 
rate was moved from 6 to 5 %  per cent, this being its 
third reduction since the beginning of March. The 
Reichsbank rate was lowered on the 20th by y2 per 
cent to 4y2 per cent, the lowest German bank rate since 
July 1914. This was followed by a reduction from 6 
to 5y2 per cent in the Austrian rate on the 24th, and a 
drop in the rate of the National Bank of Czechoslovakia 
from 5 to 4 y2 per cent on the 26th. The Czech bank rate 
had remained unaltered since March 1927. On the 30th, 
the National Bank of Hungary reduced its rate by y2 per 
cent to by2 per cent, the lowest since this central bank 
was organized in 1924. Reference was made last month 
to press reports of a reduction in the Yugoslav bank rate 
in April. The National Bank of Yugoslavia did not 
lower its rate until May 28. This reduction was from
6 to §y2 per cent, and was the first change since the war.

On May 21 the Bank of the Republic of Colombia 
lowered its discount rate from 9 to 8 per cent, the higher 
rate having been in force since November 20, 1929.

Gold Movement
The receipt of $2,400,000 of gold from Peru was the 

only import of substantial amount at the Port of New 
York during May, but gold continued to arrive at San 
Francisco from the Far East, $12,000,000 coming from 
Japan and $900,000 from China. In addition there was 
a release of $2,000,000 of gold earmarked for foreign 
account. Exports for the month were negligible. The 
net gain in May to the country’s gold stock through 
these movements showed a considerable decline from 
previous months, amounting to only $17,800,000. The 
preliminary figure of gold added to the gold stock in 
the first five months of 1930 is $218,900,000 as compared 
with $151,500,000 in January-May, 1929.

The principal movement abroad in May was the series 
of withdrawals of gold from the Bank of England for 
shipment to France, amounting to over £11,000,000, off
set in part by the receipt of £5,000,000 in sovereigns 
from Australia and £800,000 from South Africa. The

movement from Australia to London appears to have 
ended on May 17 with a cumulative total of £22,000,000. 
Of the £2,500,000 South African gold offered in the 
London market in May, Germany secured £1,250,000  
and France £515,000, the balance going mainly to the 
trades and to India.
Foreign Exchange

The steadiness which characterized the foreign ex
changes in April was followed by a slight decline early 
in May. Through the middle of the month changes were 
few, but in the last week a sagging tendency reappeared 
and towards the month-end a number of quotations were 
somewhat below those of April 30. Despite this tendency, 
only the Spanish, Argentine, and Brazilian currencies 
and the Shanghai tael continue to be quoted below last 
year’s levels. Sterling fluctuated within narrow limits, 
and French francs and lire were practically unchanged 
throughout the month. Guilders, which had risen sharply 
in April, lost nearly half their gain by May 14 but re
covered part of the decline in the last week. Pesetas fell 
rather sharply in the first two weeks and then became 
steadier at almost their lowest level. Japanese yen and 
Canadian dollars showed a net gain for the month.

Cable Hates

Country M ay 31, 1929 April 30, 1930 May 27, 1930

Belgium.......................................... $.1390 $.1397 $. 1396
England......................................... 4.8488 4.8622 4.8603
France............................................. .0391 .0392 .0392
Germany................................ .. .2385 .2388 .2387
Italy................................................. .0523 .0524 .0524
Netherlands................................... .4018 .4026 .4022
Spain............................................... .1403 .1242 .1221

.2684Sweden............................................ .2674 .2688
Switzerland.................................... .1925 .1939 .1935
Canada............................................ .9919 .9988 .9995

.8681

.1185

.4943

.9533 .8726

.1188 .1188
Japan............................................... .4419 .4940
Shanghai (tael)......................... .5850 .4706 .4275

Employment and Wages
The number of workers employed in representative 

factories throughout the United States declined only 
seasonally between the middle week of March and the 
middle week of April. Consequently, for the first time 
since last July, this bank’s national index of factory 
employment, adjusted for seasonal variations, did not 
decline. In New York State, factory employment de
creased slightly more than usual in April, but the season
ally adjusted index showed only a small decline follow
ing steady and substantial declines in each of the preced
ing six months.

The rate of voluntary labor turnover showed an un
usually small increase in April, which is usually a month 
when many factory employees change their jobs. Lay
offs were fairly numerous, and the number of new em
ployees hired was small, so that it appears to have 
continued to be difficult for those out of work to secure 
factory employment. A  slightly more favorable situation 
is reflected in the ratio between orders for workers and 
applications for employment at New York State employ
ment bureaus; this ratio increased more than seasonally 
in April in response to the expansion of outdoor activ
ities, and showed a further advance in the first three 
weeks of May, so that comparisons with 1929 were more 
favorable than in a number of months.
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The earnings reports of 257 industrial and mercantile 
companies available at this time show that first quarter 
net profits this year were smaller than in 1929 by 22 per 
cent. The aggregate profits of these companies, however, 
remained 5 per cent larger than in the first quarter of
1928. Of the 19 groups of companies shown in the table 
below, 14 reported smaller net income than a year ago.

The largest reduction in actual amount of profits was 
suffered by the automobile companies, and this group 
also showed one of the largest percentage reductions. 
Profits of the industry as a whole were down 43 per cent 
from the first quarter of 1929, and excluding General 
Motors Corporation, whose net return was 27 per cent 
lower, the profits of the remaining companies which so 
far have reported, were 75 per cent smaller. The profits 
of the automobile parts and accessories industry were 
only about half of those of a year ago, and the copper 
companies likewise reported a shrinkage of over 50 per 
cent. The next largest percentage declines occurred in 
the net income of machinery, oil, building supply, office 
equipment, tobacco, and miscellaneous mining and smelt
ing concerns. Steel companies’ profits showed a con
traction somewhat smaller than the average for all con
cerns, and the chemical and electrical equipment groups 
reported reductions of only 6 and 10 per cent, respect
ively. The food and food products group showed unusual 
stability in earning power, with net profits off less than 1 
per cent. Motion picture companies continued to expand 
earnings; the first quarter net profits of reporting com
panies in this group were 39 per cent larger than in
1929, and three times as large as in 1928. Other groups 
whose profits were in excess of a year ago included the 
coal and coke, paper, printing and publishing, and rail
road equipment concerns.

As the first part of the accompanying diagram indi
cates, industrial corporation profits in the first quarter

Business Profits of 1930 were below those of the last quarter of 1929, 
following a large decrease in that period. In each of the 
past three years, first quarter profits have been larger 
than those of the preceding quarter. Net operating in
come of Class I railroads, depicted in the second part of 
the diagram, declined considerably further in the first 
three months of this year, to an amount 32 per cent 
below a year ago, and the smallest since the first quarter 
of 1922. Telephone companies and other large public 
utility corporations earned less in the first quarter of 
1930 than in the preceding quarter, contrary to the 
usual seasonal movement, but total public utility profits 
were slightly above the level of a year ago.

(Net profits in thousands of dollars)

Number
First quarter

Corporation groups 1928 1929 1930

15 88,686 93,484 52,945
Automobile parts and accessories 

(exclusive of tires)........................ 28 10,971 19,167 9,149
Oil........................ ............................... 25 12,435 23,970 16,939
Steel..................................................... 13 34,216 68,424 56,562
Food and food products................. 29 34,168 38,959 38,595

14 5,867 7,764 5,099
8 6,016 15,321 6,545

Coal and coke................................... 7 1,482
6,163

1,869 2,539
Other mining and smelting............ 12 10,612 7,596
Motion p icture................................. 5 4,841 10,428 14,516
Building supplies.............................. 10 2,912 3,797 2,622

14 15,193 20,169 19,057
Electrical equipment........................ 8 16,400 22,265 20,160
Office equipment.............................. 6 4,596 6,173 4,655

7 3,579 2,650 4,205
Printing and publishing.................. 6 7,207 8,130 9,228
Railroad equipment........................ 6 5,394 7,215 8,629
Tobacco....................... .......... ............ 4 1,701 1,965 1,521
Miscellaneous.................................... 40 41,527 47,033 37,231

Total 19 groups. . ................... 257 303,354 409,395 317,793

Telephone (net operating income) 
Other public utilities (net earnings)

106
95

62,700
226,100

69,600
263,000

66.000*
270,000

Total public utilities . ............. 201 288,800 332,600 336,000

Class I railroads................................ 172 217,400 259,300 176,300
(net operating income)

♦March 1930 estimated

MILLIONS OF DOLLARS MILLIONS OF DOLLARS MILLIONS OF DOLLARS

Quarterly Net Profits of 163 Industrial Companies, Net Operating Income of 172 Class I Railroads, and Net Operating Income 
of 106 Telephone Companies and Net Earnings of 95 Other Public Utilities Combined
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Further declines in commodity prices occurred in 
May, and the general level consequently reached a new 
low since 1916. The most substantial declines were in 
metal prices, while the agricultural commodities were 
irregular. A t some time during the month, new low 
levels for recent years were established by finished steel, 
lead, zinc, tin, crude rubber, domestic wool, and raw 
silk. Pig iron also declined further, and was the lowest 
since September 1928. The price of domestic copper was 
reduced further from 14 to 1 2 ^  cents, the lowest since 
July 1927, but there was a recovery of %  cent from this 
level. Scrap steel declined rapidly; from the high of 
$19.75 a ton, reached in January 1929, the price had 
dropped to $15.25 in December, and after recovering 
to $17.00 in February, declined to $14.75 in the fourth 
week of May.

The general index of the Bureau of Labor Statistics 
declined only a fraction of a point further in April, as 
recoveries in some of the agricultural commodities and 
their products, which are heavily weighted in the index, 
nearly offset further declines in other groups, prin
cipally in the metals. This is illustrated in the accom
panying diagram, where the more important groups 
have been combined into two major divisions. The 
diagram shows that the agricultural commodities in 
March were 13 points under the high level of September
1928, and were about 1 point under the low of March 
1927; in April, however, a small recovery occurred. The 
group composed of fuels, metals, and building materials, 
however, has declined almost continuously since the 
middle of last year.

C om m odity  Prices

PER CENT

U. S. Bureau of Labor Statistics Wholesale Commodity Price^ Index 
and Group Indexes Showing Movements of Prices of Agricul

tural Commodities and Their Products, and of Fuels,
Metals, and Building Materials (19 26 = 1 0 0  per cent)

Production
Increases in individual lines of industrial production 

slightly more than offset decreases in April, after al
lowance is made for the usual seasonal changes, and the 
net result was a small advance in total productive ac
tivity. This followed some reduction in activity during 
March. A  continued rather low level of production is

indicated, however, by the fact that all but one of the 
twenty-four indexes of production of this bank now 
available for April were below the high levels of April 
1929, and sixteen were below the long-time trend of 
growth, calculated from the records of past years.

Production in the metal industries was virtually un
changed in April, and this bank’s index of total auto
mobile production likewise was practically the same in 
April as in March, as output showed just about the 
usual seasonal expansion. The fuel industries, however, 
generally increased their activity. In the textile in
dustries there was a sharp decline in mill consumption 
of raw silk, and although a moderate increase in cotton 
consumption occurred, this bank’s index of textile out
put declined to a new low level since 1924.

In May, operations in the steel industry declined 
seasonally, and production of bituminous coal failed to 
show the usual increase in the first three weeks of the 
month, while output of anthracite increased more than in 
the corresponding period in most previous years, and 
average daily production of petroleum was larger than 
in April. A  sharp curtailment in the production of cot
ton goods was reported.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Apr. Feb. Mar. Apr.

Metals
118 101 101 102
122 109 99 101

Copper, U. S. mines..................................... 134 87 83 84p
114 89 91 93p
99 81 78 76

Tin deliveries................................................. 114 73 115 89

Automobiles
Passenger cars................................................ 137 88 90 90p
Motor trucks.................................................. 146 109 117 113p

Fuels
Bituminous coal............................................. 90 81 70 85p
Anthracite coa l.............................................. 100 100 67 77 p

118 103 103 108p
Petroleum, crude........................................... 112 107 98r 99p
Petroleum products...................................... 100 94 93

Textiles and Leather Products
Cotton consumption..................................... 104 86 83 86
Wool mill activity......................................... 103 75 67 67
Silk consumption........................................... 123 108 98 85
Leather, sole................................................... 101 118 109 116p
Boots and shoes............................................. 97 90 88p 95p

Foods and Tobacco Products
Live stock slaughtered................................. 101 94 89 96
Wheat flour.................................................... 109 95 94 106p
Sugar meltings, U. S. ports........................ 96 75 75 80
Tobacco products.......................................... 112 102 98 103

Miscellaneous
114 110 111 108
132 87 80 96p

Paper, newsprint........................................... 87 92 84 80
105 114 109

p Preliminary r Revised

Building
Some further seasonal increase in building contracts 

occurred during April, but the total for 37 States re
ported by the F . W . Dodge Corporation, while the larg
est for any month since last August, was 25 per cent 
below the rather high total for April 1929. The accom
panying diagram indicates the recent movements of the 
three major classifications of construction work. Both 
residential building and public works and utilities con-
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Building Contracts Awarded in 37 States included in the 
F. W . Dodge Corporation Report

tracts increased seasonally between March and April, 
while other non-residential work, composed principally 
of industrial and commercial building, declined. Ever 
since January, public works and utilities projects have 
been a more important element in the general building 
situation than have residential contracts, and the total 
volume in the first four months of the year has been 30 
per cent greater than in 1929, while residential build
ing has been little more than half of last year ’s volume. 
The total volume of building contracted for, due largely 
to the decline in residential awards, has been 17 per 
cent smaller than in 1929.

In the New York and Northern New Jersey district 
the building contract total for the period from the first 
of the year to April 30 has been 14 per cent smaller 
than for the corresponding period of 1929. This decline 
has been entirely due to a drop of 60 per cent in residen
tial contracts, as other principal types of construction 
have all shown at least small increases over a year ago; 
in fact, contracts for public works and utilities have 
increased substantially. A  decrease of $94,000,000 in 
apartment house construction has accounted for much 
of the decline in residential contracts, though in addi
tion contracts for other residential work have also shown 
considerable percentage reductions.

The daily average amount of building contracts 
awarded during the first three weeks of May was some
what smaller than in the preceding month, and remained 
well below the level of a year ago.

Indexes of Business Activity
General business activity showed little change between 

March and April, and remained at a relatively low level. 
Car loadings of merchandise and miscellaneous freight 
increased moderately over the level of March, and load
ings of bulk freight were practically unchanged when 
usually there is a sharp decline, but both remained con
siderably under the levels of recent years. Foreign trade 
showed no consistent change from March, and remained 
substantially lower than a year ago.

Department store sales in the Second District in
creased more than usual between March and April, even 
after allowance for the fact that this year’s Easter busi

ness was done in the latter month. The number of busi
ness failures declined less than usual in April, however, 
and after seasonal adjustment were as numerous as in 
any month in about eight years. The number of new 
corporations formed in New York State showed only a 
seasonal change, and was much smaller than in 1929.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Apr. Feb. Mar. Apr.

Primary Distribution
Car loadings, merchandise and misc........ 102 94 91 94
Car loadings, other....................................... 102 89 77 87

100 84 87p 81p
122 97 92p 99p

Panama Canal traffic................................... 91 80 79

Distribution to Consumer
Department store sales, 2nd Dist............. 101 99 104 105
Chain store sales, other than grocery.. . . 94 96 93 90p
Life insurance paid fo r ................................ 102 106 109 103
Advertising....................... ........................... .. 97 89 87 89

General Business Activity
Bank debits, outside of New York City.. 109 98 101 98
Bank debits, New York C ity..................... 170 126 142 136
Velocity of bank deposits, outside of New

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

124 115 116 111
195 143 159 150

Shares sold on N. Y . Stock Exchange. . . 304 267 299 396
Postal receipts............................................... 85 79 73 80
Electric power................................................ 102 94 91p
Employment in the United States........... 103 94 93 93
Business failures............................................ 112 116 118 121
Building contracts, 37 States r .................. 117r 90r 88r 83r
New corporations formed in N. Y. State. 112 101 93 94
Real estate transfers.................................... 82 69 70

General price level*...................................... 179 173 173 174
Composite index of wages*........................ 226 226 228 226
Cost of living*............................................... 171 170 168

p Preliminary r Revised * 1913 average=100

Foreign Trade
Both exports and imports of merchandise during April 

continued to show considerable decreases from a year 
ago. Exports of merchandise, valued at $334,000,000, 
declined somewhat more than usual from March, and 
were 22 per cent smaller than in April 1929. Imports, 
valued at $308,000,000, showed a slight increase over 
March, but were 25 per cent less than a year ago.

A ll of the principal economic groups of exports and 
imports participated in the decline compared with April
1929. The finished manufactures group, however, 
showed the smallest percentage loss, both in exports and 
in imports. The value of exports of grains and grain 
products in April remained low as compared with a year 
ago. The quantity of raw silk imported declined slightly 
from the previous month, and was 20 per cent less than 
in April 1929. Receipts of crude rubber were larger 
than in March, and were only 8 per cent less than a 
year ago.

Chain Store Trade
The total April sales of reporting chain stores aver

aged 14 per cent higher than a year ago, due to the 
unusually large increases in sales reported by ten cent, 
shoe, variety, and candy chain store systems, which no 
doubt reflected the inclusion of Easter trade this year, 
whereas it was included in March figures in 1929. 
Grocery chains also reported a substantial increase in 
sales compared with a year previous, but drug store 
sales continued slightly below last year.
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The Easter trade was reflected also in sales per store, 
especially in the case of candy stores. A ll lines except 
drug chains showed at least slight increases in sales 
per unit.

Percentage change April 1930 
compared with April 1929

Type of store Number
of

stores
Total
sales

Sales
per

store

Grocery............................................ +  3 .6 + 1 5 .5 + 1 1 .5
Ten cent.......................................... +  8 .0 + 1 1 .0 +  2 .8
D rug................................................. +  7 .4 —  0 .8 —  7 .6
Shoe.................................................. +  9 .2 + 2 2 .6 + 1 2 .3
Variety............................................. + 1 9 .4 + 2 0 .0 +  0 .4
Candy............................................... —  2 .8 + 4 2 .9 + 4 7 .1

Total........................................ +  7 .2 + 1 4 .1 +  6.4

Department Store Trade
The total sales of the reporting department stores in 

this district showed an increase of more than 10 per 
cent over a year ago in April, the largest increase since 
August 1926, undoubtedly due in large part to the 
Easter trade, which occurred in April this year, but in 
March last year. However, the total sales of these stores 
for March and April combined were 2 per cent larger 
than in the corresponding period last year. Unusually 
large increases in sales were reported in April by stores 
in New York City, Rochester, Newark, central New York 
State, the Capital District, and the Westchester Dis
trict. The Buffalo and Syracuse reporting department 
stores also showed increases in sales, following decreases 
in each month since August, and moderate increases in 
sales were reported in Bridgeport, southern New York 
State, the Hudson River Valley District, and in northern 
New York State. Reflecting Easter purchases of cloth
ing, the reporting apparel stores showed about an 8 per 
cent increase in their sales compared with last year.

Stocks of merchandise on hand were smaller than a 
year ago for the fourth consecutive month. The per
centage of outstanding charge accounts collected during 
April continued below the corresponding month last 
year.

Sales and stocks in major groups of departments are

Locality

Percentage 
change 

April 1930 
compared with 

April 1929

Per cent of 
accounts 

outstanding 
March 31 

collected in 
April

Net
sales

Stock 
on hand 
end of 
month 1929 1930

New Y ork........................................................... + 10 .4  
+  5.4  
+ 1 2 .7

+  0 .4  
—  5.0

52.7 51.7
Buffalo.................................................................
Rochester......... .................................................. —  9 .6 42.6 38 ‘.9
Syracuse.............................................................. +  1.9 

+ 14 .1  
+  6 .5  
+ 1 0 .4  
+  2 .5  
+ 11 .2  
+  S .3

+  0 .4  
—  8.1Newark................................................................ 45.3 43.0

Bridgeport........................................................... —  4 .0 38.4 38.8
Elsewhere............................................................ —  6 .3 40.4 38.8

Northern New York State..........................
Central New York State.............................
Southern New York State..........................
Hudson River Valley D istrict................... +  5 .4 

+ 1 3 .6  
+ 16 .1

Capital District.............................................
Westchester District....................................

All department stores.............................. + 10 .4 —  1.9 47.8 46.3

Apparel stores............................................ +  7 .7 —  5.4 49.7 47.6

compared with those of April 1929 in the following 
table. It will be noted that sales in the apparel depart
ments showed the largest increases.

Net sales 
percentage change 

April 1930 
compared with 

April 1929

Stock on hand 
percentage change 

April 30, 1930 
compared with 
April 30, 1929

Men’s and Boys’ wear........................... + 5 1 .4 —  5 .8
Toys and sporting goods.......................
Luggage and other leathergoods........

+ 29 .8
+ 2 7 .5

—  5 .5  
+  2 .3

+ 2 4 .2 —  7.0
Men’s furnishings................................... + 19 .1 —  6 .0

+ 1 4 .7 —  3.0
Women’s ready-to-wear accessories.. . + 1 4 .4 +  9 .3
W omen’s and Misses’ ready-to-wear. + 1 4 .3 - 5 . 1
Woolen goods........................................... +  9 .8 — 18.9
Toilet articles and drugs....................... +  9 .1 +  0 .6
Books and stationery............................. +  8 .0 + 1 0 .6
Silverware and jewelry.......................... +  7.1 —  5 .2

+  5 .3 —  3 .2
Home furnishings............................... +  0 .2 —  2.4
Musical instruments and radio........... —  4 .5 + 1 8 .2
Linens and handkerchiefs..................... —  4 .7 +  7 .3

—  8 .8 + 1 3 .0
Silks and velvets. ................................... — 14.9 — 16.4
Miscellaneous........................................... +  8 .7 —  9 .3

Wholesale Trade
Wholesale dealers in this district reported April sales

10 per cent smaller than in 1929. Sales of diamonds 
showed an even greater decrease than in March, but in 
the sales of jewelry and men’s clothing the declines, 
while substantial, were not so large in April as in the 
month previous. Grocery sales declined slightly follow
ing increases from a year ago in February and March, 
and decreases of varying size continued to be reported in 
the sales of cotton goods, hardware, stationery, and 
paper. The Machine Tool Builders Association reported 
machine tool orders far below the volume of last year, 
for the sixth consecutive month. Sales of silk goods, 
shoes, and drugs, however, showed increases compared 
with last year, following decreases in recent months.

Stocks held by grocery, cotton goods, and hardware 
dealers remained smaller than a year ago, but stocks of 
silk goods and drugs continued to be larger than in 1929. 
Wholesale shoe firms reported a decline in stocks from a 
year previous for the first time since December. Collec
tions were slower than in April 1929 in a majority of 
lines.

Commodity

Percentage 
change 

April 1930 
compared with 

March 1930

Percentage 
change 

April 1930 
compared with 

April 1929

Per cent of 
accounts 

outstanding 
March 31 
collected 
in April

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1929 1930

+  0 .9 — 11.1 —  2 .7 —  4 .2 76.9 76.9
Men’s clothing............... — 33.3 — 20.1 36.7 33.1
Cotton goods.................. +  2 .7 — ’6.5 — 12.7 — ‘ 3.9 33.8 31.6

—  4 .9* —  4 .4* +  6 .3* + 13 .9* 46.3 47.0
—  4 .9 — 13.9* +  8 .8 —  5 .7 47.8 50.7
+ 1 9 .5 —  7.1 +  8 .6 +  7.4 49.3 35.1
+  4 .4 +  3 .8 — 21.3 —  9 .5 49.7 48.7

Machine tools**............ —  1.2 — 44.0 * « • *
—  7 .2 . . . . —  6.7 74.6 76 ‘.2
—  2 .9 —  7.8 68.4 61.4
— 14.2 — *8.2 — 61.5 — 39! 2 } 27.3 }  25.3—  2.5 —  0.1 — 30.2 — 17.8

Weighted average.. —  6 .2 — 10.2 53.1 51.2

* Quantity not value. Reported by Silk Association- of America
** Reported by the National Machine Tool Builders Association
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"PER CENT

Index Number of Industrial Production of 
Manufactures and Minerals Combined. Ad

justed for Seasonal Variations (1023- 
1925 average — 100 per cent)

PER CENT

Payrolls, Withoat Adjustment for Seasonal 
Variations (1923-2* average =  100 
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Business Conditions in the United States
(Summarized by the Federal Reserve Board)

I NDUSTRIAL activity increased slightly in A p ril from the rate prevailing 
in March. Factory employment declined by the usual seasonal amount, 

while factory payrolls showed a smaller reduction than usual. Wholesale 
prices continued to decline in A p ril and the first half of May. There was a 
further easing of open-market money rates.

P roduction

Production in basic industries in  A p ril was slightly larger than in March 
and the Board’s index, which makes allowance for the usual seasonal changes, 
shows an increase of about 2 per cent, offsetting a large part of the decrease 
in March.

Output of automobiles showed the usual seasonal expansion. Steel output 
declined seasonally in A pril and the early part of May. The output of silk 
textiles was considerably reduced, and woolen mills curtailed operations, though 
less than seasonally. Cotton mills were more active in A p ril and there was 
some increase in stocks. In  the first half of May, however, a program of cur
tailment was instituted in the industry.

In  comparison with the first four months of 1929, a year of exceptionally 
active business, production was smaller in almost all major branches of indus
try, with the exception of tobacco. In  comparison with 1928, however, output 
was larger in the automobile, petroleum, and silk industries, slightly smaller in 
steel and coal, and considerably smaller in  cotton and wool textiles, flour, 
meatpacking, automobile tires, and lumber.

Building contracts awarded during April, according to the F. W. Dodge 
Corporation,' were 6 per cent larger than in March, reflecting further expansion 
in awards for public works and utilities, and some increase in residential con
struction, largely seasonal in character. In  the first two weeks in May there 
was a further increase in building activity. In  comparison with 1929, awards 
in  the first four months of the year were 17 per cent smaller, reflecting chiefly 
the continued small volume of residential building, which more than offset 
increases in  public works and in u tility  construction.

E m p l o y m e n t  a n d  P a y r o l l s

Factory employment, which had been decreasing since last September, 
declined by about 1 per cent in April, which represents the usual development 
fo r that month, while the reduction in factory payrolls from March to A pril 
was smaller than usual.

D ist r ib u t io n

Department store sales increased during the month by an amount esti
mated to be slightly larger than is accounted for by the late Easter holiday.

The value of foreign trade decreased further in April, and fo r the first 
four months of the year exports were about 20 per cent smaller than a year 
ago, when trade was exceptionally active. In  part this decline reflected the 
lower level of wholesale prices.

W h o l e s a l e  P rices

An increase in wholesale prices in the first week in A p ril was followed by 
a substantial decline which continued into May and brought the level of prices 
to the lowest point in a number of years. Prices of important raw materials, 
such as wheat, cotton, and silk declined during most of the period, but steadied 
somewhat around the middle of May, while prices of silver, hides, and coffee 
were comparatively stable. There were fa ir ly  continuous price declines in 
steel, sugar, raw wool, and the textiles. Copper prices were reduced further 
early in  May, but recovered somewhat following large purchases fo r domestic 
and foreign consumption.

B a n k  Credit

Loans and investments of member banks increased by about $160,000,000 
in the latter half of April, but declined by $140,000,000 in the first two weeks 
in May, both movements reflecting chiefly fluctuations in loans on securities. 
Investments increased further, while “ all other ’ ’  loans continued to decline, 
and on May 14 at $8,560,000,000 were the smallest in more than two years.

The volume of Reserve Bank credit declined further by $125,000,000 
between the weeks ended A pril 19 and May 17, largely as a result of the addi
tion of about $65,000,000 to the stock of monetary gold and of a further 
lubstantial reduction in the volume of money in circulation, which reflected 
chiefly smaller volume of payrolls and declines in retail prices. The System’s 
holdings of bills declined, while United States securities and discounts for 
member banks showed little  change.

Money rates on all classes of paper declined further in May. The dis
count rate of the Federal Reserve Bank of New York was reduced from 3*4 
to 3 per cent on May 2, and that at the Federal Reserve Bank of Boston from 
4 to 3% per cent on May 8.
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Money Market in June
Business demands for funds continued during the past 

month to show the same tendencies as in several pre
ceding months. The demand for short-term commercial 
credit remained light during most of the month, but the 
demand for new capital through the bond market con
tinued large. This large demand for capital and light 
demand for commercial credit has been accompanied by 
corresponding changes in member bank credit— invest
ments and security loans have increased while other 
loans, largely commercial, have declined.

A  review of previous periods of business recession 
since the W ar indicates that these tendencies are similar 
to those evident in 1921-1922, in 1924, and in 1927-1928. 
That is to say, in each of these periods, business move
ments like the present have been accompanied by a de
crease in commercial loans, and by an increase in 1 " 1- 
investments and bond flotations. In the extent of the 
decline, the liquidation of commercial loans during re
cent months has no parallel since 1921, when, accom
panying an even more drastic decline in commodity 
prices than has occurred recently, the decline was much

larger, and continued for several months after industrial 
activity had turned upward. In 1924 and in 1927-1928 
also, an increase in bank investments and loans on securi
ties, accompanying large new capital issues, occurred 
well in advance of an increase in business activity, while 
no material increase in commercial loans occurred until 
after a recovery in business had begun.

B a n k  I n v e s t m e n t s

The increase in the investments of reporting banks in 
recent months, while following the general tendencies 
of previous periods, has not been sufficient to equal the 
liquidation of commercial loans, nor has it been as large 
as the increase in investments in previous years of busi
ness recession. As the diagram on the following page 
shows, the investments of these banks have not yet 
reached the volume of two years ago.

A  further interesting comparison of the size of the 
investment holdings of the banks is to be found in a 
comparison of the ratio of investments to total earning 
assets as compared with the ratio of time deposits to 
total time and net demand deposits. These figures indi
cate that whereas in 1921, investments constituted the

LOANS IN 
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BONDS IN 
BILLIONS
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Liquidation of Loans Other than Security Loans (largely commercial) of Reporting Member Banks, and Increase in New 
Bond Issues during Two Periods of Business Recession, 1920-1922 and 1929-1930
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same proportion of total loans and investments as time 
deposits were of total time and net demand deposits, at 
present the investment proportion is noticeably smaller.

Percentage of 
time deposits to 

total time and net 
demand deposits

Percentage of 
investments to 
total loans and 

investments

June 1921.............................................................. 22 22
June 1924 .............................................................. 27 27
June 1927 .............................................................. 31 28
June 1930 .............................................................. 34 20

S e c u r it y  L o a n s

The security loans of reporting member banks have 
increased substantially during recent months and are 
now $1,200,000,000 larger than a year ago. This is due 
to the fact that the reporting banks, especially the New 
York City institutions, have been called upon to replace 
a part of the funds withdrawn from the call loan market 
by corporation, foreign, and other lenders, as money 
rates have declined. Loans to brokers and security 
dealers by other lenders, including the report of the 
New York City member banks and the report of the New 
York Stock Exchange, indicated a total of approximately 
$1,600,000,000 on June 18, as compared with nearly 
$5,400,000,000 at the high level of early October 1929, 
and are now in the smallest volume since the beginning 
of 1928. While liquidation in the security markets has 
resulted in a large reduction in security loans of all 
kinds, the reporting banks’ security loans for their own 
account have increased about $750,000,000 from the 
level of just prior to the stock decline of last October.

During the four weeks ended with June 25, the vol
ume of brokers loans placed by New York City banks 
was reduced $600,000,000, of which roughly one-half was 
in loans placed for the account of out-of-town banks 
and the other half in loans for the account of other 
lenders. Total brokers loans placed by New York City 
reporting member banks on June 25 were the smallest 
since February.

The withdrawal of funds by lenders other than banks 
from employment in brokers loans was accelerated 
during the past two weeks by the decline in call loan 
rates to the lowest levels in many years, and by the 
reduced demand for loans which has accompanied the 
decline in stock prices. The June decline in money 
rates continued the tendency of recent months, but was 
expedited by the purchase of an additional $50,000,000 
of U. S. Government securities by the Reserve Banks in 
the early part of June, and by the reduction in Federal 
Reserve Bank rediscount rates from 4 to 3 %  per cent 
at Cleveland on June 7, and at Chicago on June 21, and 
from 3 to 2^2 Per cent at New York on June 20. Fol
lowing the general decline in open market money rates, 
which is shown in the following table, New York Clear
ing House banks reduced maximum demand deposit 
rates by ^  per cent, and the maximum time deposit 
rate by 1 per cent, effective June 26.

M o n e y  R a t e s

Money Rates at New York

June 28, 1929 May 29, 1930 June 30, 1930

Stock Exchange call loans.......... *7-10 *3.00 *1M~3
Stock Exchange 90 day loans.. . 7 X - H m 2%
Prime commercial paper............. 6 3 H -H 3 H -H
Bills— 90 day unindorsed............
Customers’ rates on commercial

5 % 2% lVt

f5 .79 t4.39 14.21
Treasury certificates

Maturing Sept. 15 (yield). . . . 4 .59 2.00 1.58
Maturing Dec. 15 (yield). . . . 4 .66 2.42 1.86

Federal Reserve Bank of New
2HYork rediscount rate................ 5 3

Federal Reserve Bank of New 
York buying rate for 90 day
bills............................................... 5 H 2

♦Range for preceding week fAverage rate of leading banks at middle of 
month

C o n d itio n  of N e w  Y ork  B a n k s  
The replacement of brokers loans placed by ‘ 1 others’ ’ 

with bank loans, together with the recent increase in 
bank investments and the decline in commercial loans, 
has resulted in the employment of an increasing propor
tion of bank funds in security loans and investments 
during recent months. An analysis of the current posi
tion of reporting New York City banks indicates that on 
June 25 these banks had deposits and capital funds 
amounting to about $9,100,000,000. The principal em
ployments of these funds were as follows:

Amount Per cent

Cash and reserve with Federal Reserve Bank.......... $ 837,000,000
1.113.000.000
2.462.000.000
1.321.000.000 

443,000,000

9 .2
U S Government securities......................................... 12.2
“ All other”  loans (largely commercial)...................... 27.0
Demand loans to brokers............................................... 14.5
Time loans to brokers..................................................... 4 .9
Security loans other than brokers loans..................... 1,932,000,000

958,000,000
21.2

Investments other than U. S. Government’s ............ 10.5

$9,066,000,000 99.5

On the date shown these banks had over 21 per cent 
of their deposits and capital funds in vault cash, re
serves with the Reserve Bank, and in U. S. Government 
securities. A n additional 27 per cent was employed in 
loans other than security loans, of which between one- 
third and one-half are eligible for rediscount at the 
Reserve Bank. About 30 to 35 per cent of the funds, 
therefore, were in very liquid forms.

Of the 51 per cent of funds employed in security

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

July 1, 1930



FEDERAL RESERVE AGENT AT NEW YORK 51

loans and in investments other than Government securi
ties, 14Y2 per cent was in call loans which under normal 
conditions may be regarded as liquid funds. In the 
past month the average indebtedness of the principal 
New York City banks at the Federal Reserve Bank of 
New York has been $5,500,000 compared with $165,- 
000,000 a year ago and an average of $115,000,000 over 
the past 5 years.

B i l l  M a r k e t

Throughout the larger part of June, dealers’ sales of 
bills were in excess of their purchases, reflecting in part 
an active demand for bills on the part of banks and 
other investors; it was also reported that accepting 
banks were holding considerable amounts of newly 
created bills instead of selling them to discount houses. 
As a result of these conditions, dealers’ portfolios showed 
a large decline and at the close of the month were less 
than half as large as at the opening, despite a total 
decline of Y2 per cent in rates. The first two rate reduc
tions of Ys per cent each came in the beginning of June, 
and the second series of two Ys Per cent decreases fol
lowed closely the reduction in the New York Reserve 
Bank’s discount rate in the third week of the month. 
The buying rate of the New York Bank for endorsed 
bills of 90 day maturity likewise was lowered a total of 
Y2 per cent to 2 per cent, and the rate for short bills was 
reduced to 1 %  Per cent. The offering rates prevailing 
near the end of June were 1 %  per cent for unendorsed 
bills of 1 to 90 days maturity, 2 per cent for 4 months 
bills, and 2Ys Per cen  ̂ for 6 months; these rates were 
lower than at any time in the past, except for a quota
tion of l 7/s  per cent on 30 day bills intermittently dur
ing the period from July to September of 1924.

During June, the Reserve System’s portfolio of bills 
decreased considerably further to $102,000,000 on June 
25. This decline is attributed to the small supply of 
bills in dealers’ hands, and to the relatively good out
side investment demand.

The total volume of bankers bills outstanding was 
reduced only $31,500,000 further during May, follow
ing a decrease of $126,000,000 in the previous month 
and a total decline of $319,000,000 between the Decem
ber peak and April 30. A  continued decline in accept
ances arising from export transactions accounted for the 
larger part of the May reduction in total outstandings.

C o m m e r c i a l  P a p e r  M a r k e t

There continued to be an excellent investment demand 
for commercial paper during June. The banks through
out the country were actively in the market for invest
ments of this type because of the further decline that 
occurred in yields on other short-term investments and 
also because of the rather slack demand for funds by 
industrial and mercantile concerns at the banks. A l
though the dealers offered increasingly attractive rates 
to potential borrowers, the available supplies of paper 
fell short of the investment demand during much of 
the time. The prevailing range of selling rates for prime 
names which had been quoted at 3 % -3 %  per cent for 
about a month, declined to 31/4 -3 %  per cent after the 
reduction in the New York Bank’s discount rate. Not

Volume of Open Market Commercial Paper Outstanding 
Through 21 Dealers

since November 1924 has commercial money been avail
able in the open market at as low rates.

Reflecting the inability of dealers to secure new paper, 
due partly to a seasonal tendency toward reduced bor
rowing at this time of the year, the amount of commer
cial paper outstanding at the end of May was smaller 
by $12,000,000, or 2 per cent, than at the end of April. 
The total of $541,000,000 reported by 21 firms remained 
78 per cent above the figure for the comparable month 
a year ago, however, and, excepting April, was larger 
than at any time since April 1928, as the accompanying 
diagram indicates.

Security Markets
During the month of June, a substantial decline in 

stock prices occurred, following a preceding moderate 
reaction from the spring advance which culminated early 
in April. The June decline progressed with only slight 
interruption and near the end of the month quotations 
for many stocks were below the lowest prices reached 
last November, while general averages of stock prices 
were not greatly above the bottom points reached in 
November. From the highest level of early April there 
has been a decline of about 25 per cent in the average 
of stock prices. Prices of railroad stocks as a group 
reached lower levels than were reached last autumn, 
and industrial stock averages went close to the 1929 
lows, but prices in the public utility group remained 
well above. The decline was of an orderly nature, with 
sales on only three days in excess of 5 million shares, 
and for much of the time sales were less than 4 million 
shares.

In reflection of the June declines in prices, dividend 
yields on common stocks rose sharply and for the first 
time since November were higher than the yields obtain
able on bonds, as the accompanying diagram indicates. 
The diagram also shows that gradual improvement in 
the bond market since last autumn has resulted in an 
average lowering of bond yields by about Ya per cent 
during that period, so that the current level is about the 
lowest since the middle of 1928.
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In the bond market, June trading was of quite mod
erate volume and resulted in no material change in the 
general level of prices, except for a rise of y2 point in 
average prices of United States Government long-term 
issues to the highest level for 1929 and 1930. Domestic 
corporation and foreign bonds advanced slightly in the 
first part of the month, but subsequently there were de
clines which left them somewhat lower than at the close 
of May, and at least 1%  points on the average below the 
temporary peak of March.

New Financing
The May total of new security offerings at $1,180,000,- 

000 was considerably larger than the figure for April, 
due largely to the inclusion of a $235,000,000 Ameri
can Telephone and Telegraph Company stock offering, 
payment for which is due August 1. As compared with 
the security flotations of May 1929, however, the total 
was some $334,000,000 smaller, due chiefly to the large 
amounts of stock that were put out for refunding pur
poses in May a year ago. Excluding refunding issues, 
new capital flotations were nearly as large as in May
1929, and were about $200,000,000 larger than in April.

Domestic corporation bond flotations continued in 
large volume; issues to provide new capital were more 
than $100,000,000 in excess of the amounts in the pre
ceding month or in May 1929, and the total for the first 
five months reached a figure nearly $700,000,000 more 
than in the corresponding period of last year. This in
crease has resulted largely from bond flotations by the 
railroads and public utilities in connection with their 
announced expansion and improvement programs for 
this year. State and municipal bond financing for the 
first five months of the year likewise has been $100,000,- 
000 ahead of a year ago, and the amount of new capital 
obtained for use in foreign countries has been $200,000,- 
000 more than last year.

The principal security issue during June was the Ger
man Government International 5y2 per cent Loan, of 
which a par amount of $98,250,000 was offered in this

market at 90, giving a yield of 6.20 per cent. This issue, 
together with a number of smaller ones, including 
$25,000,000 of stock of the American and Foreign Power 
Company, resulted in a larger total of capital raised in 
this market for use abroad than in the preceding month. 
Domestic security flotations appear to have been in 
smaller volume than in May, although the total prob
ably was larger than a year ago. This estimate does not 
take into account an offering of $118,000,000 of Cities 
Service Company debentures, which were originally 
offered to stockholders and included in the May figures; 
the public offering in June represented the balance that 
was not subscribed for by stockholders.

Foreign Exchange
There was no consistent tendency in the movement of 

foreign exchange rates during June. Sterling, French 
francs, guilders, and Swiss francs all moved slowly up
ward until the 10th or 11th and then lapsed into a period 
of irregularity; all but guilders, however, strengthened 
later and ended the month with a net gain. The Swedish 
crown also showed a net gain for the month. Eeichs- 
marks moved uncertainly until the end of the third 
week, when an abrupt decline occurred. The other prin
cipal European currencies were steady except for pesetas 
which declined almost continuously to new lows. The 
same was true of the Argentine peso, Brazilian milreis, 
and Shanghai tael. Canadian dollars crossed par on 
June 5 for the first time in over a year and were quoted 
at slight premiums for most of the remainder of the 
month. The Japanese yen made a slight net advance 
during the month.

Cable Rates

Country June 29, 1929 May 31, 1930 June 27, 1930

Belgium........................................... $.1389 $.1396 $.1396
England........................................... 4.8500 4.8588 4.8613
France.............................................. .0391 .0392 .0393

.2383 .2387 2382

.0523 .0524 .0524
Netherlands.................................... .4015 .4023 .4020
Spain................................................ .1422 .1218 .1123
Sweden............................................. .2680 .2684 .2687
Switzerland..................................... .1925 .1935 .1938
Canada............................................. .9908 .9994 1.0000

.9551 .8666 .8163
Brazil............................................... .1188 .1185 .1132
Japan................................................ .4375 .4943 .4948
Shanghai (tael).............................. .5775 .4063 .3725

Gold Movement
The release of $2,000,000 of gold earmarked for for

eign account was the only sizable gold transaction at 
New York during June, as exports and imports were 
negligible. A t San Francisco, however, arrivals of gold 
from the Far East continued, $7,000,000 coming from 
Japan and $450,000 from China. The total received 
from Japan in the movement which began last January 
now amounts to $114,000,000. A  preliminary estimate 
of $10,000,000 as the net gain to the country’s gold stock 
in June indicates a considerable decline from the gains 
of recent months. Based on this preliminary figure for 
June, the first half of 1930 shows a net gain of $237,- 
000,000 in the gold stock as compared with $174,000,000 
in the first six months of 1929.
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Withdrawals of gold from the Bank of England in
cluded £800,000 for export to Germany, and £300,000 
for France, but these losses were partially offset by the 
receipt of £500,000 in sovereigns from South Africa. 
Of the £2,000,000 of South African gold offered in the 
London market in June, France obtained £1,300,000 and 
Germany £500,000, the balance going to India and the 
trades.

Central Bank Rate Changes
The movement in the direction of cheaper money con

tinued during June, five European central banks lower
ing their official rates of discount. On the 2nd the Bank 
of Portugal reduced its rate from 8 to 7 ^  per cent, 
the earlier rate having been in force since July 27, 1926. 
On the 13th the rate of the Bank of Poland, which had 
stood at 7 per cent since March 14, was reduced to 6%  
per cent. On the 21st the Reichsbank rate was brought 
down from 4 %  to 4 per cent, or 3 %  per cent lower than 
the rate prevailing one year ago. This was followed on 
the 24th by a reduction in the rate of the Bank of Dan
zig from 5 to 4 %  per cent. The National Bank of 
Czechoslovakia lowered its rate on the 25th to 4 per cent 
from the 4 %  per cent level fixed on May 26 last; these 
two reductions within a month are the only ones made 
at Prague since March 1927.

International Payments of the United States
A  recently published study by the Department of 

Commerce of the balance of international payments of 
the United States reports several interesting and im
portant developments during the year 1929. The most 
marked change reported was a reduction of $561,000,000 
between 1928 and 1929 in the net export of capital 
from the United States. Accompanying high money 
rates and a depressed bond market here during 1929, 
the amount of American long-term investments made 
abroad was $414,000,000 smaller than in 1928. A  net 
increase of $13,000,000 in short-term foreign funds in 
American banks, as compared with a $226,000,000 de
crease during 1928, and this movement of short-term 
funds toward this country, together with the reduction 
in long-term investments abroad, was offset only to a 
relatively small degree by a decline of $92,000,000 in for
eign long-term investments made here.

Concurrent with the decline in capital exports, the 
net merchandise exports of this country declined $116,- 
000,000 during 1929 and the net credit on ‘ * invisible ’ ’ 
items of our international trade declined $50,000,000, 
making the total net credit from these two sources 
$166,000,000 smaller than in the preceding year. In 
order to balance the international settlement, $120,000,- 
000 net of gold was sent to this country, whereas in 1928 
our excess of capital exports over the credit balance 
through commodity and invisible items resulted in the 
net loss to the United States of $272,000,000 of gold.

In the invisible items, no large changes were reported 
during 1929. Receipts of interest on American private 
funds abroad continued to increase, and were larger 
than ever before, but this credit was counterbalanced

to a considerable extent by a larger interest return to 
foreigners from their funds employed in the United 
States. American tourist expenditures also increased 
further, but about half of the increase was offset by 
larger expenditures of foreign tourists here. This 
nation’s freight bill was about 45 per cent larger in
1929 than in 1928.

The Department of Commerce Survey for 1929, to
gether with comparative figures for 1928, is summarized 
in the following table.

(In millions of dollars; 4- =  credit to U. S.; —  =  debit to U. S.)

1928 1929

Commodity transactions:
Net merchandise exports (adjusted)...................................

Miscellaneous invisible items:
Interest on American private funds abroad (long and 

short term )............................................................................

+850

+893 
— 359 
— 804 
+163 
— 225 
+207 
—  80 
+  5

+734

+976 
— 414 
— 839 
+180 
— 223 
+207 
— 115 
—  22

Interest on foreign funds in U. S. (long and short term )..
Expenditures by American tourists.....................................
Expenditures by foreign tourists in U. S ...........................
Immigrant remittances (net).................................................
War debt receipts of United States.....................................

Other items (net).....................................................................

Total commodity and invisible items (net)................... +650 +484

New private loans, investments, and deposits:
Net increase in American long term investments abroad 
Net increase in long term foreign investments in U. S . . 
Change in net debt of American banks to foreigners-----

— 1,196
+488
— 226

— 782 
+396 
+  13

Net capital movement (long and short term ).............. — 934 — 373

Gold shipments and earmark transactions, net................ +272 — 120

Net discrepancy.................................................................... +  12 +  9

Employment and Wages
A  decline of nearly 2 per cent between the middle 

week of April and the middle week of May was reported 
for the number of workers employed in representative 
factories throughout the United States. This decline 
brought factory employment to the lowest level since 
1922, when employment was recovering from the depres
sion of the preceding year. A t the 1921 low point, fac
tory employment was fully 10 per cent smaller than at 
present. The April to May decline this year, according 
to this bank’s calculations was slightly more than gen
erally takes place, and the seasonally adjusted index 
also reached a new low level since 1922.

In New York State, factory employment declined a 
little over 1 %  per cent, which is about the average sea
sonal decline. Consequently, the deseasonalized index 
remained at the April level which was the lowest of 
recent years.

Factory payrolls showed a more substantial decline 
than occurred in the number of workers employed. For 
the country as a whole, the reduction amounted to about 
2i/2 per cent, and for New York State to a slightly 
higher figure. Average weekly earnings of factory em
ployees in New York State showed the largest April 
to May decline in a number of years, and reached the 
lowest level since April 1928. The decline of the past 
few months follows an almost uninterrupted rise since 
1922, and the drop of $1.37 a week from last September’s 
peak is the most substantial that has taken place since 
1920-1922.
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Following several weeks of irregular fluctuations in 
the latter part of May and the first part of June, com
modity prices declined more rapidly during the last 
three weeks of June than at any other time since the 
decline began last summer. Consequently, the average 
level of wholesale prices has reached a new low since 
1916. The decline was quite general, and included both 
agricultural and industrial commodities. Some of the 
more important fluctuations in prices of individual com
modities are illustrated in the accompanying group of 
diagrams.

Following a brief recovery to 13 cents, the price of 
domestic copper was reduced to 12 cents a pound, and 
for a brief period it was reported that offerings were 
being made as low as 11%  cents. Lead was reduced to 
5.25 cents, zinc to a range of 4.10 to 4.12y2 cents, and tin 
fell to 29 y2 cents, which compares with a price of 50%  
cents in February 1929. Pig iron receded slightly further 
to a new low level since September 1928, while finished 
steel declined to a new low level since 1922. Spot wheat 
went as low as 90 cents, as compared with the 1929 low 
of 94%  cents, and reached a new low level since 1914. 
Cotton at 13.25 cents near the close of the month was 
%  of a cent under the previous low of the year reached 
in March, and was the lowest since the winter of 1926-
1927, when the price was depressed by the largest crop 
ever produced in this country. Raw silk declined as 
low as $3.08 a pound, which represents a decline of 
$1.00 in a little over two months. Domestic wool, on 
the other hand, had a recovery of nearly 1 cent from 
the lowest levels reached in May. Refined sugar was 
down to 4.50 cents, which compares with a high of 5.50
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cents last year, and crude rubber dropped as low as 
11%  cents, as compared with last year’s high of 26%  
cents.

The general wholesale commodity price index of the 
Bureau of Labor Statistics was down 1.6 points in May. 
the largest monthly decline since that of last November, 
and on the basis of weekly figures, it appears likely that 
the June index may show an even larger decline. The 
present decline in commodity prices appears to be 
partly a continuation of a movement that has been in 
progress for several years. Since the peak of March 
1925, the decline has amounted to 15 per cent; this is 
the largest decrease since the collapse of the post-war 
price level in 1920-1921. The decline cannot be attrib
uted to any one commodity or group of commodities, for 
from the March 1925 peak every one of the ten groups 
into which the Bureau of Labor Statistics index is 
divided has shown a net decline.

The decline in commodity prices in recent years has 
been world-wide and has been even larger in other coun
tries. In Great Britain, for example, the Board of Trade 
index has declined to a level only 22 per cent above the 
1913 average; the May 1930 level shows a decline of 23 
per cent since May 1925 when the pound sterling was 
stabilized.

Production
As in most of the preceding months of the current 

year, industrial activity continued in May to show 
minor fluctuations around a relatively low level. May 
changes in the metals industries were confined almost 
entirely to those that might normally be expected in 
that month, and this bank’s seasonally adjusted indexes 
were virtually unchanged. The combined index of auto-
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mobile production, however, declined slightly, due to 
curtailment of truck output. In the fuel industries, 
changes after seasonal adjustment were irregular, and 
in most of the other important groups gains and losses 
about balanced. A  marked curtailment in the consump
tion of cotton, however, more than offset increases in silk 
consumption and in wool mill activity, and this bank’s 
combined textile index fell to a new low point since 
1924. A  continued low level of general productive ac
tivity is indicated by the fact that sixteen of the twenty- 
four indexes now available were below the long-time 
trend of growth.

While there is nothing to indicate any marked change 
in the level of industrial activity in June, the weight 
of evidence appears to be slightly on the side of a de
cline. Operations in the steel industry are reported to 
have declined from 73 per cent of capacity in the latter 
part of May to 64 per cent in the latter part of June, 
or somewhat more than usual for the time of year, and 
there is also some evidence of a curtailment in automo
bile production. Figures on coal and petroleum produc
tion for the first three weeks of June also pointed to an 
unseasonal decline. In addition, there has been a further 
decrease in cotton goods production, and it is reported 
that mills are considering the extension of the curtail
ment beyond the mid-July date previously contemplated, 
due to the failure of sales to equal output.

(Adjusted for seasonal~variations and usual year-to-year growth)

1929 1930

May March April May

Metals
Pig iron ................. ......................................... 126 101 102 104
Steel ingots..................................................... 135 99 101 102
Copper, U. S. m ines............................ .. 131 83 85 84p
Lead............................. .................... .. ........... 109 91 99 90p
Zinc.................................................................. 101 78 78r 70
Tin deliveries................................................. 141 115 89 92

Automobiles
Passenger cars............................................... 133 90 90 90p

93pMotor trucks................................................. 154 117 113

Fuels
Bituminous coal............................................ 88 70 85 77p

84p
110

Anthracite coal.............................................. 90 07 77
Coke ............................................................. 128 103 108
Petroleum, crude.......................................... 112 98 99 09p
Petroleum products...................................... 101 93 90

Textiles and Leather Products 
Cotton consumption.................................... 109 83 80 77
W ool mill activity........................................ 102 07 07 75
Silk consumption.......................................... 101 98 85 87
Leather, sole................................................... 94 109 110 113p

88pBoots and shoes............................................. 106 88 95p

90
Foods and Tobacco Products

Live stock slaughtered................................ 93 89 94
Wheat flour.................................................... 110 94 100 113p

92Sugar meltings, U. S. ports........................ 80 75 80
Tobacco products......................................... 112 68 103 103

Miscellaneous
Cement............................................................ 115 111 108 118
Tires................................................................. 140 80 97 lOOp
Paper, newsprint.......................................... 92 84 80 87
W ood pulp .................................................... .. 106 109 103

p Preliminary r Revised

Building
May building contracts were seasonally smaller than 

in the previous month, and were 22 per cent smaller 
than in May 1929, according to the F . W . Dodge Cor
poration report of building activities in 37 States east 
of the Rockies. Public works and utility construction

was the only major classification that compared at all 
favorably with a year ago. For the first five months of 
this year, total building contracts of all kinds were 18 
per cent less than in the corresponding period of last 
year. There was an increase of 21 per cent in construc
tion and engineering contracts of a public nature, but 
this was not sufficiently large to offset a decline of 11 
per cent in other non-residential projects and of 47 per 
cent in residential building.

During the first three weeks of June the daily aver
age amount of building contracts awarded was some
what larger than in May, and the decrease from last 
year’s level was substantially less than has occurred 
in most previous months of 1930.

Indexes of Business Activity
No marked change in the level of business activity 

occurred in May, though the general tendency appears 
to have been slightly downward.

In June, car loadings of merchandise and miscellane
ous freight showed a further unseasonal decline, and 
continued well under the levels of recent years.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

May March April May

Primary Distribution
Car loadings, merchandise and misc........ 102 91 94 92
Car loadings, other....................................... 104 77 87 87

94 86 81 82p
124 92 102 99p

Panama Canal traffic.................................. 79 79 78 67

Distribution to Consumer
Department store sales, 2nd Dist............. 103 104 105 107
Chain store sales, other than grocery.. . . 103 93 90 93p
Life insurance paid fo r ................................ 101 109 103 93
Advertising..................................................... 98 87 89 87

General Business Activity
Bank debits, outside of N. Y . C ity.......... 107 101 98 99
Bank debits, New York C ity..................... 178 142 136 134
Velocity of bank deposits, outside N. Y .

C ity ............................................................. 123 116 111 112
Velocity of bank deposits, New York City 201 159 150 143
Shares sold on N. Y . Stock Exchange. . . 329 299 396 273
Postal receipts r............................................ lOlr 94r 99r 96r
Electrio power................................................ 103 91 94p
Employment in the United States............ 104 93 93 92
Business failures............................................ 106 118 121 121
Building contracts........................................ 113 88 83 83
New corporations formed in N. Y . State. 112 93 94 95
Real estate transfers.................................... 81 70 67 00

General price level*...................................... 179 173 174 172
Composite index of wages*........................ 226 228 226 225
Cost of living*............................................... 171 168 168

p Preliminary * 1913=100 r Revised

Foreign Trade
The foreign merchandise trade of this country con

tinued to decline during May. Exports, valued at $322,- 
000,000, were smaller than in any month since July 
1924, and imports, valued at $285,000,000, were smaller 
than in any month since August 1924, with the excep
tion of February of this year. In the case of imports, 
the decline of 29 per cent from May 1929 was the largest 
decrease from the level of the previous year that has oc
curred so far this year. Exports, on the other hand, 
with a decrease in value of 16 per cent, hact the smallest 
decline from last year’s level since January.

Although all of the leading groups of commodities
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continued to contribute to the general decline in our 
foreign trade from a year ago, the heaviest percentage 
loss both in exports and in imports was in the movement 
of raw materials. The value of exports of raw cotton was 
the smallest for any month since the summer of 1915. 
The value of imports of crude materials was 39 per cent 
less than a year ago, and the smallest since August 1924. 
Reduced imports of raw silk were one of the important 
factors in this decline, as they were in less than half the 
volume of a year ago. The volume of crude rubber 
imports was reduced 17 per cent. Exports and imports 
of partly and wholly manufactured products showed 
considerably smaller percentage losses than did raw 
materials.

Wholesale Trade
The May sales of reporting wholesale firms in this 

district showed a 14 per cent decrease compared with 
a year ago. Sales of stationery showed the largest de
cline reported in several years and the diamond and 
jewelry firms reported even greater decreases in sales 
than in previous months. Paper sales continued to 
show a moderate reduction, and drug sales were smaller 
than last year, following an increase in April. Whole
sale cotton goods and hardware dealers reported de
creases in sales for the seventh consecutive month, shoe 
dealers reported the largest decrease since last Decem
ber, and men’s clothing sales continued well below the 
volume of a year ago. Grocery sales showed a compara
tively small decrease. The Machine Tool Builders Associ
ation reported a 60 per cent decline in orders compared 
with the large volume of a year ago, an even larger 
decline than in previous months this year. Contrary to 
the general tendency, the Silk Association of America 
reported an increase in yardage sales of silk goods for 
the second consecutive month.

Stocks of groceries, cotton goods, and hardware con
tinued to be smaller than a year ago, and stocks of silks 
and drugs remained slightly higher than last year, while 
the stocks of shoes were larger than a year previous in 
May, following a decline in April. Collections continued 
to be slower than in 1929.

Commodity

Percentage 
change 

M ay 1930 
compared with 

April 1930

Percentage 
change 

M ay 1930 
compared with 

M ay 1929

Per cent of 
accounts 

outstanding 
April 30 

collected in 
M ay

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1929 1930

Groceries......................... +  3 .7  
— 27.4

—  8 .7 —  3.4 —  6.3 76.4 76.0
Men’s clothing............... — 18.0 33.3 30.2
Cotton goods.................. +  4 .3 — ‘ 6^2 — 10.1 — *3*.3 33.8 37.0
Silk goods....................... — 13.8* —  5.5* + 10 .2* +  3 .6* 47.4 44.1
Shoes .............................. — 30.0 +  1.4 — 29.2 +  6.9 49.9 46.8
Drugs............................... — 25.6 —  1.6 —  4 .5 +  6.5 45.3 31.4
Hardware........................ + 1 2 .8

— 24.6
—  1.7 —  8 .5 —  9 .6 51.4 49.7

Machine tools**............ — 59 .6
Stationery....................... — 17.4 — 25.7 75*. i 7i'.9
Paper................................ —  3.4 —  9 .7 69.7 62.2
Diamonds........................ — 11.0 — ‘ 5^4 — 63.2 — 35.0 } 27.0 } 23.9Jewelry............................ + 1 1 .0 —  6 .0 — 42.2 — 15.0

Weighted A verage.. . — 10.8 — 14.5 52.4 49.7

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association

May sales of reporting department stores in this dis
trict averaged 5 per cent larger than in 1929. The in
crease in sales in New York City was the largest which 
has been reported since last October, except for the in
crease caused by Easter trade in April. Increases in sales 
were reported also by the department stores! in Newark, 
southern New York State, the Hudson River Valley 
district, the Capital district, and the Westchester district, 
while declines in sales were shown in other sections of 
the district. The leading apparel stores reported a 
decrease in sales, but, excluding the Easter increase in 
April, the reduction was the smallest since last October.

Stocks of merchandise on hand at the end of the 
month remained slightly smaller than a year previous. 
The percentage of charge accounts collected during 
May was higher than a year previous; although the 
increase was slight, it was the first increase since last 
September.

D epartm ent Store Trade

Locality

Percentage 
change 

M ay 1930 
compared with 

May 1929

Per cent of 
accounts 

outstanding 
April 30 

collected in 
May

Net
sales

Stock 
on hand 
end of 
month 1929 1930

+  7 .6  
—  7.5

+  0 .1  
+  0 .6  
—  6 .4

48.4 50.2
46.6 48.4

—  2 .3 42.4 45.9
—  2.9 +  3 .0  

—  5 .3+  5 .6  
— 10.8

*43.9 *44.0
—  8 .6 38.5 41.3

+  3.9  
—  9 .0

—  4 .7 34.8 35.4
Northern New York State..........................
Central New York State............................. —  1.3
Southern New York State.......................... +  3 .6  

+  6 .2  
+  2 .4

Hudson River Valley District...................
Capital D istrict............................................
Westchester District.................................... +  6 .1

All department stores.............................. +  5 .2 —  1.1 46.3 47.7

Apparel stores........................................... —  4 .5 —  6.3 49.4 47.7

Sales and stocks classified by principal groups of de
partments are compared in the following table with those 
of a year ago.

Net sales 
percentage change 

May 1930 
compared with 

May 1929

Stock on hand 
percentage change 

May 31, 1930 
compared with 
May 31, 1929

+ 1 7 .6 +  1 .7
Toys and sporting goods........................... + 1 6 .6 —  5 .0
Men’s furnishings......................... .............. + 11 .1 —  4 .5
Women’s ready-to-wear accessories........ + 1 0 .7 +  2 .4

+  9 .9 —  2 .5
Men’s and Boys’ wear................................ +  9 .1 —  2 .5

+  7 .2 +  8 .6
Hosiery...................... ................................... +  6 .5 — 12.8
Women’s and Misses’ ready-to-wear----- +  6 .2 —  6 .0
Toilet articles and drugs............................ +  4 .8 +  5 .0
Silverware and jewelry............................... +  2 .6 —  7 .1
Home furnishings.. .  . . .............................. +  2 .2 —  2 .7
Linens and handkerchiefs......................... 0 +  9 .0
Silks and velvets.......................................... —  2 .9 — 14.9
Books and stationery................................. —  6 .4 +  9 .6
Luggage and other leather goods............ — 10.1 —  1.6
Musical instruments and radio................ — 15.1 —  2 .7

— 27.0 — 26.7
+  5 .4 — 12.8
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Index Number of Industrial Production of Manu
factures and Minerals Combined, Adjusted 

for Seasonal Variations (1923-25 aver
age =: 100 per cent)

PER CENT

Wholesale Price Index of United States Bureau of 
Labor Statistics (1926 average 

~  100 per cent)
BILLIONS OF DOLLARS

Monthly Averages of Weekly Figures for Re
porting Member Banks in Leading Cities 

(Latest figures are averages of first 2 weeks of June)
PER CENT

1926 1927 1928 1929 1930 '
Money Rates in the New York Market (June 

rates are averages for the first 20 days)

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

T HE volume of industrial production declined in May by about the same 
amount as i t  increased in April. Factory employment decreased more 

than is usual at this season and the downward movement of prices continued. 
Money rates eased further, to the lowest level in  more than five years.

I n d u s t r ia l  P ro duction  a n d  E m p l o y m e n t

The Board’s index of industrial production, adjusted fo r usual seasonal 
variations, declined about 2 per cent in May. In  1930 industrial production 
has fluctuated between 4 and 7 per cent above the 1923-1925 average, and the 
preliminary estimate fo r May is 4 per cent above the average fo r those years. 
Production at steel and automobile plants declined, cotton mills curtailed 
output, and activity at woolen and silk mills continued at low levels. Cement 
production increased sharply, while output of petroleum and of copper showed 
little  change. In  the first half of June, output at steel plants declined further.

The decrease in factory employment in May was larger than usual and 
there was also a decline in factory payrolls. The number employed in the 
cotton and silk goods industries decreased further, while in the woolen goods 
industry there was an increase from the extreme low point of April. Employ
ment in the agricultural implement and electrical machinery industries 
decreased from A p ril but remained large relative to earlier years. Employ
ment in the cement industry increased, but in the lumber industry continued 
at an unusually low level.

Building contract awards in  May, as reported by the F. W. Dodge Cor
poration, continued to be in substantially smaller volume than in  any other 
year since 1924.

D ist r ib u t io n

Freight carloadings increased by less than the usual seasonal amount 
during May and continued to be in somewhat smaller volume than in the 
corresponding period of 1928 and substantially below the unusually active 
period of 1929. Department store sales in May were approximately the same 
as those of a year ago.

W h o l e s a l e  P ric es

A further decline in  the wholesale prices of commodities occurred in May 
and the first half of June. The downward movement was interrupted in  the 
last half of May by substantial increases in the prices of grains, meats, and 
livestock, but became pronounced about the middle of June when the prices 
of cotton, silk, rubber, copper, and silver reached exceptionally low levels. 
Wheat, meats, livestock and cotton textiles also declined in price at that 
time, while prices of wool and woolen goods, pig iron, and steel showed little  
change.

B a n k  Credit

Loans and investments of reporting member banks increased further by 
$265,000,000 in the four weeks ended June 11, to a level considerably higher 
than a year ago. The increase was entirely in investments and in loans on 
securities, of which a large part represented loans made by New York City 
banks to brokers and dealers in  securities in replacement^ o f loans withdrawn 
by other lenders. “ A ll other”  loans continued to decline and at $8,400,000,000 
on June 11, were the smallest since 1926.

Expansion of member bank credit during this period was reflected in 
larger demand deposits and an increase of $30,000,000 in member bank reserves 
at the Reserve Banks. The volume of money in circulation showed a net 
increase of $13,000,000. Funds for these uses were obtained largely from 
further additions of $24,000,000 to the stock of monetary gold and from an 
increase of $22,000,000 in the volume of Reserve Bank credit outstanding. 
Reserve Bank holdings of U. S. securities increased by about $50,000,000, and 
their holdings of acceptances declined by about half this amount. For the 
week ended June 18, the total volume of Reserve Bank credit declined some
what and there was a decline in the volume of money in  circulation.

Money rates in  the open market continued to decline during the latter 
half of May and the first half of June, and at the middle of the month 
commercial paper at 3%-3% per cent and acceptances at 2% per cent were 
at the lowest levels since 1924 and early 1925. Bond yields moved slightly 
lower in June. In  the first week of June the rediscount rate at Cleveland 
was reduced from 4 to 3y 2  per cent; in  the th ird week the rate at New York 
was reduced from 3 to 2 ^  per cent and the rate at Chicago from 4 to 3 ^  
per cent.
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Money Market in July
Early in July there was a slight advance in money 

rates in New York due chiefly to the heavy demands on 
the banks for currency for the June month-end and for 
the 4th of July holiday, and to preparations for mid
year statements. This slightly firmer condition in the 
money market persisted in some degree until the middle 
of the month. During the latter part of the month, how
ever, a considerable surplus of funds accumulated in the 
New York money market, due principally to the decline 
of currency requirements to the mid-summer low point, 
reached in the last full week of July.

The total amount of currency returned to the Reserve 
Banks between the first and fourth weeks of the month 
was about $120,000,000, a larger decline in circulation 
than occurred in the corresponding weeks of most re
cent years, reflecting further curtailment of business 
activity and lower commodity prices. Part of the iuiids 
obtained by banks throughout the country from this de
cline in currency circulation was used, as the diagram 
below indicates, for the retirement of Reserve Bank 
credit which had been called into use temporarily during 
the early part of July. On July 23 discounts of the Re
serve Banks totaling $191,000,000 were the smallest for 
any weekly statement date since 1917. There were also 
transfers of funds to New York for employment, with

MILLIONS OF DOLLARS

the result that the amount of funds offered in the call 
loan market exceeded the rather small demand for loans 
during most of the latter part of the month, and New 
York City banks held reserves considerably in excess of 
legal requirements.

Toward the end of July a considerable gold export 
movement to France developed, and also a moderate gold 
outflow to Canada. These gold losses absorbed some of 
the surplus funds in New York, but had no appreciable 
effect on money rates.

Call money, which had advanced to 3 per cent at the 
beginning of July, declined to 2 per cent on the Stock 
Exchange in the latter half of the month, and a few 
loans were reported to have been placed outside the Ex
change as low as 1 per cent. Time money stiffened 
slightly about the middle of the month but declined 
again to as low levels as at the end of June. Commercial 
paper rates declined ^  per cent further, and the rates 
charged on commercial loans to customers by leading 
New York City banks continued to decline gradually. 
Due to the accumulation of surplus funds in the posses
sion of large New York banks, “ Federal funds,”  which 
are the surplus reserves of these banks offered for day- 
to-day use by banks or others who need immediate credit 
at the Reserve Bank, were quoted in New York as low as 
34 to %  per cent, the lowest quotations on record for 
these funds.

1930 1931
Amount of Federal Reserve Credit Outstanding during June and July 1930, and Usual Seasonal Fluctuation in Federal Reserve

Credit Required from August to January
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Money Rates at New York

July 31, 1929 June 30, 1930 July 30, 1930

Stock Exchange call loans....................... *8-10 *1H~3 2*
Stock Exchange 90 day loans................. 8H 2*4 1 2 X -M
Prime commercial paper.......................... 6 S X - X 3-3 X
Bills— 9t* day umnduraed........................
Customers’ rates <>n commercial loans.

lVs 114
f 5 .80 t4.21 t 4 .11

Treasury certificates and notes
Maturing Dec. 15 (yield) ................. 4 .77 1.86 1.63
Maturing Mar 15 (yield)................... 4 .52 2.24 1.97

Federal Reserve Bank of New York re
discount rate........................................... 5 2K 2 y2

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. 5H 2 %2
*For preceding week UNominal tAverage rate of leading banks at middle 

of month Jl-75 days— 1%  per cent

As the foregoing diagram indicates, the July month- 
end usually marks the beginning of the seasonal in
crease in the demand for funds at the Eeserve Banks. 
This increased demand, which occurs regularly each 
year, is due chiefly to an enlarged use of currency, but 
partly to an increase in the amount of reserve against 
deposits which is required by member banks, accom
panying the autumn expansion of bank credit. The de
mand for reserve funds ordinarily proceeds gradually 
during August, but more rapidly in September and the 
early part of October, after which there is a lull in the 
demand until the latter part of November, followed in 
turn by a rapid increase until Christmas caused by cur
rency requirements for the holiday trade.

The precise amount of autumn requirements for Fed
eral Reserve credit this year, as compared with the usual 
experience, will depend largely upon the movements of 
business and of commodity prices, particularly as they 
affect the demand for currency, as well as on the amount 
and nature of the gold movement. Ordinarily a consid
erable part of the seasonal demand for Federal Reserve 
credit is provided as a result of offerings of bills to the 
Reserve Banks growing out of the usual seasonal draw
ings of bills.

M ember B a n k  Credit 
During the past month the total amount of the loans 

and investments of weekly reporting banks has shown 
little change, although there have been considerable 
changes in the principal classes of their earning assets. 
The investments of these banks have shown a further 
increase of about $160,000,000 during the four weeks 
ended July 23, and on that date were slightly above the 
highest level of 1928. The recent increase in the invest
ments of these banks has run somewhat parallel to their 
time deposits, which have been increasing rapidly during 
recent months and are now almost $500,000,000 above 
the highest point reached in June 1928. Security loans 
have been reduced by about $90,000,000 during the four 
weeks period, and other loans have declined nearly 
$120,000,000 following an increase in the previous month, 
so that on July 23 they were not far above the lowest 
level of the year.

B ill  M arket 
An increased volume of bills was offered to discount 

houses and to the Reserve Bank during the mid-year 
period, and, accompanying larger offerings of long bills 
for which there was little demand, rates for 5 and 6 
months bills were advanced Ys per cent on July 9, while

M ILLIONS OF DOLLARS

Volume of Bankers Acceptances Outstanding, 1930 Compared with 
1929 and 1928

other maturities were unchanged at the levels established 
during June. During this period and in fact throughout 
the first three weeks of July, the investment demand for 
bills, except of short maturity, was small, with the banks 
generally sellers rather than buyers of bills, with the 
consequence that dealers’ portfolios were largely in
creased. On July 21 the New York Reserve Bank ex
tended its minimum buying rate of 1 %  Per cent to in
clude maturities of 46 to 75 days, and thereafter bank 
selling of bills practically ceased, and a good demand for 
bills developed, with the result that dealers’ portfolios 
of bills declined to a small amount from the moderately 
large total prevailing around the middle of the month.

Federal Reserve holdings of bills increased $55,000,- 
000 to $157,000,000 in the week ended July 2, and there 
was a moderate further increase in System bill holdings 
around the middle of the month, but thereafter bill 
holdings declined to a level somewhat lower than at the 
beginning of the month.

A  further decline of $77,000,000 occurred during June 
in the volume of bankers acceptances outstanding, mak
ing a total decrease of $427,000,000 from the peak of 
last December. As the accompanying diagram indicates, 
this compares with a net decrease of $172,000,000 during 
the same period of 1929, when the seasonal low point 
was reached in May, and with a decrease of only $54-,- 
000,000 in 1928. While this year’s decline has been 
from a higher initial level, there have been other factors 
influencing the reduction, including lower prices for a 
number of important commodities and a decrease in this 
country’s foreign trade. Export acceptances have shown 
the largest reduction— $151,000,000— from the Decem
ber volume, followed by a decrease of $140,000,000 in 
bills arising from domestic warehouse credits, which, 
however, remained considerably higher than a year ago. 
Import bills declined $107,000,000, and are the only 
class of acceptances to show any material decline com
pared with a year ago.

Comm ercial P aper M arket

Throughout the month of July the investment demand 
for commercial paper continued to exceed the supply of
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paper that became available. The banks outside of New 
York City were actively in the market for investments 
of this nature, and the volume of dealers’ sales was lim
ited only by the amount of paper that they were able to 
offer. As a reflection of this situation, open market quo
tations for prime names were lowered further during the 
first part of the month to a range of 3-31/4 per cent, a 
new low level since 1924, and toward the end of the 
month conditions became such that sales were being 
made more largely at 3 per cent than at the higher rate.

Notwithstanding the increasingly attractive rates 
which dealers have been able to offer borrowers because 
of the excellent investment demand, the amount of com
mercial paper outstanding showed a further seasonal de
cline between the end of May and the end of June, but 
the decline appears to have been somewhat less than in 
the corresponding period of most recent years. Out
standings of $527,000,000 on June 30 were about 2 %  
per cent smaller than a month earlier, but were only 5 
per cent below this year’s high point of April 30. More
over, the June 30 figure was 92 per cent larger than a 
year ago, and somewhat above the outstandings of June
1928.

Condition of Security Loans in Member Banks
Because of the wide fluctuations in security prices dur

ing the past few years, the present condition of bank 
security loans with respect to the adequacy of the col
lateral held against the loans, particularly as to banks 
outside the principal centers, has become a matter of 
general interest. In order to obtain definite information 
on this subject, the Federal Reserve Bank of New York 
during the past month has made a study of information 
that has become available recently on the condition of 
security loans in 118 country member banks in the Sec
ond Federal Reserve District. The results are summar
ized in the following table.

Proportion of under-collateraled 
loans to total loans and 

discounts

Number
of

banks

None 50
Negligible amount..................................................... 26

1 per cent.................................................................. 16
2 ” ”  ...................................................................... 7
3 ”  ”  ...................................................................... 7
4 ” ” ........................................................ 3
5 ”  ”  ...................................................................... 2
6 ”  ”  ...................................................................... 1
7 ”  ”  ....................................................................... 3
9 ”  ”  ................................................................ 1

10 ”  ”  ................................................................ 1
11 ”  ”  ................................................................ 1

118

This indicates that nearly two-thirds of these banks 
either had no security loans for which the current mar
ket value was less than the amount of the loans, or had 
a negligible amount of such loans. In general, the num
ber of banks diminished as the proportion of under-col- 
lateraled loans to total loans and discounts increased, and 
out of the total of 118 banks, only 9 had 5 per cent or 
more of under-collateraled loans.

The ratio of the market value of the securities held as 
collateral to the amount of the under-collateraled loans 
varied considerably in the different banks, but averaged

a little over two-thirds for the whole group. In many 
cases, it is expected that the personal credit of the bor
rower will assure eventual repayment of the loan in full.

Foreign Exchange
Following a general advance during July, all the ac

tive European exchanges, with the exception of the Italian 
lira, stood at a premium over the dollar at the close of 
the month. The French, Belgian, and Austrian curren
cies were above the estimated out-going gold points, and 
the Swiss exchange closely approached the export point. 
Sterling became progressively stronger during the 
month, gaining 1 cent between the end of June and July 
29, and at $4.87 touched its highest level since last Jan
uary. A  quotation of $0.0393 11/16 for French francs 
on the 16th induced an export of $4,000,000 of gold to 
Paris, following which francs declined gradually to 
$0.0393%, but without preventing further withdrawals 
of gold. Reichsmarks, guilders, and Swedish crowns 
made substantial gains.

In the foreign exchange list as a whole, only the rupee, 
the yen, the Uruguayan peso, and the milreis were lower 
at the close of July than a month earlier. The Canadian 
dollar, unaffected by numerous shipments of gold to 
Montreal, gained steadily and was quoted at last report 
at a premium of 5 /32  of one cent. The Argentine peso 
recovered part of its June loss. The yen fell further 
below the theoretical gold import point, following an 
almost uninterrupted advance since last December, but 
the Chinese silver exchanges were stronger, Hongkong 
going from $0.31%  to $ 0 .3 2 ^  and Shanghai from 
$0.37i/8 to $0.38%.

Gold Movement
After a six months’ interval, during which the mon

etary gold stock of this country was increased $242,000,- 
000, chiefly through imports, the United States began 
to lose gold in July. Towards the middle of the month 
there was a resumption of the movement of gold to 
France which ceased last January, and for the month 
of July withdrawals of gold for shipment to Paris to
taled $30,000,000. Canada, after a lapse of a year and 
a half, began to take gold from New York on the 21st 
and withdrew a total of $12,500,000 in July. In addition 
to these exports $3,000,000 was earmarked for foreign 
account. Partially offsetting these losses of gold, there 
were receipts of $5,900,000 from Brazil, $3,000,000 from 
Uruguay, $3,000,000 from Venezuela, and $1,000,000 
from Colombia; also, at San Francisco, $2,700,000 from 
China and $500,000 from Japan. A  preliminary estimate 
indicates the net loss to the country’s gold stock in July 
to have been $29,000,000, which would reduce the net 
gain for the first seven months of this year to about 
$213,000,000.

France resumed withdrawals from the Bank of Eng
land during July, taking about £4,800,000, and in addi
tion secured the bulk of the South African gold offered 
in the London market, which amounted to some £3,500,- 
000. A  considerable export of gold from Amsterdam to 
Paris was also reported.
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The Swiss National Bank and the National Bank of 
Belgium were the only European central banks to 
change their discount rates during July, both rates 
moving downward from 3 to 2y2 per cent. The Swiss 
change was effective July 11, the Belgian change 
August 1. These banks now share with the Federal 
Reserve Bank of New York and the Bank of France the 
lowest bank rate in the world. On July 10 the Imperial 
Bank of India reduced its rate from 6 to 5 per cent, and 
on the 26th the Reserve Bank of Peru raised its rate from 
7 to 8 per cent.

Security Markets
Some recovery from the June low point of stock prices 

occurred during the closing days of that month and the 
general tendency was upward during July. Although 
there were several temporary interruptions to this up
ward movement, composite averages of stock prices to
ward the end of the month had regained about one-third 
of the loss sustained in the April-June decline. The per
centage recovery was not quite as large in public utility 
shares as in the industrials and railroads, but the utility 
stocks in June did not reach as low levels relative to 
their November 1929 prices as did the other two prin
cipal classes of stocks. Stock market activity was con
siderably less than in June; for the month as a whole 
average daily trading was around 2,100,000 shares.

Bond prices were firm during July, following a slight 
decline during the second half of June. Long-term 
United States Government bonds rose slightly further 
early in the month, and the average price of eight issues 
now outstanding reached a new high level for 1929 and
1930, and closed the month only slightly below that 
level. An advance occurred also in domestic corpora
tion bonds during the first part of the month, after 
which prices held steady at levels about the same as the 
high point of last March. Foreign bonds likewise moved 
higher, but an average of the prices of 40 representative 
issues remained somewhat below the March level. The

Central Bank R ate Changes
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bonds and Baker, Kellogg & Co. average of foreign bonds)

accompanying diagram indicates the substantial recov
ery in bond prices that has occurred since the low points 
were reached last autumn.

New Financing
Final figures covering security offerings of all kinds 

during June showed a total of $787,000,000, or about 
$400,000,000 less than the large May aggregate, but only 
slightly less than the June 1929 total. For the first half 
of 1930, security offerings totaled $5,100,000,000, an 
amount $1,100,000,000 smaller than in the correspond
ing period of 1929, but this decline is more than ac
counted for by a reduction of over $500,000,000 in re
funding issues and by a much larger reduction in the 
security offerings of investment trusts and other finan
cial trading and holding companies. It is the decline in 
security flotations of the latter type which is respon
sible for the somewhat smaller total volume of new cap
ital issues in the first half of this year indicated by the 
accompanying diagram; it appears in the reduced stock 
flotations in the first part of the diagram and in the 
smaller domestic corporation issues in the second part. 
New bond issues, as the diagram shows, totaled $1,300,- 
000,000 more in the first half of 1930. Bond issues by 
railroad and public utility corporations showed especi
ally large increases, and the total amount of new capital 
obtained by domestic producing and distributing con
cerns of all kinds through new security issues was prob
ably larger than last year.

State and municipal issues of bonds and notes during 
the first half of the year exceeded the 1929 volume by 
over $100,000,000, reflecting the more favorable money 
conditions which have facilitated the financing of a large 
volume of road building and other public construction. 
New capital issues the proceeds of which were for use in 
foreign countries showed an increase of $250,000,000 
for the half year; the offerings in the April to June 
quarter alone were nearly as large as in the whole first 
half of 1929, and the total for the first six months of
1930 was practically the same as that for the entire year
1929. Despite this large increase from the 1929 level, 
however, foreign financing fell short of the volume in 
the first half of 1928 by about $90,000,000.

In July the volume of security offerings has been 
smaller than in June, following the usual seasonal tend
ency, but, excluding investment trust issues, the amount 
of capital raised for business and governmental organ
izations appears to have been in excess of the amount ob
tained in July 1929. In fact, domestic security issues 
were probably somewhat larger than in the preceding 
month, while the total of foreign issues was smaller than 
in June, when the German International Loan was 
floated. The largest foreign issue in July was the A u 
strian Government 7 per cent International Loan for 
$25,000,000, which was offered at 95, making the yield 
7.40 per cent. In addition to the new financing publicly 
announced, it was reported that the City of New York 
had sold $130,000,000 of short-term securities to four 
large banks and investment banking firms at interest 
rates of 2%  and 2 %  per cent.
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1929 1930 1929 1930
New Security Offerings during First Half of 1929 and 1930, Classi

fied as to Type of Security and Type of Issuer— Refunding 
Issues Excluded (In millions of dollars)

Commodity Prices
Commodity prices continued to follow a downward 

course in July, and a considerable number of important 
commodities reached new low levels for recent years. 
The average price of four basic metals, which usually 
responds quickly to any change in the industrial situa
tion, continued to decline. Scrap steel dropped to $14.75, 
equaling the low price of the last week in May, and 
pig iron and finished steel declined further, pig iron 
reaching the lowest level since 1915. Domestic cop
per declined to 11 cents, lead to a range of 5.20 to 5.25 
cents, and zinc to 4.05 cents, the loiwest prices in recent 
years; zinc, however, had a substantial recovery in the 
latter part of the month. Among the fuels, there was a 
slight seasonal advance in anthracite coal, while petro
leum and bituminous coal declined.

The declines in agricultural commodities were not 
quite as general as in the metals, but prices of a number 
of important products fell rapidly, and reached new low 
levels for recent years. Cash wheat at its lowest daily 
closing was down to 82%  cents a bushel, as compared 
with $1 .50%  at last year’s high point. Corn, on the 
other hand, recovered somewhat from the low levels 
reached in June, and hogs advanced slightly from the 
June low. Refined sugar rose to 4.70 cents from the 
low of 4.50 cents reached in June. The price of hides 
declined to 13%  cents, the lowest since 1926, and prices 
of steers were down substantially. Crude rubber de
clined to 10%  cents a pound, the lowest in the history 
of the industry.

Among the textiles, raw cotton was quoted as low as 
12.45 cents a pound, a price that has not been reached 
since the record crop year of 1926. Domestic wool 
recovered more than 1 cent a pound from the lowest 
levels of May, but raw silk continued to decline rapidly, 
and the Fairchild average silk price in the second week 
of July reached $2,613, the lowest price ever recorded. 
This compares with the 1929 high of $5,087, and is well

under the average for the pre-war years 1911-1913. 
Fairchild’s composite fiber index, which includes cotton, 
wool, rayon, and silk, declined below the 1911-1913 
average.

The general wholesale commodity price index of the 
United States Bureau of Labor Statistics for June de
clined 2.6 per cent from that of May, the largest loss that 
has occurred in any month since 1921. The index in 
June was 11 per cent under that of last July, and 13 
per cent under the 1926 average.

Employment and Wages
Employment and wage data for June indicated fur

ther declines in employment and in opportunities for 
obtaining work. The number of workers employed in 
representative factories throughout the United States 
declined 2.4 per cent between the middle of May and 
the middle of June, according to the index of the Fed
eral Reserve Board. The index for the country as a 
whole was the lowest since the 1921-1922 period, but 
remained about 9 per cent above the lowest point reached 
at that time. For New York State, the Department of 
Labor reported a decline of 1.9 per cent. As there is 
generally only a slight decline between the two months, 
this bank’s employment index for New York State, 
which has been adjusted for the usual seasonal varia
tions, declined to the lowest level in several years.

Other indicators of employment conditions also gave 
evidence of a less satisfactory situation in June. A t New 
York State Employment Bureaus, orders for workers 
declined more than the number of applicants that came 
to the bureaus for work, and the ratio between orders 
and applications showed a more than seasonal decline in 
June that continued during the first three weeks of July. 
The rate of voluntary labor turnover also declined more 
than usual in June, and reached the lowest level for 
any June since these records were started in 1919.

Factory payrolls in New York State declined more 
than 2 per cent between May and June, when usually 
there is a small increase, and average weekly earnings 
of New York State factory employees also declined fur
ther, reaching the lowest level since April 1928. The 
decline of $1.51 in average weekly earnings since last 
September is the most substantial that has occurred in 
the past nine years.

The decline in the cost of living since last September, 
however, has approximated the decrease in average 
weekly earnings, so that the purchasing power of the 
average worker who has retained employment during 
the past nine months has not decreased. This is not true 
of the total purchasing power of the general body of 
factory workers, which is considerably less than last 
autumn, due to unemployment of a considerable number 
of workers.

The current industrial conditions have had a notable 
effect upon the farm labor situation. The Department of 
Agriculture reports that the supply of farm labor on 
July 1 was the largest on record, and that average farm 
wages declined 2 per cent between April 1 and July 1,
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when usually there is an increase of about 6 per cent. 
This decline brought farm wages to a level 13 per cent 
under that of a year previous, and the lowest for any 
July since 1923.

B u i l d i n g

Owing largely to an unusually heavy volume of con
tracts for public works and utilities, together with some 
increase in other non-residential building, the June total 
of building contracts reported by the F. W . Dodge Cor
poration for 37 States was materially larger than the 
May total and was the largest reported for any month 
since July 1929. The chief component of the large pub
lic works and utilities total was over $100,000,000 of 
pipe line contracts, placed principally in the Chicago, St. 
Louis, and Kansas City districts. Highway construction 
contracts also were greater than a year ago, and the 
volume of contracts for railroad construction, railway 
buildings, and sewerage system work also increased. The 
total for other non-residential building was increased 
considerably by projected industrial power plant devel
opments in the Middle Atlantic and St. Louis territories.

The accompanying diagram indicates tendencies in the 
three major types of building and construction work this 
year in comparison with 1928 and 1929. Public works 
and utility contracts so far this year have generally been 
above the two previous years, and in June reached a 
larger total than for any month in the past. Other non
residential building on the whole has shown a moderate 
decline from the corresponding months of 1928 and 1929, 
while in residential building there has been a continuous 
and rapid decline since the beginning of 1928. The com
bination of these elements produced a total of all build
ing and construction contracts for the first half of 1930 
that was I 2 V2 per cent smaller than the figure for the 
corresponding period of 1929 and 23 per cent below the 
first half of 1928.

In the territory which corresponds roughly with the 
Second Federal Reserve District, total building contracts 
for the first half of this year were 11 per cent below a 
year ago, and more than one-third smaller than in the 
first six months of 1928.

Following the large total reported for June, building 
contracts declined materially during the first 25 days of 
July and the daily average was at least 40 per cent be
low the unusually high average of July 1929.
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Production
The output of all of the more important groups of in

dustries declined slightly further in June, after sea
sonal allowance, and a substantial majority of this 
bank’s indexes continued under the long-time trend of 
growth. The indexes of metal production as a whole 
declined in June; output of pig iron and of steel ingots 
decreased somewhat more than seasonally, mine output 
of copper declined when usually there is a small sea
sonal increase, and tin deliveries rose less than usual, 
while the only index to show a gain was that of zinc 
production.

Average daily production of automobiles fell 18 per 
cent from May to June, as compared with an average 
decline of about 4 per cent in past years, and the index 
of activity in this industry reached the lowest level since 
December. Production of bituminous and anthracite coal 
and of coke showed unseasonal declines in June, and pro
duction of petroleum did not show the slight increase 
that is usual at that season of the year. In the case of 
the cement industry, however, where production has 
been stimulated by large contracts for the construction 
of highways, output showed a slight seasonal increase.

Mill consumption both of raw cotton and of raw silk 
declined markedly between May and June, and, although 
there was an increase in wool mill activity, a composite 
index of textile output reached the lowest level since 
1921. There were declines also in live stock slaughtering, 
wheat flour production, and sugar meltings, while in
creases after seasonal adjustment were shown only in 
tobacco products and boots and shoes.

Further curtailment has been reported in a number of 
important industries in July, and it appears likely that 
production indexes will show more substantial declines 
for that month than for June. Probably the largest cur
tailment was in the automobile industry, where several 
of the producers, including the two largest manufac
turers, suspended operations for two or more weeks. 
Steel mill activity was reported to have declined from 
60 per cent of capacity to 56 per cent in the first week of 
July, and to have shown no recovery in the remainder of 
the month. A  further unseasonal decline occurred in 
fuel production. Output of cotton goods was at an 
even lower rate than in June, probably reflecting the 
failure of sales to keep pace with even the curtailed 
production of the past few months.
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(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

June April May June

Metals
127 102 104 100
145 101 102 101
118 85 84 80p
105 99 90 90p
99 78 76 78

112 89 92 86

Automobiles
128 90 90 76p

Motor trucks.................................................. 188 113 93 87 p

Fuels
Bituminous coal............................................. 83 85 77 72 p
Anthracite coal.............................................. 72 77 85 7 5p
Coke .............................................................. 123 108 110 101
Petroleum, crude........................................... 113 99 98 97 p
Petroleum products...................................... 101 96 95

Textiles and Leather Products 
Cotton consumption.................................... 106 86 77 73
W ool mill activity......................................... 101 67 75 80p
Silk consumption........................................... 111 85 87 64
Leather, sole................................................... 103 116 113 112p
Boots and shoes............................................. 108 95 88p

94

93p

Foods and Tobacco Products
Live stock slaughtered................................ 91 96 92
Wheat flour.................................................... 104 106 106 99 p
Sugar meltings, U. S. ports........................ 94 80 92 74
Tobacco products......................................... 110 103 102 107

Miscellaneous 
Cement............................................................ 120 108 118 118
Tires................................................................. 124 97 100 88
Printing activ ity........................................... 106 101 100
Paper, newsprint........................................... 86 80 87 81
W ood pu lp ...................................................... 103 103 102

p Preliminary

Foreign Trade
This country’s foreign merchandise trade during 

June showed a continuation of the tendencies of recent 
months. The value both of exports and of imports was 
again less than in the previous month and substantially 
less than a year ago. Exports, valued at $299,000,000, 
were 24 per cent below June 1929, and imports, valued 
at $250,000,000 showed a 29 per cent decline.

Compared with a year ago, a decrease of $55,000,000 
in the value of exports of finished manufactures ac
counted for more than half of the total decline in ex
ports. The group of exports composed of crude ma
terials, however, continued to show the heaviest percent
age loss; shipments abroad of raw cotton were less than 
twro-thirds in quantity and only one-half in value of the 
June 1929 shipments. On the other hand, the total 
value of exports of grains and grain products showed a 
slight increase in June, and was above the level of a year 
previous for the first time since last August.

Imports of crude materials declined $44,000,000, or 36 
per cent, from June 1929. The quantity of raw silk re
ceipts was less than in any month in the past six years, 
and nearly 60 per cent less than in June of last year. 
Quantity imports of crude rubber, however, showed only 
a small percentage decrease from a year ago, and coffee 
imports showed an increase.

For the fiscal year ended June 30, 1930, exports 
amounted to $4,698,000,000, and imports to $3,849,000,- 
000, a decline of 13 per cent and 10 per cent, respec
tively, from the previous fiscal year. The favorable bal
ance of merchandise trade was reduced from $1,082,000,-

000 in the year ended June 30, 1929 to $849,000,000 in 
the past year.

Indexes of Business Activity
The distribution of goods and general business ac

tivity showed a further irregular decline in June, and 
this bank’s indexes continued at relatively low levels. 
Average daily car loadings, both of merchandise and 
miscellaneous freight and of heavy bulk materials, 
showed an unseasonal decline which continued into July, 
and remained well under the levels of recent years. The 
number of business failures continued numerous, but the 
number of new corporations formed in New York State 
and the amount of life insurance paid for declined by 
less than the usual seasonal amount.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

June April May June

Primary Distribution
Car loadings, merchandise and misc........ 102 94 92 89
Car loadings, other....................................... 98 87 87 80

102 81 82 8 2p
117 102 103 94p

Panama Canal traffic................................... 85 78 67 71

Distribution to Consumer
Department store sales, 2nd Dist............. 104 105 107 99
Chain store sales, other than grocery... . 105 90 93 89
Life insurance paid fo r ................................ 102 103 93 95
Advertising..................................................... 98 89 87

General Business Activity
Bank debits, outside of New York C ity. 109 98 99 104
Bank debits, New York C ity .................... 158 136 134 141
Velocity of bank deposits, outside New

112 114York C ity ................................................... 126 111
Velocity of bank deposits, New York City 182 150 143 146
Shares sokl on N. Y. Stock Exchange. . . 252 396 273 269
Postal receipts............................................... 100 99 96 94
Electric power................................................ 100 95 93p
Employment in the United States........... 104 93 92 90

109 121 121 124
Building contracts......................................... 105 83 83 115
New corporations formed in N. Y. State. 111 94 95 102
Real estate transfers.................................... 85 67 66

General price level*...................................... 179 174 172 169
Composite index of wages*........................ 227 226 225 225
Cost of living*............................................... 171 168 167 165

p Preliminary * 1913=100

Chain Store Trade
Total sales in June of the reporting chain store sys

tems averaged about 5 per cent smaller than a year 
previous, following increases in each previous month 
this year, except March. Grocery organizations were 
the only type of chains that reported an increase in 
sales, and their increase was slightly smaller than in 
the three preceding months. Sales of ten cent and drug 
chains showed the largest decreases in several years, and 
the decline in the sales of reporting shoe firms was the 
largest since March. Following increases in sales in 
May, the variety and candy chain store systems reported 
moderate declines from last year in June.

For the first six months of 1930, the total sales of the 
reporting chain stores averaged 3 per cent higher than 
the corresponding period a year ago. Last year the total 
sales of these chains in the first six months were 10 per 
cent larger than a year previous. Sales per store showed 
a decrease of 4 per cent from a year ago for the first 
six months of this year, as compared with an increase 
of 5 per cent for the first half of last year.

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

August 1, 1930



64 MONTHLY REVIEW, AUGUST 1, 1930

Type of store

Percentage change June 1930 
compared with June 1929

Percentage change 
first six months 
1930 compared 

with 1929

Number
of

stores
Total
sales

Sales
per

store
Total
sales

Sales
per

store

Grocery......................... +  5 .9 + 1 0 .7 +  4 .5 + 1 2 .7 +  8 .5
Ten cent....................... +  7 .6 —  9.1 — 15.5 —  1.3 —  8.7
Drug.............................. —  0 .9 — 10.9 — 10.1 —  1.5 —  7 .3
Shoe.............................. +  7 .8 — 18.3 — 24.2 —  9 .5 — 17.0
Variety.......................... + 1 9 .6 —  5 .4 — 20.9 +  5 .8 — 12.8
Candy........................... —  1.9 —  3 .4 —  1.5 +  2 .2 +  6 .3

T otal..................... +  7 .7 —  4 .6 — 11.4 +  3 .3 —  3.9

Department Store Trade
The total June sales of the reporting department 

stores in this district were 5 per cent smaller than a 
year ago, the largest decline in any month this year, 
except March when sales were affected by the late 
Easter. However, a part of the June decline may have 
been due to the fact that there were four Saturdays in 
June this year compared with five Saturdays in June
1929, and sales are usually larger on Saturdays than 
on other days of the week. All localities reported de
creases in sales— New York City stores showed a decline 
in sales of almost 4 per cent, and substantial decreases 
were reported in most of the other sections of the 
district. The leading apparel stores continued to report 
a considerable decrease in sales as compared with a year 
previous.

Total sales of reporting department stores for the 
first six months of 1930 were 1 per cent larger than the 
corresponding period in 1929, which, although smaller 
than the usual year-to-year increase, compares favorably 
with other lines of business activity, most of which have 
shown substantial declines in the first half of 1930.

Stocks of merchandise on hand at the end of June 
remained slightly smaller than a year ago. The rate of 
collections on charge accounts during June was slightly 
below 1929, following a small increase in May.

Locality

Percentage 
change 

June 1930 
compared with 

June 1929

Percentage change 
first six months 

1930 
compared with 

1929

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 1929 1930

New Y ork ....................... —  3.8 +  0 .4 +  2 .6 0 45.1 45.0
— 10.9 +  6 .4 —  6 .7 —  1.0 52.1 49.8

Rochester........................ —  7.5 —  5.7 —  0.4 —  7.5 42.2 39.0
Syracuse.......................... —  9.1 — 13.0 —  6.5 +  0.1 33.7 30.8
Newark............................ —  5.5 —  4 .8 +  0 .2 —  9 .4 46.4 43.6
Bridgeport...................... — 15.2 — 13.2 —  6.8 —  4 .5 39.5 40.7
Elsewhere........................ —  8 .8 —  4 .7 —  1.3 —  4 .9 37.0 36.6

Northern N .Y. State. — 14.9 —  8.8
Central N. Y . State.. — 22.6 —  4 .4
Southern N. Y . State. —  9 .5 —  4 .4
Hudson River Valley 

District................... —  2.3 +  2 .0
Capital District. —  5.9 +  1.3
Westchester District. —  3.1 +  0 .7

All department stores. . —  5 .2 —  1.0 +  1.0 —  1.9 44.6 43.6

Apparel stores................ — 13.8 —  5 .2 —  7 .7 —  3 .0 47.2 43.7

Sales and stocks in major groups of departments are 
compared with those of June 1929 in the following table.

Net sales 
percentage change 

June 1930 
compared with 

June 1929

Stock on hand 
percentage change 

June 30, 1930 
compared with 
June 30, 1929

Musical instruments and radio. . . . + 2 4 .6 — 20.5
Silverware and jewelry...................... +  7 .2 + 2 1 .8
Toilet articles and drugs................... +  6 .8 +  5 .4
Shoes...................................................... +  4 .6 + 1 3 .2
Toys and sporting goods................... +  2 .9 +  2 .5

—  0 .3 +  9 .3
Women’s ready-to-wear accessories. —  1.0 +  5 .9
Cotton goods................................. .. —  2 .6 + 1 4 .9
Men’s and Boys’ wear....................... —  3 .0 —  2 .5
Men’s furnishings............................... —  4 .2 +  3 .0
Home furnishings................................ —  4 .6 —  1.0
Luggage and other leather goods.. . —  5 .2 —  4 .5
Books and stationery......................... —  5.9 + 1 7 .4
Silks and velvets................................. —  6.8 — 15.1
Hosiery.................................................. —  9 .3 — 13.5
Linens and handkerchiefs................. — 11.9 + 1 8 .4
Women’s and Misses’ ready-to-wear — 18.2 —  5 .5
Woolen goods....................................... — 33.0 — 30.1
Miscellaneous....................................... +  4 .0 —  2 .7

Wholesale Trade
Sales of the reporting wholesale dealers in this dis

trict averaged 21 per cent smaller in June than a year 
previous. In several lines the June decreases were the 
largest reported so far this year, and in the cases of 
men’s clothing and shoes, sales showed the largest de
creases from a year previous in several years. Sales of 
cotton goods and hardware were smaller than a year 
ago for the eighth consecutive month, and the June 
decreases were the largest which have been reported in 
that period; wholesale stationery and paper dealers also 
reported substantial decreases in sales. Following in
creases during April and May, the Silk Association of 
America reported a decrease in yardage sales of silk 
goods of nearly 29 per cent in June. Orders for machine 
tools reported by the Machine Tool Builders Association 
continued in less than half the volume of a year ago.

Contrary to the general tendency, the sales of grocery 
and drug dealers showed only small declines from a 
year ago. In the jewelry and diamond trade sales con
tinued well below a year ago, but the decreases were the 
smallest that have been reported since last October.

Total sales of reporting wholesale dealers for the first 
six months of 1930 averaged 13 per cent smaller than 
in the corresponding period of 1929. The decreases in 
the various lines are shown in the following table.

Commodity

Percentage 
change 

June 1930 
compared with 

June 1929

Per cent of 
charge accounts 

outstanding 
May 31 

collected in June

Percentage
change

in
net sales

Net
sales

Stock 
end of 
month 1929 1930

June 1930 
from 

May 1930

First six 
months 1930 

from 1929

Groceries................. —  0 .8 —  0 .9 70.0 71.3 0 —  1.2
Men’s clothing.. .  . — 31.0 46.1 40.6 — 33.1 — 15.6
Cotton goods......... — 25.7 — V .5 35.7 34.0 —  4 .4 — 15.5

— 28.7* +  0 .6* 51.6 46.9 — 39.3* —  3.1*
— 33.0 + 2 0 .8 42.2 41.5 + 1 3 .0 — 18.7
—  1.4 + 1 1 .3 41.0 26.3 —  8.9 —  3 .2
— 26.6 — 20.4 51.9 47.3 — 15.3 — 16.1

Machine tools**.. . — 56.9 —  6.9 — 49.0
Stationery.............. — 15.2 72*8 76‘.3 + 1 0 .4 —  8 .2

— 14.5 68.4 61.3 — 13.3 —  7.1
— 35.4 — 39 ‘.8 I 91 O I OO 1 + 2 1 .4 — 50.9
— 17.2 — 17.5 > . I + 4 3 .8 — 30.4

Weighted a v . . — 20.7 52.6 49.6 —  9 .7 — 12.8

* Quantity not value. f 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

August 1, 1930



FEDERAL RESERVE BANK OF NEW YORK
MONTHLY REVIEW, AUGUST 1, 1930

1926 1927 1928 1929 1930
Index iNumber of Industrial Production of Man

ufactures and Minerals Combined, Adjusted 
for Seasonal Variations (1923-25 aver

age =  100 per dint)
PER CENT 
120“

,926 1927 1928 1929 1930
Wholesale Price Indexes of the United States 

Bureau of Labor Statistics (1926 average 
=  100 per cent)

BILLIONS OF DOLLARS

Monthly Averages of Weekly Figures^ for 
Reporting Member Banks in Leading Cities 

(Latest figures are averages of first 
3 weeks of July)

MILLIONS OF DOLLARS----------------

total /

*DISC<DUNTŜ
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Business Conditions in the United States
(Summarized by the Federal Reserve Board)

I NDUSTRIAL production decreased in June by more than the usual seasonal 
amount and factory employment and payrolls declined to new low levels. The 

volume of building contracts awarded was large. Prices declined sharply and 
money rates continued downward.

I n d u s t r ia l  P r o d u c t io n  a n d  E m p l o y m e n t

In  June industrial production showed a further substantial decrease and 
the Board’s index, which is adjusted for ordinary seasonal variations, declined 
to the lowest level since last December. Output of steel ingots declined in 
June and early July more than is usual at this season, while automobile pro
duction was sharply curtailed to a level considerably below that of the same 
period of the past two years. Cotton consumption, already at a low level, 
declined further in June. Output of bituminous coal and copper continued in 
small volume. Wool consumption and shoe production increased slightly and 
cement output, as in the preceding month, was at a high level.

Factory employment and payrolls decreased further in June. The number 
employed at steel plants and in the automobile, agricultural implement, and 
cotton goods industries, declined more than is usual at this season, and employ
ment in  the woolen goods and lumber industries continued at unusually low 
levels.

The value of building contracts awarded in June, $600,000,000, according 
to the F. W. Dodge Corporation, was about 30 per cent more than in May and 
the largest since last July. The increase reflected chiefly unusually large 
awards for natural gas pipe lines and power plants; the volume of contracts 
for residential building was somewhat smaller than in May. In  early July 
the total volume of contracts was small.

Department of Agriculture estimates, based on July 1 conditions, indicate 
a decrease from last year of about 20,000,000 bushels in the winter wheat crop 
and a corresponding increase in spring wheat. The corn crop is expected to 
be about 2,800,000,000 bushels, 7 per cent larger than last year and 4 per 
cent above the five-year average. Area planted to cotton is estimated at
45,815,000 acres, 2.7 per cent less than last year.

D is t r ib u t io n

The volume o f freight car loadings in  June and early July continued to 
be substantially below the corresponding periods of 1928 and 1929. Pre
liminary reports indicate that the decline in department store sales from a 
year ago was of larger proportions in June than in any previous month this 
year.

W h o l e s a l e  P r ic e s

Commodity prices declined more rapidly in June than in any other recent 
month, and the index of the Bureau of Labor Statistics, at 86.8 per cent of 
the 1926 average, was about 10 per cent below the level of a year ago. Prices 
of many important agricultural commodities and their manufactures declined 
further, and those of certain leading imported raw products—silk, rubber, and 
coffee—reached new low levels. There were also further declines in iron, 
steel, and copper. Prices of raw wool, hides, and raw sugar increased slightly 
during June. Early in July, prices of meats were stronger, but there were 
further declines in many other commodities.

B a n k  Cr e d it

Loans of reporting member banks in  leading cities declined somewhat 
between the middle of June and the middle of July, and on July 16 were 
$60,000,000 smaller than five weeks earlier. Loans on securities decreased by 
$140,000,000, while “ all other”  loans increased by $80,000,000. The banks1 

investments increased further by about $280,000,000 during this period and 
were in larger volume than at any other time in the past two years.

Member bank balances at the Reserve Banks increased, and in the week 
ended July 19, averaged $60,000,000 more than five weeks earlier, and at the 
same time their borrowings from the Reserve Banks declined by nearly 
$20,000,000—reflecting an increase in the Reserve Banks’ holdings of accept
ances and Government securities, a further slight growth in gold stock, and a 
continued decline in the volume of money in circulation.

Money rates in the open market continued to ease and in the middle of 
July rates on 90-day bankers acceptances at 1% per cent were at a new low 
level, while rates on commercial paper at 3-3*4 per cent were at the low point 
of 1924.

During July the Reserve Bank discount rate was reduced at Boston from 
3 ^  to 3 per cent, and at Philadelphia, Atlanta, and Richmond, from 4 to 3 ^  
per cent.
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Money Market in August
Money conditions have remained fairly easy during 

the past month, notwithstanding an increase in the de
mand for funds from two important sources— the first, 
an increased demand for currency; the second, a demand 
for gold for export.

The first section of the diagram below shows that the 
amount of currency in circulation, after reaching the 
seasonal low point at the end of July, showed an expan
sion of about 40 million dollars in the first half of 
August, a movement quite similar to that which oc
curred in the corresponding period in each of the past 
two years. Ordinarily this early August expansion in 
currency circulation marks the beginning of a seasonal 
increase which continues with only minor interruptions 
until the end of the year, and which involves steadily 
increasing requirements for Federal Eeserve credit.

An outflow of about $34,000,000 of gold occurred also 
in the first half of August, continuing the export move
ment which began in the latter part of July, as is shown 
in the second part of the diagram. Most of this gold was 
sent to France and brought the total of the recent ship
ments to that country up to about $62,000,000. There 
was also $2,000,000 of gold shipped to Montreal early in 
the month, which made a total of $14,500,000 sent to 
Canada on the recent movement. Shortly before the 
middle of the month a rather general decline in the prin
cipal foreign exchanges occurred which carried both the
BILLIONS OP DOLLARS 
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5.0

4.8

4.6

AA

42̂ .

f t v w1929

MONEY IN CIRCULATION
J __ I__ I__ I__ I__ I I I i

BILLIONS OF DOLLARS 
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French and Canadian exchanges below the levels at 
which it was profitable to make further gold shipments, 
and the gold export movement ceased temporarily. Late 
in the month, however, gold exports were resumed with 
shipments of $1,000,000 to Canada on the 28th, and 
$3,500,000 to France on the 29th.

The effect on the banks of the withdrawal of gold for 
export in the latter part of July had been largely offset 
by deposits of currency which returned from circulation 
at that time, so that no increase in the need for Eeserve 
Bank credit occurred. Early in August, however, the 
effect of an increased demand for currency was added 
to the effect of the loss of gold. Practically the entire 
burden of these demands was sustained by the New York 
City banks, as the withdrawals of gold for export were 
made at New York, and the currency requirements at 
banks elsewhere throughout the country were met largely 
by the withdrawal of funds from New York. Conse
quently, there was an increase in the demand for Ee
serve Bank credit, shown in the final section of the 
diagram, which occurred chiefly at the Federal Eeserve 
Bank of New York. A t first this was met by a substan
tial increase in the borrowings of leading New York City 
banks at the Eeserve Bank. A  purchase of $25,000,000 
of Government securities was made by the Eeserve Banks 
at the end of the first week of August, however, and 
about $30,000,000 of bankers acceptances were sold to 
the Eeserve Banks by dealers and member banks, so that 
a substantial volume of funds was placed in the money 
market, which, together with a return flow of funds from
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other sections of the country, enabled the New York 
banks to repay practically all of their indebtedness by 
the middle of the month.

The result was that except for a brief period of slightly 
firmer conditions early in the month, the supply of funds 
in the money market was ample and money rates re
mained low. Call money continued at 2 to 2y2 per cent 
on the Stock Exchange, and 90-day loans against Stock 
Exchange collateral at 2y2 to 2%  per cent. Sales of 
prime commercial paper were made chiefly at 3 per cent, 
as compared with a gradually declining range of from 
3y2 per cent down to 3 per cent during July, and the 
average rate charged by the principal New York City 
banks on commercial loans to customers declined to 4 
per cent in August for the first time in many years. 
Rates on bankers acceptances were unchanged during 
August, and yields on short-term United States Govern
ment securities were slightly lower than in July.

Money Rates at New York

Aug. 30, 1929 July 31, 1930 Aug. 29, 1930

Stock Exchange call loans..................... *7-9 *2 *2
Stock Exchange 90 day loans............... %8%-9 I 2 y 2- H  

3 -3 M
%2M-V4.

Prime commercial paper.......................... 6-6  X 3
Bills— 90 day unindorsed....................... 5 ys 1H IVs
Customers’ rates on commercial loans.. 16.00 t 4 .11 f4 .0 0
Treasury certificates and notes

Maturing Dec. 15 (yield)...................
Maturing Mar. 15 (yield)...................

4 .53 1.63 1.58
4.51 1.97 2.02

Federal Reserve Bank of New York re
discount rate........................................... 6 2 H 2H

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. 5 H %2 t2

♦For preceding week f  Nominal f  Average rate of leading banks at middle 
of month Jl-75 days— 1 %  per cent

M e m b e r  B a n k  C r e d i t

Total loans and investments of reporting member 
banks in this district showed practically no net change 
between the third week of July and the third week of 
August. The security loans of the principal New York 
City banks after a temporary increase over the July 
month-end declined to a volume slightly smaller than a 
month previous; all other loans showed a small increase, 
probably due to larger holdings of bankers acceptances; 
investments showed no consistent change. For all report
ing banks throughout the country, there was an increase 
of $40,000,000 during the month in total loans and in
vestments, as a decline of $83,000,000 in security loans 
was more than offset by an increase of $26,000,000 in 
other loans, and a further increase of $97,000,000 in 
investments.

B i l l  M a r k e t

The bill market was moderately active during August 
and open market rates were unchanged throughout the 
month. Discounting and accepting banks evidently pre
ferred to hold new bills in their portfolios instead of al
lowing them to come into the market, and in addition 
there was a more or less steady demand from the banks 
for bills that dealers could supply at existing rates. In 
the second week of August, when money conditions tem
porarily became slightly firmer, some bills were sold to 
the Reserve Bank by New York City banks in order to 
replenish reserves, but for the month ended August 27 
the System's bill portfolio rose only $32,000,000. As a 
result of the absence of any great seasonal increase in 
new drawings of bills and the rather good investment

demand, dealers' portfolios of bills remained low 
throughout the month.

During July, the volume of dollar acceptances out
standing rose $45,000,000 to $1,350,000,000, following 
the uninterrupted seasonal decline from the end of De
cember to June. The July increase was more than ac
counted for by a rise of about $50,000,000 in acceptances 
based on goods stored in or shipped between foreign 
countries. Export acceptances also increased slightly, 
while import bills and those based on domestic ware
house credits, the other two principal classes of trans
actions, declined further. The accompanying table shows 
that July outstandings in this market of bills based on 
foreign storage or shipment of goods were 77 per cent 
larger than a year ago, continuing the rapid growth that 
has been in progress in this type of financing during the 
past few years. Export acceptance credits on July 31 
were slightly above a year ago, but import bills showed a 
decrease of $56,000,000, no doubt reflecting at least in 
part lower commodity prices. The increase of $223,000,- 
000 over a year ago in total outstandings was almost 
entirely due to the increase in acceptances covering for
eign transactions.

(In millions of Jdollars)

Classification July 31, 1929 June 30, 1930 July 31, 1930
Based on Goods Stored in or Shipped 

between Foreign Countries................. 280 442 495
368 373 380
316 276 260

Domestic Warehouse Credits................. 99 145 137
Dollar Exchange........................................ 49 50 49
Domestic Shipments................................. 15 19 29

1,127 1,305 1,350

C o m m e r c i a l  P a p e r  M a r k e t

A  fairly active market was reported by commercial 
paper dealers throughout August. There continued to 
be a widely distributed, active demand for prime paper 
at 3 per cent, but there was little demand on the part of 
the banks for less high grade paper of the smaller bor
rowers, which was available at slightly higher rates. In 
the aggregate, the investment demand for high grade 
material was generally in excess of the amount of this 
type of paper that the dealers were able to secure from 
potential borrowers.

The good demand for open market commercial paper 
in recent months has quickly absorbed new creations of 
paper and has kept the market rather bare, despite the 
fact that outstandings of paper have shown less decline 
than in the corresponding season of previous years. The 
outstandings of 21 dealers at the end of July were $525,- 
000,000, or less than y2 of one per cent smaller than a 
month earlier and only about 5 per cent below the April 
peak of this year. The July 31 figure was nearly twice 
that of a year ago.
Foreign Exchange

Little change took place in the foreign exchanges dur
ing August. W ith the exception of Italian lire, which 
were steady at about $0.0523%, the more active Euro
pean currencies were maintained at a premium over 
the dollar. French francs were steady at $0.0393% dur
ing the first part of the month, and gold shipments were 
made while the exchange held at that level; somewhat 
lower quotations prevailed subsequently but were fol
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lowed by renewed strength towards the close of the 
month. Sterling went above $4.87 at the close of July 
and remained at that level for the better part of August; 
reichmarks weakened gradually from $0.2390 to $0.2388. 
Belgas, Swiss francs, and Austrian schillings exceeded 
their estimated outgoing gold points for at least part of 
the month, but no shipments of the metal to these coun
tries took place. Pesetas reached new low ground at 
$0.1055 on the 16th.

The Argentine peso rose rapidly from $0.8197 on 
August 1 to $0.8403 on the 11th, and, although it fell off 
thereafter, there was a net gain for the month. The 
Brazilian milreis continued downward to $0.0925, the 
lowest in several years, while Uruguayan pesos strength
ened slightly. Gold shipments from Japan had a 
strengthening effect on the yen which now appears to 
be slightly above the import point to the United States. 
Canadian dollars eased gradually from a premium of 
5/32 on the 1st to par on the 18th but advanced later in 
the month to a level at which gold exports were resumed. 
The Shanghai tael advanced with the slightly higher 
price of silver which ruled until the 23d.

Gold Movement
The outflow of gold from the United States which be

gan in July continued in August with a total of $35,300,- 
000 withdrawn for shipment to France and $3,000,000 
to Canada. French takings have reached a total of 
$65,300,000 in this movement. The Canadian with
drawals stopped on the 4th and were resumed on the 
28th, the total movement amounting to $15,500,000. Re
ceipts of $2,000,000 from Uruguay, $1,000,000 from Co
lombia, and $750,000 from Bolivia, accounted for the 
bulk of the imports at the Port of New York. In addi
tion to this, $8,000,000 was received from Japan and 
$3,100,000 from China at San Francisco. As there was 
no change in gold held under earmark for foreign ac
count during August, the net loss of gold has been esti
mated at approximately $23,000,000. The gain since 
January 1 to the country’s gold stock as the net result 
of imports, exports, and changes in earmarked holdings, 
was reduced by the losses during July and August to 
about $196,000,000.

Withdrawals of gold at the Bank of England for ship
ment to France ceased during August, but £1,300,000 
was obtained by French purchasers in the London mar
ket. Switzerland also appeared as a purchaser in the Lon
don market, obtaining £1,000,000 of South African gold.

Central Bank Rate Changes
Two European central banks lowered their discount 

rates during August. On the 19th the Bank of Danzig 
rate, which had stood at 4 %  per cent since June 24, 
was reduced to 4 per cent. The Bank of Finland low
ered its rate from 6 ^  to 6 per cent on the 27th, the 
higher rate having been in force since April 29.

The Central Bank of the Bolivian Nation was reported 
to have reduced its rate from 9 to 7 per cent, effective 
August 26. The earlier rate had been in force since the 
opening of the bank in July 1929. A  second Latin- 
American institution, the Reserve Bank of Peru, re
duced its rate on August 18 from 9 to 8 per cent, having

previously raised the rate from 8 to 9 per cent on 
August 2.

A  press report last month of the increase in the Bank 
of Spain’s rate from 5 %  to 6 per cent on July 17, has 
since been confirmed.
Security Markets

Another period of weakness in the stock market de
veloped during the first part of August, as a result of 
which price averages of representative issues declined to 
a level only slightly above the low point of June, which 
in turn was not greatly above the bottom levels touched 
last November. Following this downward movement, 
stock prices strengthened moderately, but toward the 
close of August still showed some net loss from the prices 
prevailing around the end of July. The volume of trad
ing on the New York Stock Exchange was unusually 
small, being on many days less than 1 %  million shares, 
and for the month averaging under 2 million shares, or 
less than half the large turnover reported in the markets 
of August a year ago.

In the bond market, the volume of trading on the Ex
change was somewhat less than in the preceding month 
and also materially below the transactions of August
1929, but fairly active trading was reported outside the 
Exchange, and prices were firm during most of the 
month. High grade domestic corporation bond issues ad
vanced about %  of a point further, and by the end of the 
month several of the representative price averages were 
at the highest levels since 1928. Less high grade issues, 
however, moved irregularly, with little turnover reported. 
Foreign issues for the most part held steady throughout 
most of the month, but on the whole closed slightly 
higher than a month earlier. Long-term United States 
Government bonds showed a slight net loss during 
August and closed about ^  point below the early July 
level, which was the highest of 1929 and 1930.
New Financing

New security issues during July totaled $580,000,000, 
an amount $200,000,000 smaller than in the previous 
month and $380,000,000 below the July 1929 figure, 
which was greatly expanded by the inclusion of large 
investment trust and financial trading company stock 
issues. New bond flotations of domestic corporations, ex
clusive of refunding issues, were $60,000,000 larger than 
in the previous month, and more than twice as large as 
the bond offerings of a year ago. As in previous months 
this year, public utility and railroad issues accounted for 
the larger part of the increase in the amount of new 
capital secured by bond issues. State and municipal 
financing, while seasonally smaller than in the previous 
month, was also well above last year’s level.

Foreign financing in this market was less than half of 
the June volume, but at $84,000,000 was still double the 
flotations of July 1929, and the total of new capital 
raised in this country for use abroad during the first 
seven months of this year was increased to $836,000,000, 
an amount more than 50 per cent larger than in the cor
responding period of last year and only 7 per cent below 
the comparable period of 1928.

Flotations of new security issues during August were 
in small volume. August is generally the lowest month
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of the year for the issuance of new securities, and this 
year proved to be no exception. Domestic corporate bond 
issues in August were somewhat above last year’s vol
ume, and State and municipal financing was larger, 
but the preliminary total of all types of security issues 
shows a large decrease from a year ago, primarily be
cause August 1929 marked nearly the peak of stock flota
tions by investment trusts and trading and holding com
panies. Foreign financing in this market likewise ap
pears to have been in smaller amount during August 
than a year ago.

Business Profits
The effects of the continued decline in business 

through the second quarter of this year are reflected in 
reports of business profits for the period. The quarterly 
earnings reports of 247 industrial and mercantile con
cerns which have so far become available indicate that 
net profits for the second quarter were 35 per cent 
smaller than in 1929 and 14 per cent below the figure 
for the second quarter of 1928. Profits of these same 
companies for the first quarter of this year were 25 per 
cent smaller than a year previous, but were 2y2 per cent 
larger than in the corresponding period of 1928. The 
only groups of companies to show larger second quarter 
profits than a year ago were the food products concerns, 
which in the first quarter reported somewhat reduced 
net income as compared with 1929, and the railroad 
equipment companies, which had also a better first 
quarter than a year ago. Furthermore, only three 
groups showed smaller percentage declines from a year 
ago in the second quarter than in the first quarter of 
1930; these were the automobile, automobile parts and 
accessories, and machinery concerns, and in these cases 
the improvement was relatively slight.

For the first six months of 1930, net profits of 379 
companies— a considerably larger list than is obtainable 
for the second quarter, because many corporations pub
lish mid-year but not quarterly statements— showed a 
decrease of 30 per cent compared with the first half of
1929 when business was very active, and were 5 per 
cent smaller than in the first half of 1928. As the accom

panying table indicates, there was a rather general 
reduction in profits between the first half of 1929 and
1930. Industries which, contrary to the general ten
dency, reported somewhat larger profits than in the first 
half of 1929 include the food and food products, paper, 
printing and publishing, leather and shoe, and railroad 
equipment groups. Comparison with profits in the first 
half of 1928 shows a less widespread reduction; of the 
23 groups of companies listed, 12 had smaller profits and
11 had larger profits.

The net operating income of telephone companies in 
the second quarter compared more favorably with a year 
ago than in the first quarter, and net earnings of other 
large public utilities followed a similar course, but the

(Net profits in millions of dollars)

Num
ber
of

Second quarter
Num

ber
of

First six months

Corporation groups

com
pa
nies 1928 1929 1930

com
pa
nies 1928 1929 1930

Automobile................................... 17 133 138 68 20

32

228 242 124
Automobile parts and accesso

ries (exclusive of tires).......... 22 11 15 9 32 47 27
Building supplies......................... 10 6 9 4 15 14 17 10
Chemical....................................... 14 17 21 18 15 33 43 38
Copper........................................... 8 8 10 2 9 15 25 9
Coal and coke.............................. 6 1 1 1 8 3 4 4
Other mining and smelting. . . .
Clothing and textiles.................
Electrical equipment.................

12 

* 8

8

i9
14

27

6

20

16
24
13

17
12
36

28
13
52

16
2

40
Food and food products............ 33 44 48 49 39 88 100 104
Leather and shoe........................ 10 6 0 4
Machinery.................................... 12 6 ’ 8 ’ 5 16 14 19 13
Office equipment......................... 6 5 6 4 6 9 13 9
Oil................................................... 25 31 49 31 27 46 76 51
Paper.................... .... ....................
Printing and publishing............

5
6

2
8

4
9

3
8

5
7

5
15

5
17

7
18

Railroad equipment................... 6 7 8 9 8 15 21 24
R ealty............................................ 7 5 6 5
Rubber........................................... 6 Def.3 19 D ef.l

15 '45 ’ 89 ’si 19 86 170 113
Stores............................................. 12 15 20 15
T obacco ......................................... 5 ’ 3 3 * *2 8 8 6 4
Miscellaneous............................... 37 32 50 40 57 91 134 115

247 386 509 330 379 790 1,077 751

Telephone (net operating in
come) ......................................... 104 66 68 70 104 129 138 137

Other public utilities (net earn
ings) ........................................... 95 204 245 259 95 430 508 529

Total public utilities.......... 199 270 313 329 199 559 646 666

Class I railroads.......................... 172 245 304 200 172 462 563 376
(net operating income)

MILLIONS OF DOLLARS 
500i

MILLIONS OF DOLLARS MILLIONS OF DOLLARS

4 0 0

300

200

100

K

A
A

X

I N D U
......... .........1

S T R I A l1........  !
- S1 ____

1926 1927 1929 1930

AK(\lAr
)

tAJ 1
\

V

t
CL)

RAIL
\

^SS I  
ROADS
1 ........!L........ .

t
s *

v / V n /
V

2Sm m 
. 

_

P H O N E
3 L I C  U
i:.. i

i  & O T  
IT IL IT IE
1 1

H E R
i S
1

1926 1927 1928 1929 1930 1926 1927 1928 1929 1930
Quarterly Net Profits of 163 Industrial and Mercantile Companies, Net Operating Income of 172 Class I Railroads, and Net Operating Income 

of 104 Telephone Companies Combined with Net Earnings of 95 Other Public Utilities

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

September 1, 1930



FEDERAL RESERVE AGENT AT NEW YORK 69

aggregate increase of 3 per cent for the first half year 
was less than has occurred in several years. Class I 
railroads reported for the second quarter net operating 
income that was further below that of a year ago than 
in the first quarter; consequently the total for the first 
half of 1930 was 33 per cent smaller than in 1929, and 
was the smallest since 1922.

Crops
The first definite indication of the effects of the severe 

drought in July was contained in the August 1 crop re
port of the Department of Agriculture. The most im
portant change, in comparison with July 1 crop esti
mates, was in the corn crop, where a reduction of nearly
600.000.000 bushels, or 21 per cent, was indicated. The 
estimate for corn was reduced from 2,802,000,000 bushels 
on July 1, which was larger than either last year’s actual 
harvest or the average of the preceding five years, to
2.212.000.000 bushels on August 1, which, if realized, 
would be the smallest crop since 1901. The most substan
tial declines from a year ago were indicated in the prin
cipal corn producing states of Iowa, Illinois, and Ne
braska, in each of which the estimated reduction was 
more than 40,000,000 bushels, but in some of the other 
states which ordinarily produce substantial amounts of 
corn, estimates of this year's production showed even 
larger proportionate declines.

The estimated production of many other crops was re
duced between the first of July and the first of August, 
and indicated yields per acre of 36 important crops de
clined nearly 7 per cent on the average from the yields 
indicated on July 1, and were the lowest in the last 20 
years, except in 1921. In general, the greatest deteriora
tion occurred in crops that are produced as feed for live
stock. In addition to deterioration in grains that are 
used principally for feed, the prospective crop of hay 
was greatly reduced, and the condition of pastures on 
August 1 was reported to have been the poorest for any 
summer month in at least 50 years.

Grain crops produced principally for human consump
tion in the aggregate appeared likely to be only slightly 
smaller than last year. The estimated production of win
ter wheat was raised nearly 40,000,000 bushels from the 
July estimates to 597,000,000 bushels, as compared with 
a harvest last year of 578,000,000 bushels, and, notwith
standing a moderate reduction in the estimate for spring 
wheat, the total wheat production was indicated as 821,- 
000,000 bushels, a slightly larger amount than last year.

Conditions with respect to fruits and vegetables were 
reported to have been more favorable than in the case 
of most other crops. The August 1 report indicated the 
prospective yield of all fruit crops to be about 18 per 
cent above the small crops of 1929, although somewhat 
below the average of recent years. Aggregate yields of 
canning vegetables and truck crops were reported to be 
close to those of last year.

Early in August the first estimate of this year's cot
ton crop was made public. This indicated a crop of
14,362,000 bales, a decline of about 3 per cent from last 
year's harvest. The largest declines were indicated in 
Mississippi, Alabama, Louisiana, and Arkansas, all of 
which were affected by the drought.
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August 1930 Production Estimates of Ten Principal Crops Com
pared with Average Harvests in the Past Five Years

To some extent, the deterioration caused by the 
drought was offset in its effect on the total indicated 
value of crops by a rise in prices. The price of cash corn 
rose from a low figure of 75 cents, at the end of June, 
to a high of $1.02 early in August, an increase of 
36 per cent. Subsequently there has been some reaction, 
but near the end of August this grade of corn was still 
quoted around $1.00 a bushel. Nevertheless, the prospect 
is that the total value of the corn crop will be somewhat 
smaller than was indicated early in July. Following the 
rise in corn prices, wheat also advanced between August 
2 and August 8, from 82 cents, the low point for the year, 
to 96%  cents. Subsequently part of this gain was lost, 
but, at a price of somewhat under 90 cents near the end 
of the month, the total value of the wheat crop indicated 
by August 1 conditions would be somewhat larger than 
was indicated early in July. In the case of cotton, not
withstanding the prospect of a smaller crop than last 
year, the price declined in August as low as 11 cents, 
which is under the lowest point reached in 1926, when 
the record crop was produced, but near the end of 
August the price advanced to around 11.70 cents.

As compared with a year ago, the present prospect is 
that the total value of all important crops will be con
siderably lower than last year, due in part to lower 
prices. In addition, the prospective yields of several of 
the more important crops, as the accompanying diagram 
shows, are well below the average harvests of the past 
five years. The tendency in wages paid for farm labor 
and in prices for goods purchased by farmers has been 
downward also, however, so that the decline in the pur
chasing power of the agricultural districts will not be 
as large as the decline in money income.

Following further deterioration of crops during the 
first part of August, subsequent widespread rainfall was 
reported to have improved conditions somewhat.

Building
July contracts for building and engineering work in 

the 37 States covered by the F. W . Dodge Corporation 
report were greatly reduced, following the temporary 
large increase in June. The July total was the smallest
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Index of Building Contracts Awarded in 37 States, Adjusted for 
Seasonal Movements and Year-to-Year Growth

since February and was 44 per cent below the exception
ally large total of July a year ago. Contributing to the 
more than seasonal drop in contracts between June and 
July were decreases in residential construction, public 
works and utilities projects, and other non-residential 
building. Likewise all principal types of building awards 
were below the level of a year ago— even those for public 
works and utilities construction, which in previous 
months of this year had generally been maintained in 
larger volume than in 1929.

Reflecting these declines in the various classes of 
building, this bank’s index of building contracts, in 
which allowance has been made for seasonal influences 
and year-to-year growth, dropped further to the lowest 
level since the first part of 1921, following the temporary 
upturn in June. As the accompanying diagram indi
cates, this index has been declining ever since the latter 
part of 1928, after being maintained at a high level 
through the greater part of the time from 1925 to 1928. 
Both in the recession of 1920-21 and in the current in
stance, the index of building contracts declined before 
any decrease was evident in the volume of general busi
ness ; and in the 1920-21 period there was a marked re
covery in building activity which preceded by an appre
ciable period the recovery in general business. The 1920- 
21 situation differed from the present one, however, 
in that the quick upturn in building at that time 
followed a considerable period of curtailed operations 
during the war, whereas the present lull in building has 
followed a large volume of building during the preced
ing four years.

The value of building contracts awarded in 37 States 
during the period from the first of January to the end 
of July has been 18 per cent smaller than during the 
same period of last year. During the first three weeks 
of August daily average figures on contracts awarded 
while slightly above the low level of the previous month, 
were about 20 per cent smaller than the daily average of 
August 1929.

Recent surveys of the mortgage money situation in
dicate that an ample supply of first mortgage funds is 
available to finance sound, new building enterprises. The 
supply of funds is considerably larger than a year ago, 
with large offerings of funds coming from savings banks,

mortgage and title institutions, and insurance companies. 
The interest rate for first mortgage money is lower than 
a year ago; in New York first mortgage money on prime 
property is available at 5 ^  per cent, as compared with
6 per cent a year ago, and in localities where the rate is 
invariably 6 per cent there is greater ease in obtaining 
loans on necessary projects.

Production
There was a marked curtailment of industrial activity 

in July, with the result that production in general 
reached a lower level than last December and was the 
lowest during the current business recession. Of this 
bank’s indexes, 16 declined from June to July and only
7 advanced, and a substantial majority continued under 
the long-time trend of growth which has been derived 
from the records of past years. One of the largest de
clines occurred in the automotive industry, where a 
number of producers suspended operations for a period 
of two or more weeks; average daily production of auto
mobiles fell 25 per cent from June to July, as com
pared with an average decline of about 8 per cent in 
past years, and this bank’s seasonally adjusted index 
of passenger cars and motor trucks combined reached a 
new low level since last December.

There was also a substantial reduction of output in 
the metal industries. Production of steel ingots declined 
18 per cent from June to July, when usually there is lit
tle change, output of pig iron was down 13 per cent, 
compared with the usual decline of about 4 per cent, and 
production of copper and of zinc also showed reductions 
somewhat in excess of the usual seasonal decreases. The 
only increases in the metals group were in the indexes of

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

July M ay June July
Metals

131 104 100 91
137 102 101 82

Copper, U. S. mines.................................... 116 84 81 79 p
104 90 90 92 p
102 76 78 73

Tin deliveries................................................. 109 92 86 94
Automobiles

Passenger cars............................................... 123 90 76 60p
M otor trucks................................................. 154 93 87 79p

Fuels
Bituminous coal............................................ 83 77 72 69
Anthracite coal.............................................. 68 85 74 78

123 110 101 94
Petroleum, crude.......................................... 119 98 95 94p
Petroleum products...................................... 102 95 92

Textile and Leather Products
Cotton consumption.................................... 103 77 73 71
W ool mill activity........................................ 99 75 80 73 p
Silk consumption.......................................... 115 87 64 84
Leather, sole.................................................. 104 113 111 i22 p
Boots and shoes............................................ 122 88 90p 9 5p

Foods and Tobacco Products
Live stock slaughtered................................ 98 94 92 92
Wheat flour.................................................... 96 106 99 96p
Sugar meltings, U. S. ports........................ 85 92 74 93
Tobacco products......................................... 105 102 107 105

Miscellaneous
120 118 118 114
120 100 89 55p

Printing activ ity . ......................................... 117 100 101
Paper, newsprint........................................... 86 87 81 78

109 102 98

p Preliminary
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tin deliveries and of the production of lead. The fuel in
dustries were generally at a lower rate of operations; pro
duction of bituminous coal, coke, and petroleum declined 
somewhat, while output of anthracite coal increased.

Mill consumption of raw cotton declined further in 
July and wool mills were less active, but silk consump
tion increased considerably from the unusually low level 
of June. Production of cement declined slightly in July, 
but remained at a relatively high level.

Employment and Wages
Employment and wage data for July indicated the 

development of more unsatisfactory conditions than in 
the preceding months. The number of workers employed 
in representative factories throughout the United States 
dropped 4.6 per cent between the middle week of June 
and the middle week of July, according to the index of 
the Federal Reserve Board, as compared with a usual 
June to July reduction of around 1 per cent, and this 
bank’s seasonally adjusted index declined to a new low 
level since 1922. The July index was within 5 per cent of 
the lowest point reached in 1921. In New York State there 
was a 3.7 per cent decline in factory employment in July.

Other data showed that opportunities for obtaining 
work were relatively scarce. A t New York State Em
ployment Bureaus, orders for workers continued to de
cline, and the ratio between orders and applications 
dropped to the lowest level since February. The decline 
was much larger than usually takes place in July. In 
the first three weeks of August there was a slight sea
sonal increase in the demand for labor.

The employment situation apparently was affected by 
the drought as well as by industrial conditions, as the 
index of the demand for farm labor reported by the 
Department of Agriculture declined from 81.4 per cent 
on the first of July to 74.3 per cent on the first of August, 
which is the lowest since these data were first collected 
in 1918. The decrease was said to be largest in the 
drought stricken area, where farmers had the prospect 
of very small crops to harvest and little money with 
which to employ labor. The supply of farm labor, on 
the other hand, increased, and the index was 13 points 
higher than a year previous and the highest on record,

DOLLARS

Average Weekly Earnings of Employees in New York State Fac
tories Reported by New York State Department of Labor, 

Monthly 1919-1930

reflecting no doubt the difficulty workers are experienc
ing in obtaining work in factories and in building.

Average weekly earnings of employees in New York 
State factories declined further in July, and reached the 
lowest level since 1925, as the accompanying diagram 
shows. The decline since the record high point of last 
September has amounted to $1.96 a week, or 6 per cent, 
and is the most substantial that has occurred since 1921. 
This decrease no doubt has been due largely to part time 
employment. Reflecting the large decline in the number 
of workers, and the moderate drop in average earnings of 
those employed, total factory payrolls in New York State 
dropped 5.2 per cent from June to July, which is consid
erably more than the usual seasonal recession, and reached 
a level 22 per cent under the peak of last September.
Indexes of Business Activity

Data for July indicate a further recession in the dis
tribution of goods and in general business activity dur
ing that month, even after adjustment is made for the 
usual seasonal decline, and this bank’s indexes continued 
at relatively low levels. Car loadings of merchandise and 
miscellaneous freight showed an unseasonal decrease, and 
remained well under the levels of the past five years, 
while loadings of heavy bulk materials increased no more 
than seasonally in July, and also remained at low levels.

(Adjusted for seasonal variations and usual year-to-year growth)

1929

July May

1930

June July
Primary Distribution

Car loadings, merchandise and misc. r ... 103r 94r 92r 89r
Car loadings, other....................................... 99 87 80 80

114 82 81 81p
123 103 93 85p

Panama Canal traffic................................... 88 67 71 77

Distribution to Consumer
Department store sales, 2nd D ist............. 99 107 99 95
Chain store sales, other than grocery.. . . 100 93 89 86
Life insurance paid for................................ 99 93 95 94
Advertising r................................................... lOOr 90r 87 r 85r

General Business Activity
Bank debits, outside of New York C ity. 112 99 104 96
Bank debits, New York C ity. .................. 181 134 141 115
Velocity of bank deposits, outside of New

York C ity................................................... 131 112 114 105
Velocity of bank deposits, New York City 208 143 146 118
Shares sold on N. Y . Stock Exchange. . . 429 273 269 212
Postal receipts............................................... 104 96 94
Electric power............................................... 104 93 91
Employment in the United States........... 104 92 90 87
Business failures............................................ 102 121 124 117
Building contracts........................................ 131 83 115 72
New corporations formed in N. Y . State r 104r 84r 90r 92r
Real estate transfers.................................... 79 66 65 v 62 p
General price level*...................................... 181 172 169 167
Composite index of wages*........................ 226 225 225 223
Cost of living*............................................... 172 167 165 164

v  Preliminary * 1913=100
r Revised

Foreign Trade
Both merchandise imports and exports continued 

downward during July but as each was $134,000,000 
smaller than last July the favorable balance of merchan
dise trade of this country was unchanged from a year 
ago. The decline represented 33 per cent for exports and 
38 per cent for imports. The exports, valued at $269,- 
000,000, were the smallest for any July since 1915, and 
imports at $219,000,000 were the smallest for that month 
since 1921. Undoubtedly the decline in commodity prices 
has had an important effect on the value of exports and 
imports, but does not account for all of the reduction.
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All of the major groups in this country’s foreign trade 
continued to show declines from a year previous. Among 
the exports, the heaviest loss in dollar value, as well as 
in proportion, occurred in the group composed of fin
ished manufactures, while among the imports the largest 
loss was in crude materials. Exports of finished manu
factures decreased $83,000,000, or 36 per cent, and im
ports of crude materials were reduced $50,000,000, or 
42 per cent. Raw cotton shipments showed a decrease of 
$9,000,000 from last year’s level. Quantity receipts of 
crude rubber continued to decline during July. The 
volume of raw silk imports, however, reversed the tend
ency of the past six months and was nearly double that 
of June and about equal to a year ago.

Wholesale Trade
Total July sales of reporting wholesale concerns in 

this district averaged 24 per cent smaller than the year 
previous, the largest decrease in recent years. Decreases 
ranging from about one-third to nearly one-half were 
reported in sales of shoes, cotton goods, men’s clothing, 
jewelry, and diamonds. In the cases of men’s clothing, 
cotton goods, and also paper, the July declines were the 
largest during the period covered by this bank’s records. 
While sales of groceries showed a smaller decline than in 
any other reporting lines, the decline was the largest for 
the grocery trade in more than three years. Sales of 
drug dealers also showed a greater reduction than in 
most preceding months this year.

In hardware, stationery, and silk goods, the reductions 
in sales compared with a year ago, although substantial, 
were not as large as those reported in June. The silk 
goods figures, which are reported by the Silk Associa
tion, represent yardage rather than value, and, in view 
of the decline in prices during the past year, the reduc
tion in the value of goods sold undoubtedly was larger 
than that indicated for quantity sales. Orders for 
machine tools reported by the National Machine Tool 
Builders Association were slightly more than one-third 
the volume of a year ago, and were the smallest in more 
than five years.

The value of stocks of groceries, cotton goods, hard
ware, and diamonds on hand at the end of the month 
remained smaller than last year, while the value of 
stocks of shoes and drugs, and quantity stocks of silk

Commodity

Percentage 
change 

July 1930, 
compared with 

June 1930

Percentage 
change 

July 1930 
compared with 

July 1929

Per cent of 
accounts 

outstanding 
June 30 

collected in 
July

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1929 1930

Groceries......................... —  3.9 -  1 .0 —  9 .2 —  1.5 76.7 77.3
Men’s clothing............... + 33 .9

— 17.0
— 33.8 38.9 37.2

Cotton goods................. h 9 .2 — 33.8 — io .o 34.1 34.3
Silk goods....................... + 11 .5*  

— 14.2
- 8 .3* — 14.8* +  2.2* 

+  7 .5  
+ 20 .4  
— 26.4

52.1 49.8
Shoes................................ - 2 .2 — 31.5 38.4 38.5
Drugs............................... +  4 .0  

— 11.5
-11.5 — 11.0 45.3 24.4

Hardware........................ -  7 .3 — 16.4 50.3 46.2
Machine tools**............ — 27.6 — 64.8
Stationery....................... —  3.8 — 12.3 66.3 70.6
Paper............................... —  9 .0 — 21.0 62.4 60.3 

} 26.3Diamonds....................... + 2 4 .4
— 50.2

+ 2 9 .2  
-4-21.4

— 45.5 — i2*.3 | 28.4Jewelry............................ — 36.5 +  0 .6

Weighted average. — 13.3 — 23.6 52.6 50.4

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association

goods, continued to show increases of varying amount 
over a year ago. Collections continued to be slower than 
in 1929.

Department Store Trade
Reporting department stores in this district showed a 

3.4 per cent decrease in their July sales compared with 
a year ago. Although declines in sales continued to be 
reported from most sections of the district, the de
creases were smaller than in June in several localities, 
including New York City, Buffalo, Bridgeport, Northern 
New York State, and Central New York State. Sales of 
the Rochester and Newark stores increased 4 per cent 
and 1 per cent, respectively, following decreases in sales 
of more than 5 per cent in June. Sales of the leading 
apparel stores continued much smaller than a year ago.

Stocks of merchandise on hand at the end of the 
month showed the largest decrease from a year ago that 
has been reported in recent years. Collections on 
charge accounts outstanding were noticeably smaller 
than in 1929.

Locality

Percentage 
change 

July 1930 
compared with 

July 1929

Per cent of 
accounts 

outstanding 
June 30 

collected in 
July

Net
sales

Stock 
on hand 
end of 
month 1929 1930

New Y o rk ........................................................... —  2 .6 —  3 .4 49.0 46.3
—  6 .3 —  5 .6 50.8 47.1

Rochester............................................................ +  4 .0  
— 11.7

— 14.0 4 0.0 38.1
Syracuse.............................................................. — 10.7 33.7 27.9
Newark................................................................ +  1 .0 

— 14.0
— 14.5 43.9 42.1

Bridgeport.......................................................... — 13.3 41.4 40.8
Elsewhere............................................................ — 10.4 —  4 .6 37.3 33.9

Northern New York State......................... — 12.2
Central New York State............................ —  4 .9
Southern New York State.......................... — 16.6
Hudson River Valley District................... — 10.0
Capital District............................................. — 13.5
Westchester District.................................... —  4 .3

All department stores.............................. —  3 .4 —  5 .8 46.2 43.6

Apparel stores........................................... — 17.1 —  6 .2 45.9 42.7

July sales and stocks in the principal departments 
are compared with those of last year in the following 
table. The large distribution of radio sets showed the 
effect of special sales. Sales of vacation articles, men’s 
wear, and shoes showed moderately large increases.

Net sales 
percentage change 

July 1930 
compared with 

July 1929

Stock on hand 
percentage change 

July 31, 1930 
compared with 
July 31, 1929

Musical instruments and radio. . . . + 8 7 .8 +  0 .8
Toilet articles and drugs.................. + 1 2 .6 —  3 .3
Toys and sporting goods.................. +  9 .6 — 12.6
Men’s and Boys’ wear....................... +  7 .6 —  5 .2

+  7 .0 —  0 .7
+  4 .2 —  0 .7

Men’s furnishings............................... +  3 .0 —  4 .0
Cotton goods....................................... +  2.4 + 1 3 .9
W omen’s ready-to-wear accessories. —  2 .0 — 10.8
Silverware and jewelry..................... —  2 .7 —  8 .0
Silks and velvets................................ —  2.9 — 23.5

—  3.1 —  7 .6
Home furnishings............................... —  4 .5 —  2 .7
Books and stationery........................ —  6 .5 +  0 .8
Linens and handkerchiefs................. —  8 .4 +  8 .9
Luggage and other leather goods... — 13.3 — 14.3
Women’s and Misses’ready-to-wear. — 13.7 — 26.6
Woolen goods...................................... — 32.0 — 34.4
Miscellaneous...................................... —  5 .9 — 22.9
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Money Rates in the New York Market (August 
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Business Conditions in the United States
(Summarized by the Federal Eeserve Board)

B USINESS activity declined further during July and industrial production 
and factory employment reached the lowest levels in recent years. Crops 

were damaged by prolonged drought. Wholesale prices declined further until 
early in August when agricultural prices increased. Money rates continued 
easy.

Production and Employment

Output of factories and mines decreased by about 6 per cent during July 
according to the Board’s index of production, which makes allowance t o r  

seasonal fluctuations. A number of automobile factories were closed during 
part of the month and there was a substantial reduction in output of iron and 
steel and cotton textiles. Daily average production of bituminous coal, lumber, 
and shoes continued small. In  the first half of August, the output of steel 
showed a further slight decrease. Some automobile plants resumed operations 
on a limited scale.

Factory employment and wage payments decreased further, and at the 
middle of July were at the lowest level since 1922. The reduction in number 
of workers employed was largest at steel and automobile plants, car shops and 
foundries, hosiery and cotton mills, and clothing factories. There was a sea
sonal increase in employment in the canning, flour, and shoe industries. Work
ing forces at bituminous coal mines were further reduced, and the Department 
of Agriculture reported an unusually small demand for farm labor.

Building contracts awarded during July and the first half of August were 
in exceptionally small volume, according to reports by the F. W. Dodge Cor
poration. The reduction from June was primarily on account of smaller 
awards for public works and u tility  construction. Building in other lines con
tinued relatively inactive.

Feed crops and pasturage have been severely damaged by drought, which 
was not broken until the middle of August. The August 1 crop report of the 
Department of Agriculture indicated a corn crop of 2,212,000,000 bushels, the 
smallest since 1901, and the smallest hay crop in ten years. Food crops were 
less severely affected, with wheat production estimated at 821,000,000 bushels 
—15,000,000 bushels larger than last year. The cotton crop was estimated at
14,362,000 bales, or slightly less than a year ago.

Distribution

Freight-car loadings have been in smaller volume than at the same season 
of any other recent year. Department store sales declined in July to the 
lowest level since tlie summer of 1924.

Prices

The sharp downward movement of wholesale prices continued through 
July, and the Bureau of Labor Statistics index fe ll to a level 14 per cent 
below that of a year ago. The most pronounced decreases from June to July 
were in the prices of cattle, beef, wheat, cotton, silk, and rubber, and nearly 
all commodities showed some decline. During the first half of August, prices 
of grains moved upward, reflecting the influence of the drought. There have 
also been recent increases in the prices of cattle, liogs, silver, and silk, while 
the prices of cotton, copper, iron and steel, and rubber have declined further 
to the lowest levels in recent years.

Bank Credit

Loans and investments of reporting member banks in leading cities 
decreased slightly between July 16 and August 13, largely as a result of a 
decline of $48,000,000 in security loans. A ll other loans showed little  change, 
while investments increased further.

Reserve Bank credit outstanding increased by about $60,000,000 during 
the first three weeks of August, reflecting seasonal increase in the demand for 
currency and a decrease of about $25,000,000 in the country’s gold stock 
chiefly on account of gold exports to France. The increase in Eeserve Bank 
credit was in the form of bankers acceptances and U. S. Government securi
ties; member bank borrowings showed little  change.

Money rates continued easy. The prevailing rate on commercial paper 
was reduced to 3 per cent around the first of August and remained at that 
level during the first three weeks of the month. Bond yields continued to 
decline. Discount rates at the Federal Eeserve Banks "of St. Louis, San 
Francisco, and Kansas City were lowered from 4 to 3 y 2  per cent during 
August.
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Money Market in September
During the past month it has become increasingly 

evident that seasonal requirements for currency and 
bank credit this year are running substantially below 
the usual amount. Consequently in a month when a 
slightly firmer tendency in the money market fre
quently appears, no perceptible change from the condi
tions of July and August has occurred. During the early 
part of September, as in each of the two previous 
months, New York City banks found it necessary to bor
row from the Reserve Bank for a few days, chiefly on 
account of currency withdrawals over the August month- 
end and Labor Day holiday, but this indebtedness was 
soon retired through a reduction in requirements and 
through the sale of acceptances to the Reserve Bank. 
Subsequently, a return flow of currency to the banks 
and accompanying transfers of funds to New York re
sulted in the accumulation of some surplus funds in 
the hands of New York banks, much the same as in the 
latter part of July.

A t the middle of the month, Treasury redemptions of 
maturing securities threatened to cause a very large 
temporary surplus of funds in the market, but this was 
largely averted by the sale to New York City banks of 
participations in the special one-day certificates of in
debtedness issued by the Treasury to cover the tempo
rary advances made by the Reserve Bank. The amount of 
these participations sold was $170,500,000 on the 15th 
and $68,000,000 on the 16th. By the 17th, the collection

B ILL IO N S  OF DOLLARS 
10i--------

of income tax checks had proceeded to the point where 
the balance between Treasury disbursements and receipts 
had been largely restored.

S e a s o n a l  C u r r e n c y  a n d  C r e d i t  D e m a n d s

The increase in the amount of currency in circulation 
at the beginning of September was substantial, but more 
than the usual return flow occurred during the second 
and third weeks of the month. Ordinarily a considerable 
part of the currency that goes into circulation over Labor 
Day remains outstanding and is used for the expanding 
autumn trade and payrolls. This year the persistent de
cline in commodity prices and the shrinkage in industrial 
payrolls appear to have released enough currency to off
set largely the autumn expansion. The net increase in 
currency circulation from the low point in the last week 
of July to the third week of September wr- -nly 47 mil
lion dollars, less than half of the usual increase during 
that period.

In addition to the unusually small currency demand, 
the total loans and investments of reporting member 
banks have failed to show the usual seasonal increase 
during the past two months. As the second section of the 
diagram below shows, loans other than security loans—  
the so-called “ commercial loans”  of these banks— have 
shown practically no change since July. The experience 
of previous periods of business recession indicates, how
ever, that an expansion in commercial borrowing of 
short-term credit is more likely to follow than to precede 
an increase in business activity.
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Security loans also have shown no important change 
during the past two months, but remain at a consider
ably higher level than a year ago, due to the partial 
replacement with bank loans of the funds withdrawn 
from brokers loans by corporations and other non-bank
ing lenders. The reduction of brokers loans placed for 
lenders other than the New York City banks and their 
correspondent banks has continued gradually, even 
within the past month, so that the present volume of 
such loans is less than one-fifth that of a year ago.

As in previous months, the principal increase in bank 
credit at the weekly reporting banks in principal centers 
has been in investments. The increase in the investment 
holdings of these banks during the past nine months has 
now reached a total of about $800,000,000, and has 
largely counterbalanced the decline in loans other than 
security loans. This increase has roughly paralleled the 
increase in time deposits, and has contributed substan
tially to supplying the capital which has been in active 
demand through the bond market this year. During the 
first eight months of this year the total volume of new 
bond offerings, excluding refunding issues, was about 
$1,450,000,000 larger than in the corresponding period 
last year.

An analysis of these bond issues shows that a large 
part of the increase has been in domestic public utility 
and railroad issues— types of financing which usually 
represent the construction of additional facilities and 
the purchase of equipment to provide for the normal 
growth of the services of such companies. State and 
municipal issues also, which in many cases are sold to 
provide funds for public construction, have increased 
moderately. In addition, flotations of foreign securities, 
which last year were severely curtailed, have increased 
to a volume nearly as large as in the corresponding 
months of 1927 or 1928, and have thus tended to restore 
the purchasing power of foreign countries.

F e d e r a l  R e s e r v e  C r e d i t

As a result of the subnormal increase in currency and 
bank credit, the amount of Reserve Bank credit out
standing has shown much less than the usual increase 
during the past two months. The small increase in the 
total has been fully supplied by purchases of acceptances 
offered to the Reserve Banks, even though such offer
ings of acceptances have been somewhat restricted, due 
to the fact that accepting banks in a number of cases, 
having surplus funds, have held new bills in their own 
portfolios, instead of selling them to discount houses or 
to the Reserve Banks.

Member bank discounts at the Reserve Banks, which a 
few months ago appeared to have about reached the 
practicable minimum at around $200,000,000. have de
clined still further in recent weeks to $167,000,000 on 
September 24, which, excepting only the figure for Sep
tember 17 that was affected by the Treasury tax period 
operations, was a new low point since 1917. In the New 
York district the large city banks have been practically 
out of debt for several months, and there has been a 
marked tendency during the past three months for banks 
in the smaller localities to repay their indebtedness at 
the Reserve Bank. Similar tendencies in other districts 
are indicated by the recent changes in Reserve Bank 
discounts.

Except for declines in the last few days of the month 
in rates on Stock Exchange loans and in yields on short
term Government securities, money rates during the past 
month have remained virtually unchanged.

Money Rates at New York

Sept. 30, 1929 Aug. 29, 1930 Sept. 30, 1930

Stock Exchange call loans........... *8-10 *2 *iy2- 2
Stock Exchange 90 day loans.. . 9-9 \i 1T2M-H 12 X-X
Prime commercial paper............. 6 K 3 3
Bills— 90 dav unindorsed............ 5Vs IK m
Customers’ rates on commercial

f 6 .07 t4.00 t 4 .00
Treasury certificates and notes

Maturing Dec. 15 (vield)........ 4.62 1.58 1.25
Maturing Mar. 15 (yield ). . . . 4.76 2.02 1.77

Federal Reserve Bank of New
2 ^York rediscount rate................ 6 2H

Federal lieserve Bank of New 
York buying rate for 90 day
indorsed bills.............................. t2 12
* For preceding week ^ Nominal t Average rate of leading banks at middle 

of month X 1— 75 days— 1 %  per cent

C o m m e r c i a l  P a p e r  M a r k e t

The potential bank investment demand for prime 
commercial paper during September appears to have 
continued in excess of the amount of new paper in the 
market. Dealers reported a widespread demand from 
interior banks, some part of which came through New 
York City correspondents. Inquiry was lacking for less 
well known paper of the smaller borrowers, which could 
be obtained at rates of 3*4 and 3V2 per cent, as com
pared with 3 per cent for prime names.

Outstandings of commercial paper showed compara
tively little change from the end of July to the end of 
August. The 21 dealers who report to this bank had out
standing on August 31, $526,000,000 of paper, as com
pared with a final figure of $528,000,000 on July 31. 
The amount of paper outstanding continued to be 
nearly twice as large as a year ago.

B i l l  M a r k e t

Rather quiet conditions prevailed in the bill market 
during the month of September, due to the limited vol
ume of bills that found their way into dealers’ hands. 
Discounting and accepting banks were still disposed to 
hold new bills as investments instead of offering them to 
the discount houses, due to the small demand for other 
types of loans and the plentiful supply of funds. 
Coupled with this condition, there was a good demand 
for bills, so that dealers’ portfolios throughout the month 
remained low. Open market and Federal Reserve buying 
rates for bills were unchanged at the levels that pre
vailed during the summer.

Federal Reserve purchases of bills were light, except 
for a short period during the first part of the month 
when temporarily firmer money conditions resulted in a 
sizable amount of sales of bills to the Reserve Bank by 
New York City member banks and some sales by dealers 
under repurchase agreement, and again, around the 15th, 
when a block of bills previously held by foreign corre
spondents was sold to the Reserve Bank. During the 
four week period ended September 24, the Reserve Sys
tem’s portfolio of bills showed a net increase of 
$35,000,000, a considerably smaller increase than in the 
corresponding period last year.

After increasing $45,000,000 in the previous month, 
the total volume of acceptances outstanding was reduced
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$10 ,000,000 during August to $1,339,000,000 at the end 
of the month. Acceptances arising from the financing of 
foreign shipped and stored goods and from domestic 
warehouse transactions increased, while import and ex
port bills declined. As the upper part of the accompany
ing diagram shows, the recent changes in bills outstand
ing, following an unusually large liquidation in the first 
half of this year, have been more similar to the course of
1928 than to that of 1929; in 1928 there was no rise in 
outstandings until September, while in 1929 the increase 
began in June and was of substantial amount by August. 
Reduced foreign trade and declining commodity prices 
have tended to restrict the amount of acceptance credits 
this year. Eeserve Bank holdings have been restricted 
by the larger member bank holdings of bills, as well as by 
the limited volume of new bills created.

S e c u rity  M a r k e ts
Following a continuation during the first part of Sep

tember of the recovery of the last three weeks of August, 
stock prices again turned downward after the 10th of 
the month, and near the end of the month the general 
level was slightly below the previous low of the year 
reached in June. In the months following the severe 
decline of June, stock prices have been fluctuating within 
the relatively narrow range of about 20 points, as meas
ured by most of the well known stock price averages. 
Each moderate rise in stock prices has been followed by 
a relapse, so that no important change in the direction 
of the market has been discernible in several months. At 
the end of September the Standard Statistics Company 
index of 90 stocks was 7 per cent above the low of last 
November.

Moderate strength continued to be manifested in most 
divisions of the domestic bond market during Septem
ber. A further rise of about %  point carried prices of 
high grade corporation bonds to new high levels since
1928, and it was reported that the less high grade issues 
participated in the advance to a larger extent than had 
been the case in most preceding months. In the earlier 
part of the rise from the 1929 lows, municipal and rail

road issues, the groups of bonds more frequently classi
fied as “ legal”  for the investment of savings and trust 
funds, had the larger price advances. Recently, however, 
the higher yielding industrial and public utility bonds 
have participated in the rise more largely.

United States Government long-term bond issues were 
little changed during the first part of the month, but 
after the announcement of the Treasury’s intention to 
call the outstanding Treasury notes of Series A and B 
for redemption next March, there was an advance of 
nearly y2 point in the average price of the eight long
term issues now outstanding. Government short-term 
issues were very strong in the latter part of the month.

The foreign bond list was unsettled by political devel
opments in South America and Germany, and the aver
age price of 40 representative issues dropped about 1V2 
points following a decline of y2 point in the last week of 
August. Argentine, Brazilian, Chilean, German, and 
Peruvian issues all closed the month well below their
1930 highs. The German International 51/? per cent 
bonds floated last June at 90 sold as low as 80, and 
although there was some recovery from that level, showed 
a net decline of about 6 points for the month, a somewhat 
larger decline than occurred in most of the other German 
issues.

N e w  F in a n c in g

During September, the issuance of new securities was 
resumed on a larger scale than in August, when the usual 
mid-summer dulness prevailed. The increase was largely 
in domestic corporate bond offerings, but foreign issues 
also increased, and both classes appear to have been 
larger than in September 1929. Municipal and state 
financing showed no expansion and was smaller than a 
year ago, according to a preliminary compilation. The 
amount of new stock issues was relatively small, as has 
been the case for some months.

Final figures covering new financing during the month 
of August indicate a total of only $273,000,000 for all 
types of securities. This was less than half of the July 
flotations and about one-third of the August 1929 
financing, and the total appears to have been the small
est for any month since August 1928. Of the total 
offered, a substantial amount was for refunding pur
poses, so that only $187,000,000 represented new capital 
funds. Domestic corporate security issues, which were 
about evenly divided between bonds and stocks, totaled 
$83,000,000, the smallest amount in many months. State 
and municipal issues, while smaller than in most pre
ceding months of this year, were in approximately the 
same volume as a year ago.

For the first eight months of this year new capital 
issues of domestic corporations have reached a total of 
$3,700,000,000; new bond flotations at $2,400,000,000 
have totaled $900,000,000 more than a year ago, while 
stock issues at $1,300,000,000 have shown a decline of 
$2,900,000,000. State and municipal issues have in
creased $130,000,000 to $950,000,000 for the eight 
months.

Despite an August drop, the amount of new capital 
raised in this country for use abroad during the January 
to August period of this year has been considerably
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larger than in the corresponding period of last year, and 
nearly as large as in 1928. These figures include not only 
issues of foreign borrowers, but also sales of securities 
by domestic corporations where the proceeds of such 
issues are used in foreign countries. The following table 
indicates that there has been a considerable change in 
the type of foreign financing between 1929 and 1930. A  
year ago, corporate financing exceeded issues of a gov
ernmental nature, whereas this year governmental issues 
have predominated, as in each of the three years prior 
to 1929.

(In millions of dollars)

1926 1927 1928 1929 1930

Governmental............................... 336 5S0 559 208 541
271 295 339 385 318

Total..................................... 607 875 898 593 859

F o re ig n  E x c h a n g e
The European exchanges on the whole showed con

siderable weakness in the first half of September, fol
lowed by greater steadiness and occasionally some real 
strength. Sterling, which had averaged over $4.87 
during August, declined to $4.85 31/32 on September 15, 
recovered slightly in the ensuing week, but declined 
again below $4.86 toward the end of the month. French 
francs throughout the month were weaker than in Au
gust, touching $0.0393 only rarely. Reichsmarks, which 
averaged $0.2389 1/16 in August, weakened irregularly 
from $0.238714 on September 2 to a low of $0.2380% on 
the 22d, and then steadied at around $0.2381V2. Guild
ers declined 2%  points to $0.4025 on the 12th, after 
which they showed considerable strength, closing at 
$0.4034. In addition to the guilder, Austrian schillings, 
Swiss francs, Swedish crowns, and Canadian dollars, all 
stood appreciably above par. The Spanish peseta fluctu
ated widely and toward the end of the month it was 
somewhat above its opening position of $0.1063.

The Argentine peso reached a new low quotation at 
$0.7874 on September 2. A  temporary recovery to $0.84 
followed on the 1 1 th, but the trend has been downward 
since. Brazilian milreis recovered decidedly from 
$0.0970 on the 2d to $0.1045 on the 27th, but were still 
well below their parity of $0.1196. Intermittent gold 
exports to Canada left the exchange rate comparatively 
unaffected, and Canadian dollars ruled uninterruptedly 
at a premium. Though several shipments of gold arrived 
from Japan, the yen dipped sharply around the middle 
of the month, but subsequently advanced and closed 
higher than in the first part of September. The Shang
hai tael remained above $0.40 nearly all the last half of 
the month, marking a steady recovery from $0.37%  
early in August.

G o ld  M o v e m e n t
Withdrawals of gold from New York for shipment to 

Canada continued to take place in September, amount
ing in all to $7,000,000. In addition, $3,000,000 was ex
ported to Italy and $965,000 to Venezuela. Receipts 
from South America and the Far East made up the bulk 
of the imports, $1,300,000 having arrived from Brazil, 
$2,300,000 from Uruguay, and $1,000,000 from Vene
zuela at the Port of New York, and $4,200,000 from

Japan and $500,000 from China at San Francisco. There 
was also a net decrease of $4,000,000 in the amount of 
gold held under earmark for foreign account. The Sep
tember change in this country’s gold stock through 
actual movements and changes in earmarked gold is 
estimated to have been a net gain of $3,000,000; the net 
gain for the year to date has accordingly increased 
slightly to $202,000,000.

Switzerland continued to withdraw gold at the Bank 
of England, taking £350,000 in September, while France, 
after a month’s interruption, again appeared as a pur
chaser, withdrawing £900,000 of gold from the bank. 
France also obtained £2,800,000 of the South African 
gold in the market during the past month. Gold exports 
from Berlin to Paris of about 70,000,000 reichsmarks 
were reported.

C e n tra l B a n k  R a te  C hanges
In Europe the National Bank of Austria, and in 

South America the central banks of Peru and Colombia, 
lowered their discount rates during September. The 
Austrian rate was reduced on the 10th to 5 per cent 
from the 5%  per cent level at which it had ruled since 
May 24. On the 1st, the Reserve Bank of Peru lowered 
its rate from 8 to 7 per cent, the higher rate having been 
in force since August 18, 1930. The central bank of 
Colombia, the Bank of the Republic, reduced its rate to
7 per cent on the 19th, the previous rate of 8 per cent 
having been established on May 21, 1930.

E m p lo y m e n t
In the latter part of August and in September there 

appears to have been an increase in employment of 
something like the usual seasonal proportions. This is 
indicated by the accompanying diagram, which shows 
the ratio between orders for workers and applications 
for employment at New York State employment offices. 
This ratio rose at least as much as usual in the latter 
part of August and has pursued in September about the 
same course as in the previous two years, although it 
has remained at a considerably lower level.

At the middle of August the number of workers em
ployed in representative factories throughout the United
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States showed a decline of slightly less than 1  per cent 
compared with the middle of July. Usually the autumn 
increase in employment starts during this period; conse
quently, the small decrease this year resulted in a further 
decline in this bank's seasonally adjusted employment 
index, which in August equaled the lowest point in 1922 
and was only 3 per cent above the low of 1921.

In New York State, reports on factory employment 
showed similar tendencies. However, while employment 
in all manufacturing industries combined showed a 
further decline instead of the usual moderate seasonal 
increase, there were a number of individual industries 
in which the August changes compared favorably with 
those of a year ago. The woolen mills and men’s cloth
ing factories increased their working forces more than 
in the corresponding month last year; the machinery 
and electrical apparatus, instruments and appliances, 
and men’s furnishing industries reduced working forces 
less than last year; and the automobile and knit goods 
industries employed more people than in July, whereas 
last year they reduced the number of their employees. 
In all of these industries, however, employment con
tinued well under the levels of the year previous.

B u ild in g
After declining in August to the lowest level of the 

past six years, excepting only the mid-winter months of
1929-30, the volume of building contracts awarded in 37 
Eastern states during the first 19 days of September was 
reported to have been slightly above the level of the 
previous month. Residential contracts were only moder
ately below September 1929, and public works and utility 
construction compared favorably with the contracts 
placed a year ago, but other non-residential contracts 
were materially below last year’s level.

For the month of August, the F. W . Dodge Corpora
tion reports showed a volume of building contracts 
awarded in the 37 Eastern states that was 5 per cent 
smaller than in the previous month and 29 per cent be
low the August 1929 figure. The accompanying diagram 
indicates that recently there has been a considerable de
cline in non-residential contracts, chiefly in industrial 
and commercial projects. On the other hand, contracts 
for public works and utilities, shown separately from 
other non-residential work in the diagram, have been 
maintained during the past few months in a volume about 
equal to a year ago, and monthly totals for residential 
contracts have shown more stability in the past four

MILLIONS OF DOLLARS MILLIONS OF DOLLARS

months following the substantial decline that has per
sisted since early in 1928.

The volume of building and construction work con
tracted for during the period from the first of January 
through the end of August totaled nearly 20 per cent 
less than in the corresponding months of 1929, and was 
smaller than in the first eight months of any year since 
1924.

In the Metropolitan area of New York, a district that 
usually accounts for between one-fourth and one-fifth of 
all contracts awarded in the 37 Eastern states, August 
contracts for building and construction work were 1 1  per 
cent larger than in the previous month and about 1  per 
cent larger than in August 1929; and during the first 19 
days of September the daily average contract awards 
were above those of August 1930, or of September a 
year ago.

C o m m o d ity  P rices
The upturn in commodity price indexes early in 

August, caused by higher prices for agricultural com
modities on account of the drought, was followed by a 
period of some stability in the latter part of August and 
the early part of September, but renewed weakness 
again developed in commodity prices during the latter 
part of September. Consequently, the weekly index of 
prices of more than 450 commodities, which is com
puted by the National Fertilizer Association, declined 
in the last two weeks of September to new low levels for 
recent years, as the diagram on the next page shows.

Grain prices weakened around the middle of Septem
ber, and subsequently lost a good part of the August 
advances that were occasioned by the deterioration of 
crops. Cash wheat sold down to 791/4 cents a bushel, as 
compared with a high price of 96% cents reached during 
August, and the future deliveries were reported to have 
reached the lowest points since 1906. The price of corn 
reacted to 83l/2 cents from the high of $1.02 in the early 
part of August, but remained 10 cents above the year’s 
low. Live stock prices advanced markedly in August 
and early September, and hide prices showed some in
crease, but just before the close of September a part of 
these gains was lost.

The price of cotton fell in September to 10.25 cents a 
pound, reported to be the lowest since 1915. A com
posite of raw silk prices declined to a new record low of 
$2.59 a pound, while domestic wool was steady at a little 
below 65 cents. Fairchild’s composite fiber index, which
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PER CENT

National Fertilizer Association; 1926-28 =  100 per cent)

in c lu d e s  c o tto n , w ool, r a y o n ,  a n d  s ilk , f e l l  to  a  le v e l 13 
p e r  c e n t  u n d e r  th e  1911-1913  a v e ra g e . T h e  p r ic e  o f 
c ru d e  r u b b e r  d e c l in e d  f u r t h e r  to  7 2̂ c e n ts  a  p o u n d , th e  
lo w e s t lev e l in  th e  h is to r y  o f th e  in d u s t r y ,  fo l lo w in g  r e 
p o r ts  t h a t  th e  B r i t i s h  a n d  D u tc h  G o v e rn m e n ts  h a d  d e te r 
m in e d  n o t  to  a t t e m p t  a n y  r e s t r i c t io n  o f o u tp u t .  T h e  
p r ic e  o f r e f in e d  s u g a r  w a s  lo w e re d  f u r t h e r  to  4 .35  ce n ts .

M e ta l  p r ic e s  a lso  sh o w e d  a n  e a s ie r  te n d e n c y . D o m e s tic  
c o p p e r  f e l l  to  10 c e n ts , w h ic h  w a s  r e p o r te d  to  be  th e  
lo w es t p r ic e  s in ce  1897. Z in c  d e c lin e d  to  4 .25  c e n ts , 
lo s in g  m o s t o f th e  re c o v e ry  w7h ic h  h a d  c a r r ie d  i t  f ro m  
th e  low  o f 4 .05  c e n ts  to  a  h ig h  o f 4.771/2 c e n ts  a t  th e  
e n d  o f J u l y .  T in  a lso  d e c lin e d , w h ile  le a d  wTas u n 
c h a n g e d  a t  th e  le v e l r e a c h e d  e a r ly  in  A u g u s t .  T h e  
I r o n  A g e  a v e ra g e s  o f  f in ish e d  s te e l  a n d  p ig  iro n  d e c lin e d  
s l ig h t ly  f u r t h e r  to  th e  lo w es t lev e ls  s in ce  1922 a n d  1915, 
r e s p e c tiv e ly . S c r a p  s te e l, w h ic h  u s u a l ly  re s p o n d s  q u ic k ly  
to  a n y  c h a n g e  in  th e  in d u s t r i a l  s i tu a t io n ,  ro se  $1 .00  a  
to n  in  A u g u s t  a n d  e a r ly  S e p te m b e r , b u t  sh o w e d  n o  f u r 
th e r  a d v a n c e  in  th e  l a t t e r  h a l f  o f S e p te m b e r . C o a l p r ic e s  
in c re a s e d  so m e w h a t, w h ile  c ru d e  p e tro le u m  q u o ta t io n s  
d e c lin e d .

P r o d u c t io n
I n d u s t r i a l  a c t iv i ty  a p p e a r s  to  h a v e  sh o w n  n o  m a te r ia l  

c h a n g e  d u r in g  S e p te m b e r ,  a f t e r  a llo w a n c e  f o r  s e a so n a l 
te n d e n c ie s , a n d  a g g re g a te  p r o d u c t io n  r e m a in e d  r e la t iv e ly  
s m a ll. T h e  s te e l  i n d u s t r y  o p e ra t in g  r a t io ,  a s  e s t im a te d  
b y  I r o n  A g e , a d v a n c e d  to  61 p e r  c e n t  o f th e o re t ic a l  
c a p a c i ty  to w a r d  th e  close o f th e  m o n th , a s  c o m p a re d  
w i th  a  low  o f  52 p e r  c e n t  in  th e  e a r ly  p a r t  o f A u g u s t ,  
w h ic h  w o u ld  in d ic a te  t h a t  ev en  a f t e r  s e a so n a l a d j u s t 
m e n t,  s te e l  o u tp u t  f o r  th e  m o n th  w o u ld  sh o w  a n  in c re a s e . 
P r o d u c t io n  o f b i tu m io u s  co a l a lso  sh o w e d  a  m o re  th a n  
se a so n a l in c re a s e . O n  th e  o th e r  h a n d ,  th e r e  w e re  r e 
p o r ts  o f f u r t h e r  r e s t r i c t io n  o f  o u tp u t  in  th e  a u to m o tiv e  
in d u s t r y ,  a n d  on e  o f  th e  im p o r t a n t  p r o d u c e r s  o f  low - 
p r ic e d  c a rs  w a s  r e p o r te d  to  h a v e  c u r ta i l e d  o p e ra t io n s  
m a rk e d ly  in  o r d e r  to  p r e p a r e  f o r  th e  in t r o d u c t io n  o f a 
n e w  m o d e l. O u tp u t  o f c ru d e  p e tro le u m  re c e d e d  f u r t h e r  
in  re s p o n s e  to  c o n t in u e d  e ffo r ts  to w a rd s  th e  l im i ta t io n  
o f  p r o d u c t io n .  C o tto n  g o o ds p r o d u c t io n  c o n t in u e d  a t  a

low  lev e l d u r in g  th e  f i r s t  th r e e  w eek s  o f  S e p te m b e r ,  a l 
th o u g h  sa le s  w e re  r e p o r te d  to  h a v e  in c re a s e d  to  a  v o lu m e  
c o n s id e ra b ly  in  ex cess  o f th e  c u r r e n t  r a t e  o f  p r o d u c t io n .

D u r in g  A u g u s t ,  a l th o u g h  th e r e  wTas  n o  p r o n o u n c e d  
c h a n g e , th e  w e ig h t  o f  e v id e n c e  p o in te d  to w a r d  a  s m a ll  
f u r t h e r  d e c lin e  in  p r o d u c t iv e  a c t iv i ty  to  th e  lo w e s t le v e l 
r e a c h e d  so f a r  d u r in g  th e  c u r r e n t  b u s in e s s  rece ss io n . 
A u to m o b ile  p r o d u c t io n  w a s  f u r t h e r  c u r ta i le d ,  a n d  th is  
b a n k ’s s e a s o n a lly  a d ju s t e d  in d e x  d e c l in e d  to  th e  lo w es t 
le v e l s in ce  la s t  D e c e m b e r , w h e n  p r o d u c t io n  w a s  la r g e ly  
su s p e n d e d . A  fa v o ra b le  d e v e lo p m e n t, h o w e v e r, w a s  th e  
f a c t  t h a t  th e r e  w a s  n o  f u r t h e r  g e n e r a l  d e c lin e  in  m e ta l  
p ro d u c t io n ,  fo llo w in g  th e  s h a r p  c u r ta i lm e n t  o f  J u l y .  
O u tp u t  o f s te e l  in g o ts  in c re a s e d  6 p e r  c e n t  in  A u g u s t ,  
th e  f i r s t  a d v a n c e  in  s ix  m o n th s , w7h e re a s  o r d in a r i ly  th e re  
is  n o  m a te r ia l  c h a n g e  b e tw e e n  J u l y  a n d  A u g u s t .  T h e  i n 
c re a se  in  p r o d u c t io n  w a s  a c c o m p a n ie d , h o w e v e r, b y  a  
s u b s ta n t i a l  d e c lin e  in  u n f i l le d  o r d e r s  o f  th e  U n i te d  
S ta te s  S te e l C o rp o ra t io n .  O u tp u t  o f  c o p p e r  a n d  o f  le a d  
h a d  a  l i t t l e  m o re  th a n  th e  u s u a l  s e a s o n a l e x p a n s io n , a n d  
z in c  p r o d u c t io n  in c re a s e d  s l ig h t ly  in s te a d  o f sh o w in g  th e  
u s u a l  s m a ll  d e c lin e . P ig  i r o n  p r o d u c t io n ,  h o w e v e r, d e 
c l in e d  4  p e r  c e n t  f ro m  J u l y ,  in  c o n t r a s t  to  a  s l ig h t  i n 
c re a se  in  m o s t o f  th e  p r e c e d in g  y e a r s ,  a n d  t i n  d e l iv e r ie s  
sh o w e d  a  m a rk e d  u n s e a s o n a l  d e c lin e .

I n  th e  f u e l  in d u s t r ie s ,  b i tu m in o u s  co a l p r o d u c t io n  in 
c re a se d  s l ig h t ly  less  t h a n  se a so n a lly , a n d  o u t p u t  o f coke 
a n d  o f c r u d e  p e tro le u m  d e c lin e d  s l ig h t ly  f u r t h e r ,  w h ile  
a n th r a c i t e  o u tp u t  ro se  m o d e ra te ly .  I n  a l l  b r a n c h e s  o f th e  
te x t i le  in d u s t r ie s ,  a c t iv i ty  d e c l in e d  in  A u g u s t  in s te a d  o f 
s h o w in g  th e  s e a s o n a l e x p a n s io n  t h a t  u s u a l ly  b e g in s  w i th  
t h a t  m o n th , a n d  a  co m p o s ite  in d e x  o f te x t i le  o u tp u t  
r e a c h e d  a  n e w  low  lev e l s in ce  1921.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Aug. June July Aug.
M etals

129 100 91 86
134 101 82 86

Copper, U. S. mines.................................. 112 81 79 80p
96 90 92 93

104 78 73 75
Tin deliveries............................................. 110 86 94 85

Automobiles
Passenger cars........................................... 122 76 60 51 p
Motor trucks............................................. 110 87 79 70p

Fuels
Bituminous coal......................................... 83 72 69 68
Anthracite coal.......................................... 79 74 78 86

121 101 94 88
Petroleum, crude....................................... 119 95 92 91p
Petroleum products................................... 104 92 90

Textiles and Leather Products
Cotton consumption................................. 99 73 71 65
Wool mill activity..................................... 101 80 74 70p
Silk consumption....................................... 109 64 84 75
Leather, sole.............................................. 109 111 123 114p
Boots and shoes......................................... 123 91 96p 91p

Foods and Tobacco Products
Live stock slaughtered.............................. 99 92 92 93
Wheat flourr.............................................. 106r 102r 105r lOlr
Sugar meltings, U. S. ports...................... 102 74 93 74p
Tobacco products...................................... *106 107 105 100

Miscellaneous
124 118 114 114
8 Fr 81r 64 r 66r

Printing activitvr..................................... lOfir 94r 95r
Paper, newsprint....................................... 91 81 78 75

111 98 94r 9 5p

p Preliminary r Revised
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This bank’s indexes of the distribution of goods and of 
general business activity indicate a continued low level 
in August as compared either with last year or with the 
long-time trend of growth, and such information as is 
now available indicates no material change in September. 
Average daily car loadings of merchandise and miscel
laneous freight showed slightly less than the usual sea
sonal increase in August, and remained under the levels 
of the past five years. Loadings of heavy bulk material 
also increased less than seasonally in August, and re
mained at a comparatively low level. Furthermore, dur
ing the first two weeks of September, it appears that 
loadings of merchandise and miscellaneous freight 
showed no more than the usual seasonal increase.

Average daily sales of the reporting department stores 
in the Second District during August increased season
ally over July, but newspaper and magazine advertising 
and life insurance sales declined, after seasonal adjust
ment. The number of business failures remained rela
tively large.

(Adjusted for seasonal variations and usual year-to-year growth)

Indexes of Business Activity MILLIONS OF DOLLARS

Primary Distribution
Car loadings, merchandise and misc.
Car loadings, other.............................
Exports................................................
Imports.............................................. .
Panama Canal traffic..........................

Distribution to Consumer
Depart ment store sales, 2nd Dist.. . . 
Chain store sales, other than grocery.
Life insurance paid for........................
Advertising r........................................

General Business Activiiy
Brink debits, outside of New York City..
B^nk debits. New York C'ity. ................
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...........................................
E le c tr ic  p o w e r ..........................................................
Employment in the United States..........
Business failures........................................
Building contracts.....................................
New corporations formed in N. Y. State r 
Real estate transfers.................................
General price level*..............
Composite index of wages*. 
Cost of living*......................

1929

Aug.

105r
97100122
92

99
103
101
lOOr

117
195

135
228
404100
104
103
109
99

lOlr
78

182
227
174

1930

June

92r
80
81
93
71

99 
89 
95 
87 r

104
141
114 
146 
269
94
91
90

124
115 
90r 
65

169
225
165

July

89r
80

90
77

9586
94
85r

96
115

105
118
212
94
93p
87

117
72
92r
62

167
223
164

Aug.

88r 
78 
88p 
84 p 
70

95
89
89
82r

95
109
103112
163 
91
85

117
72

63

166
223
164

p Preliminary * 1913 = 100 
r Revised

F o re ig n  T ra d e

In August, the total foreign merchandise trade of this 
country did not show quite as large a percentage decline 
from a year ago as in July. The August exports of 
$300,000,000 were 13 per cent larger than in July, and 
imports, valued at $217,000,000, were only slightly lower. 
This arresting of the decline in this country’s foreign 
trade, which, as the accompanying diagram shows, has 
been in progress during recent months, may be ascribed 
in part to seasonal influences. The value of exports and 
imports remained 21 and 41 per cent, respectively, 
smaller than in August 1929, reductions which are ac-
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1924 1925 1926 1927 1928 1929 1930
Foreign Trade of the United States; Monthly Exports and 

Imports of Merchandise

counted for by decreases in the volume of foreign trade 
as well as by the decline in commodity prices.

Compared with a year ago, large declines again oc
curred in the value of all major groups of imports. 
There were, however, slight increases over July in the 
value of imports of crude materials and finished manu
factures. Volume receipts of both crude rubber and raw 
silk showed gains from the previous month, although 
they remained less than in August 1929.

Every group of exports was larger in value than in 
July, due more or less to seasonal influences, especially 
in those exports which are related to crop movements, 
such as crude materials and crude foodstuffs. There 
was a gain over the previous month of $13,000,000 in the 
value of exports of raw cotton, and of $12,000,000 in 
grain exports. Compared with a year ago, raw cotton ex
ports showed an increase in value of $4,000,000 or 14 
per cent, accompanying a gain of 62 per cent in volume. 
Due to this increase, the total value of crude materials 
exported during the month showed an increase of 4 per 
cent over a year ago, contrary to the general tendency. 
On the other hand, there were declines from a year ago 
of $4,000,000 in the value of exports of grains, $8,000,- 
000 in farm machinery, and $19,000,000 in automobiles.

C h a in  S to re  T ra d e

The August sales of the reporting chain stores in this 
district were 8 per cent below a year previous, the larg
est decrease ever reported to this bank, but part of the 
reduction undoubtedly was due to the fact that there 
was one less selling day than in August 1929. Grocery 
chains again were the only type that reported sales 
larger than last year, and the increase in their average 
daily sales was the smallest this year, probably due in 
part to the decline in food prices during recent months. 
The sales of shoe, variety, and candy organizations 
showed the largest declines in recent months, and the 
sales of ten cent and drug chain systems also showed 
unusually large decreases.

All lines of chains showed decreases in sales per store, 
reflecting, in some cases, the smaller amount of business

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

October 1, 1930



80 MONTHLY REVIEW, OCTOBER 1, 1930

done by new stores, as well as the effect of generally 
slow business.

T y p e  o f  s to re

G r o c e r y ......................... ..
T e n  c e n t ..........................Drug..................
Shoe........................
Variety....................
C a n d y .............................

T o t a l .....................

P e rce n ta g e  ch a n g e  A u g u st  1930 
co m p a r e d  w ith  A u g u st  1929

Number
o f

sto re s

+ 6.6 
+  6 .7  
—  2 .3  
+  5 .4  
+  1 3 .6  0
+  6 .9

Total
sa les

+ 1.8 —10.8 
— 1 3 .8  
— 1 8 .6  
—  8 .4  
— 1 1 .4

— 8.0

S ales
per

s to re

—  4 .6  
— 1 6 .5— 11.8 —22. S 
— 1 9 .4  
— 11 .4

— 1 3 .9

W h o le sa le  T r a d e
A ugust sales of wholesale dealers in  this district 

averaged 24 per cent sm aller than  a year ago, a decline 
of the same am ount as in Ju ly . The decline in com
modity prices during  the past year undoubtedly has 
been an im portant factor in the decrease in sales, and 
one less business day than  in A ugust 1929 made the 
reductions in A ugust sales slightly larger than  would 
otherwise have been the case. The decreases in the sales 
of groceries, stationery, paper, and jew elry were the 
largest reported during  the period covered by this 
b an k ’s records, and the decrease in d rug sales was the 
largest since December 1927. Sales of m en’s clothing, 
cotton goods, and shoes, and machine tool orders also 
continued to show unusually large declines from  a year 
previous, although the decreases were not as large as 
those reported in J u ly ;  sales of diamonds and hardw are 
showed somewhat larger declines than in Ju ly . Y ard
age sales of silk goods, reported by the Silk Association 
of America, however, showed the smallest decrease from 
a year ago since May.

The value of stocks of groceries, cotton goods, h a rd 
ware, and diamonds continued to be sm aller than  in 
1929, but the value of stocks of shoes and drugs re
mained larger than last year. Stocks of jew elry and 
quantity  stocks of silk goods on hand at the end of 
A ugust were sm aller than a year ago, a fte r showing in
creases in Ju ly . Collections were somewhat slower than  
a year previous in most lines.

C o m m o d it y

P e rce n ta g e  
ch a n g e  

A u gu st 1930 
co m p a re d  w ith  

J u ly  1930

P e rce n ta g e  
ch a n g e  

A u g u st 1930 
co m p a re d  w ith  

A u g u st  1929

P e r  ce n t  o f  
a c co u n ts  

ou ts ta n d in g  
J u ly  31 

co lle c te d  
in  A u g u st

N e t
sa les

S to ck  
en d  o f 
m on th

N e t
sales

S to ck  
en d  o f 
m o n th 1929 1930

G ro c e r ie s ................................ —  9 .0 +  2 .0 — 1 6 .7 —  2 .6 7 6 .8 7 2 .4
M e n ’ s c l o t h in g ................... +  131 2 — 2 8 .6 3 3 .8 3 3 .2
C o t to n  g o o d s ...................... + 1 5 . 6 +  3 6 — 2 4 .1 — i o  .7 3 6 .6 35 7
Silk  g o o d s ............................. + 3 5 . 4 * —  6 .1 * —  8 .4 * —  4 .6 * 4 7 .5 4 3 .6
S h o e s ....................................... + 2 3 . 4 —  1 0 .0 — 2 3 .0 +  0 .8 3 8 .8 3 7 .1
D r u g s ...................................... +  1 0 .7 + 2 1  9 — 1 3 .3 + 4 2 .1 3 6 .1 4 2 .0
Hn rd w a r e ............................. —  1 .4 +  7 .1 — 1 9 .1 — 1 3 .7 4 7 .8 4 5 .7
M a ch in e  t o o ls * * ............... + 2 4 . 9 — 61 .8
S ta t io n e r y ............................. — 11 .0 — 2 7 .3 6 7 '.3 6 7 .9
P a p e r .......................................
D ia m o n d s .............................

—  2 .6  
—  4 .9 — 2 3 ’.9

— 2 2 .6
— 4 8 .4 — 32 2

5 6 .5  
| 2 7 .2

55 .4  
} 2 0 .7J e w e lr y ................................... + 2 1  .6 — 1 7 .1 — 4 4 .8 — 1 8 .3

W e ig h te d  a v e ra g e + 3 1 . 7 | — 23 6 5 0 .2 4 8 .2

D e p a r tm e n t  S to re  T ra d e
The to tal A ugust sales of the reporting  departm ent 

stores in this d istrict showed a 7 per cent decline from a 
year previous, the largest decrease reported so fa r  this 
year. However, there was one less selling day than in 
A ugust 1929, and the decrease in the average daily vol
ume of sales was no larger than in Ju ly . The to tal sales 
of the New York City stores showed a decline of almost 
6 per c e n t; the reporting  Newark and Rochester d ep art
m ent stores showed decreases in sales of 6 per cent and 
7.7 per cent, respectively, following an increase in sales 
in J u l y ; and sales in other localities declined from 9 per 
cent to 18 per cent from  a year previous. The leading 
apparel stores continued to report a substantial decrease 
in sales, bu t the decline in the daily average volume of 
sales was the smallest since May.

Stocks of merchandise on hand a t the end of the 
month, valued at retail prices, showed a larger decrease 
from  a year ago than  in any previous m onth in several 
years. The percentage of outstanding charge accounts 
collected during  the m onth was nearly  2 per cent lower 
than  in A ugust 1929.

L o c a li ty

N e t
sa les

S to ck  
on  h and 
en d  o f 
m o n th 1929 1930

N e w  Y o r k ......................................................................... —  5 .8 —  5 .3 4 2 .9 4 1 .1
B u f fa lo ................................................................................ —  9 4 —  3 .0 48  2 44  0
R o c h e s t e r .......................................................................... —  7 7 — 1 4 .2 3 3 .8 3 1 .4
S v r a c u s e ............................................................................ — 1 5 .7 — 1 1 .1
N e w a r k .............................................................................. —  6 .0 — 1 4 .9 4 0 .5 3 6 .4
B r id g e p o r t ........................................................................ — 1 5 .2 — 14 3 37 1 36 7
E ls e w h e r e ......................................................................... — 1 4 .5 —  5 .9 3 9 .4 3 5 .4

N o r th e rn  N e w  Y o r k  S t a t e .......................... — 1 7 .2
C e n tra l N ew  Y o rk  S t a t e ................................... — 1 3 .4
S o u th e rn  N ew  Y o r k  S t a t e ................................ — 18 2
H u d so n  R iv e r  V a lley  D is t r i c t ....................... — 1 0 .6
C a p ita l D is t r i c t ....................................................... — 14 0
W e stch e ste r  D is t r ic t ............................................ — 1 3 .2

A ll d e p a r tm e n t s t o r e s .................................... —  7 .2 —  6 .9 4 0 .5 3 8 .7

A p p a re l s t o r e s ..................................................... — 1 3 .1 —  6 .5 3 9 .3 3 5 .7

P e rce n ta g e  
ch a n g e  

A u g u st  1030 
co m p a re d  w ith  

A u g u st  1929

P e r  ce n t  o f  
a c co u n ts  

o u ts ta n d in g  
J u ly  31 

co lle c te d  in  
A u g u s t

Sales and stocks in m ajor groups of departm ents are 
com pared with those of A ugust 1929 in  the following 
table.

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association

N e t sa les 
p e r ce n ta g e  ch a n g e  

A u g u st  1930 
co m p a r e d  w ith  

A u g u st  1929

S to ck  on  h a n d  
p e rce n ta g e  ch a n g e  

A u g u st  31, 1930 
co m p a re d  w ith  

A u g u st  31, 1929

F u rn itu re .............................................................. +  1 .1 —  3 .8
T o ile t  a r tic les  a n d  d r u g s ............................ +  0 .9  

+  0 .3  
—  3 .7

—  0  6
T o y s  a n d  sp o rtin g  g o o d s ............................ — 1 6 .9
C o t to n  g o o d s ...................................................... +  1 .9
M e n ’s fu r n is h in g s ........................................... —  5 .5 —  9 .1
Silks a n d  v e lv e t s ............................................. —  5 7 — 2 3 .0  

— 1 0 .4  
— 14 2

W o m e n ’s re a d y -to -w e a r  a cce s so r ie s .. . 
S ilv erw are  and  je w e l r y ................................

—  6 .0  
—  7 .0

W o m e n ’s a n d  M isse s ’ r e a d y -t o -w e a r . .  
H o s ie r y ..................................................................

—  8 .6  
— 1 0 .2

— 17 6 
— 1 0 .7

H o m e  fu rn is h in g s ............................................ — 10 5 —  6 .2
M e n ’s a n d  B o y s ’ w e a r .................................. — 11 .3 — 1 1 .0
S h o e s ....................................................................... — 1 2 .2 —  9 .7
B o o k s  a n d  s t a t io n e r y ................................... — 1 3 .1 —  3 2
W o o le n  g o o d s .................................................... — 1 3 .6 — 1 6 .5
L u g g a g e  an d  o th e r  lea th er g o o d s ..........
L in en s an d  h a n d k e rch ie fs ..........................

— 13 7 
—  1 4 .3

—  8 .9  
+  5 .1

M u s ica l in stru m e n ts  a n d  r a d i o .............. — 1 4 .3 — 1 2 .3
M is c e lla n e o u s .................................................... — 1 4 .5 — 2 0 .4
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Minerals Combined, Adjusted for Seasonal Vari
ations (1923-25 average = 1 0 0  per cent)

1926 1927 1928 1929 1930
Index Numbers of Factory Employment and Pay

rolls, Without Adjustment for Seasonal Vari
ations (1923-25 average =  100 per cent)

Wholesale Price Indexes of the United States Bu
reau of Labor Statistics (1926 average 

=  100 per cent)
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1926 1927 1928 1929 1930
Monthly Averages of Weekly Figures for Reporting 

Member Banks in Leading Cities (Latest fig
ures are averages of first 2 weeks 

of September)

B u sin e ss  C o n d it io n s  in  th e  U n it e d  S ta te s

(Summarized by the Federal Eeserve Board)
I NDUSTRIAL production as a whole was in the same volume in August as in 

July, contrary to the usual upward trend at this season, although there were 
seasonal increases in activity in a number of basic industries. Factory employ
ment and payrolls declined further. The general level of commodity prices at 
wholesale, which had declined continuously for a year, remained unchanged 
between July and August, advances in price being reported for certain 
important agricultural staples.

P r o d u c t io n

The Board's index of industrial production, which makes allowance for 
seasonal variations, continued to decline in August. Production of automobiles, 
pig iron, lumber, and sugar decreased, and there was a reduction in the con
sumption of cotton and wool. In the bituminous coal and silk industries, there 
was less increase than is usual at this season, while in steel, cement, flour, and 
shoes the increase was slightly more than seasonal. During the first two weeks 
of September, activity at steel plants increased, while a further reduction in 
output of automobiles was reported.

Building contracts awarded, as rejjorted to the F. W. Dodge Corporation, 
were in slightly smaller volume during August, largely on account of reduc
tions in educational and industrial construction projects. Residential building 
contracts continued small. During the first two weeks in September, awards 
averaged about the same as in August.

At the middle of August, the latest date for which figures are available, 
the number of wage earners employed in factories and the volume of factory 
payrolls was smaller than in the middle of July. There were decreases in 
employment in the iron and steel and cotton textile industries, and at foundries 
and machine shops, automobile plants, and saw mills. Substantial seasonal 
increases occurred in the canning and preserving, bituminous coal mining, and 
clothing industries.

A g r ic u l t u r e

September first estimates by the Department of Agriculture indicate a 
corn crop of 1,983,000,000 bushels, about 700,000,000 bushels less than the five- 
year average; a spring wheat crop of 240,000,000 bushels, slightly larger than 
last year's unusually small crop, making the total wheat crop about equal to 
the five-year average; and a crop of oats of about the usual size. Condition 
o f pastures on September first was reported to be unusually poor. The cotton 
crop is expected to be about 14,340,000 bales, nearly one-half million bales less 
than last year.

D is t r ib u t io n

Volume of freight shipped by rail increased by slightly less than the usual 
seasonal amount during August. Sales of department stores were larger than 
in July, but continued considerably smaller than a year ago.

W h o l e s a l e  P r ic e s

There were increases during August in prices of many agricultural prod
ucts, especially meats, livestock, and grains, while the price of cotton decreased. 
Prices of mineral and forest products and of imported raw materials and their 
manufactures in general declined, with the principal exception of silk. The 
Bureau o f Labor Statistics index of wholesale prices showed no change from 
the preceding month.

During the first half of September, there were pronounced declines in 
prices of wheat, corn, hogs, pork, and rubber. Prices of cotton and woolen 
textiles remained fairly stable, while those of hides and coffee increased.

B a n k  Cr e d it

Between August 20 and September 17 there was an increase in member 
bank holdings of investments and in their loans on securities, while all other 
loans, wrhich include loans for commercial purposes, declined, contrary to the 
usual seasonal trend.

The volume of Reserve Bank credit outstanding showed a growth for the 
period, as is usual at this season, but the increase was relatively small owing 
to the fact that the seasonal demand for currency was smaller than in other 
recent years and owing to an addition of $15,000,000 to tlie country’s stock of 
gold. The increase was in holdings of acceptances, offset in part by a further 
decline in discounts for member banks to the lowest level since 1917.

Money rates continued at low levels during August and the first half of 
September, and the yield on high-grade bonds declined further. Discount rates 
at the Federal Reserve Banks of Dallas and Minneapolis, the only banks which 
had maintained a 4 per cent rate, were reduced to 3% per cent during September.
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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 November 1, 1930

M o n e y  M a r k e t  i n  O c t o b e r

The first three weeks of October, in which seasonal 
demands for credit and currency usually reach their 
mid-autumn peak, passed this year with only a tempo
rary tightening effect on the money market. The leading 
New York City banks borrowed moderate amounts inter
mittently at the Reserve Bank to maintain their reserve 
balances at the required levels ; call money was a little 
firmer than in the latter part of September, and rates on 
Stock Exchange time loans were slightly higher. Call 
money did not advance above 2 per cent, however, and 
in the latter part of the month there were evidences of

Money Rates at New York

Oct. 31,1929 Sept. 30,1930 Oct. 31,1930

Stock Exchange call loans.......................... *5-6 ♦1 J4-2 2
Stock Exchange 90 day loans................... 6 H 2 M - X 2 H
Prime commercial paper............................. 6-6 H 3 3
Bills— 90 day unindorsed...........................
Customers’ rates on commercial loans.. 
Treasury certificates and notes

lVs 1 Ht6.07 t4.00 t3.88

Maturing Dec. 15 (yield)......................
Maturing Mar. 15 (yield).....................

Federal Reserve Bank of New York re

3.94 1.25 1.32
3.73 1.77 1.67

discount rate...............................................
Federal Reserve Bank of New York

6 2 H 2 H

buying rate for 90 day indorsed bills 5 %2 %2

* For preceding week f t  Nominal t  Average rate of leading banks at 
middle of month J 1-75 days— 1J4 per cent
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the accumulation of surplus funds in the New York 
banks, and money conditions were generally easy.

Currency withdrawals from the Reserve Banks over 
the September month-end and continuing through the 
first half of October were about as large as the average 
for the corresponding weeks of previous years, and cur
rency in circulation showed a total increase of about 
$50,000,000. During the three weeks ended October 15 
there was also a substantial increase in the loans and 
discounts other than security loans of weekly reporting 
member banks. This increase was largely in New York 
City and probably reflected an increase in bank holdings 
of bankers acceptances and in loans to bill dealers 
against their portfolios of acceptances, rather than a 
general increase in commercial borrowing. A  consider
able part of the newly drawn acceptances have been held 
by New York banks in their own portfolios.

Se c u r it y  L oans

A substantial reduction in the security loans of the 
reporting banks occurred during October, accompanying 
a decline in stock prices to new low levels for the year. 
The accompanying diagrams show the course of three 
principal groups of security loans during the past five 
years, including loans to brokers placed for corporations 
and other non-banking lenders, as well as bank loans. It is

BILLIONS OF DOLLARS

Increase During Past Year in Brokers Loans Placed by New York City 
Banks for Own Account Has Partially Replaced Brokers Loans 

Withdrawn by Lenders Other Than Commercial Banks

Total Loans on Securities of All Reporting Member Banks Less Loansto Brokers Placed for New York City Banks' Own Account
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evident from these diagrams that the increase compared 
with a year ago in the security loans of weekly reporting 
member banks has been due to the fact that these banks 
are now supplying a part of the brokers loans which 
until recently were supplied by other lenders. In fact, 
the security loans of these banks now represent a larger 
proportion of the total credit issued against securities 
than at any other time during the five years. Brokers 
loans supplied by lenders other than commercial banks, 
including loans obtained by Stock Exchange members 
from private bankers, brokers, and others, have decreased 
over $4,000,000,000 during the past year to an amount 
less than $1,000,000,000, and are now the smallest since 
June 1926. At times the calling of these loans for 
‘ ‘ others’ 9 has proceeded more rapidly than the reduction 
in the total of brokers7 borrowings, so that the New York 
banks have been called upon to increase their loans to 
brokers. In addition, there has been a reduction during 
the past year of $1,200,000,000 in the loans to New York 
brokers placed for out-of-town banks. Actually this 
reduction was probably much more largely in loans for 
the customers of out-of-town banks than for their own 
account, so that in character it is probably similar to the 
reduction in the reported loans “ for account of others. ’ 9

Although this partial substitution of bank loans for 
loans from non-banking lenders has resulted in a con
siderable increase in the brokers loans of New York 
City banks for their own account, the New York banks 
are now in a much more comfortable position with 
respect to security loans than they were a year ago. In 
October of last year these banks had a potential liability 
of more than $5,200,000,000 on brokers loans placed for 
correspondent banks and for customers, a considerable 
part of which they might at any time be called upon to 
take over. On October 22, 1930, this potential claim 
upon bank resources had been reduced to a little over 
$1,000,000,000.

Security loans of reporting banks in October, after 
deducting the brokers loans of New York banks, were 
considerably below the high point of last November, as 
the second diagram shows, but were not greatly below 
the level of a year ago. During the interval there has 
been a considerable substitution of one type of security 
loan for another. At the time of the most severe decline 
in security prices last autumn and at other subsequent 
periods there has been a tendency for individual bor
rowers to go to their banks for credit to replace loans 
from their brokers. The increase from this and other 
causes has been more than offset by the liquidation of 
other security loans to customers.

M e m b e r  B a n k  I n v e s t m e n t s

The principal tendency toward expansion of member 
bank credit in October continued to be in investments. 
A further increase of nearly $300,000,000 in the invest
ment holdings of all reporting member banks occurred 
during the four weeks ended October 22. This brought 
the total increase from the low point of a year ago to 
more than $1,250,000,000, and, compared with the high 
point of 1928, there is now an increase of about $450,- 
000,000. The October increase was about evenly divided

between United States Government securities and other 
securities. More than half of the increase was in New 
York City banks.

This continued increase in the investments of New 
York banks gives further evidence of the present strong 
position of these banks. Last year, in addition to the 
potential liability for brokers loans previously referred 
to, the New York banks were indebted at the Reserve 
Bank for amounts varying between $100,000,000 and 
$300,000,000 during most of the year. In recent months 
they have been almost entirely out of debt, and many 
have had surplus funds for which they have had diffi
culty in finding profitable employment. The result is 
that they now have unusually large amounts employed 
in highest grade types of paper. Their holdings of self- 
liquidating bankers; acceptances at the beginning of 
October totaled $240,000,000, an amount larger than ever 
before, and a further increase undoubtedly has occurred 
during the month; holdings of United States Govern
ment securities are nearly $200,000,000 larger than a 
year ago; and holdings of municipal issues and other 
high grade bonds and notes have been materially 
increased. These banks are thus in a position to meet 
any demand for funds which may arise.

B il l  M a r k e t

The supply of bills coming into dealers9 hands was in 
excess of the investment demand during much of Octo
ber, due to a seasonal increase in new drawings of bills. 
As a result dealers’ portfolios nearly trebled in the first 
three weeks of the month, and reached the highest fig
ure since May. During the last week of October, how
ever, a lull in other demands for funds was accompanied 
by greatly increased investment buying of bills by the 
banks and a reduction in the amount of new bills offered 
to the dealers, so that dealers’ portfolios were reduced to 
a figure not materially in excess of their holdings at the 
opening of the month. Bill rates continued throughout 
the month at the levels established in the early summer.

Following a moderate increase in the first week of 
October, Federal Reserve bill holdings showed successive 
decreases and on the last report date were $27,000,000

MILLIONS OF DOLLARS
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lower than the holdings four weeks earlier. This decrease 
in Reserve Bank holdings during the month in which 
ordinarily they increase most rapidly was due in part to 
the low rates at which the dealers were able to obtain 
funds from the commercial banks to carry their increas
ing portfolios, but more largely to the heavy investment 
demand for bills from sources other than the Reserve 
Banks, which developed in the latter part of the month. 
It is unlikely, however, that the Federal Reserve bill 
portfolio would have shown as large an increase as in the 
two previous years in any event, as the increase in the 
total volume of bills outstanding has probably been 
smaller. The September increase in outstandings this 
year amounted to $27,000,000, as compared with $72,- 
000,000 in September a year ago, and $52,000,000 in 
September 1928. The principal factor in the expansion 
this year was an increase in domestic warehouse credits, 
reported as representing principally the storage of grain.

C o m m e r c ia l  P a p e r  M a r k e t
Despite a continued good investment demand for 

prime commercial paper on the part of the banks, a
3 per cent rate appeared to be the lowest general selling 
quotation that could be made effective. While some sales 
were made by the dealers at 2%  per cent, these sales 
were considered special transactions, as the paper was 
of nationally known concerns of unusually high rating, 
and considerable sales resistance to the average run of 
prime paper offered below 3 per cent was reported. At 
the same time there was little investment inquiry for 
the good but not so well known paper which could be 
purchased at somewhat above 3 per cent. The supply of 
new paper that came into the market during October 
was reported to have remained limited, continuing the 
tendency during September, when outstandings of 21 
dealers were reduced 2%  per cent to $513,000,000 at the 
end of that month.

S avings  B a n k  D ep o s its
Unusually large increases in savings bank deposits 

have continued to be reported during recent months. 
The deposits of 30 representative savings banks in the 
Second Federal Reserve District, shown in the accom
panying diagram, have risen 8.4 per cent from the low 
point of last December, and on October 10 showed an in
crease over a year ago of 6.4 per cent, as compared with 
an increase of only 2.7 per cent in the preceding year 
when a diversion of funds to security trading was re
ported, and with an average increase of 5.5 per cent in 
the preceding four years. As a result of the recent sub
stantial accumulation, it appears that the current volume 
of savings bank deposits in the Second District is now 
not far below the volume that would have been reached 
had the average yearly growth of the 1924-1928 period 
been continued uninterrupted through 1929 and suc
ceeding months.

In New York City the net increase in deposits of 15 
representative savings institutions during the year ended 
October 10 has amounted to 7.3 per cent, and in the 10 
months from the low point of December 1929 has totaled
9.8 per cent. Part of the increase of recent months has 
been attributed to deposits in the savings banks by cor
porations and wealthy individuals to take advantage of

Deposits in 30 Representative Savings Banks in the Second Federal 
Reserve District

the high interest rates being paid on these funds relative 
to other types of short-term investment. In the 15 rep
resentative banks in the district outside of New York 
City, the growth in deposits during the past year has 
been much smaller than in the New York City banks, 
being in the neighborhood of 3 per cent.

C e n tra l B a n k  R a te  C hanges
On October 9 the Reichsbank rate was raised from 4 

to 5 per cent, the lower rate having been in force since 
June 21, 1930. During the four weeks preceding the 
change in bank rate, the chief items of the Reichsbank 
statement moved as follows:

Principal Items from the Reichsbank Statement 
(In millions of reichsmarks)

September October

6 15 23 30 7

Gold............................................... 2,619
392

1,629
4,486

368
67.1

2,619
320

1,429
4,246

352
69.2

2,584
224

1,408
4,033

443
69.6

2,479
171

2,387
4,744

472
55.8

2,443
136

2,099
4,501

347
57.3

Foreign exchange reserve.............
Loans & discounts........................
Notes in circulation......................

Reserve ratio (per cent)................

At last report (October 23), the Reichsbank appeared 
to have lost a total of 439 million reichsmarks of gold 
and 229 million of foreign exchange. There was no 
appreciable decline after mid-October, the cabled figures 
of the situation in the week ended October 23 indicating 
a loss of only 110,000 reichsmarks of gold and some
11,300,000 reichsmarks of foreign exchange.

The Bank of Poland increased its rate from 6%  to 
7Y2 per cent effective October 3. There has been some 
increase of borrowing at this bank in recent months, and 
a net loss of gold and foreign exchange reserves equiva
lent to about $5,000,000. The reserve ratio is still high 
at 56.5 per cent on September 30 as against 58.2 per cent 
at the end of August.

On October 10 the discount rate of the Bank of Danzig 
was raised from 4 to 5 per cent. Danzig, situated in an 
enclave between Germany and Poland, is necessarily 
affected by banking conditions in these countries. On 
October 7 the Bank of Estonia reduced its rate from
8 to 7 per cent.
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Following repeated reports of easy money despite the 
recent gold outflow, the Bank of Japan lowered its rate 
from 5.48 to 5.11 per cent on October 7. The last change 
in this bank’s rate was a reduction from 5.84 to 5.48 on 
October 10, 1927.

Information has been received of the lowering of the 
South African Reserve Bank rate from 6 to 5% per cent 
effective September 29. The 6 per cent rate had been in 
force since August 16, 1929.

F o re ig n  E x c h a n g e
Steadier conditions prevailed in the foreign exchange 

market in October than in the previous month. The 
pound sterling fluctuated between $4.8513/16 and 
$4.86 3/32, contrasted with a range downward of %  of 
a cent in September. French francs sagged temporarily 
to $0.039115/16 on October 14, but for the most part 
ruled in the neighborhood of $0.0392 7/16. Reichsmarks 
were weak in the first half of the month and touched a 
low at $0.237714: on the 14th. Subsequent recovery car
ried them above par on the 20th, a position maintained 
almost without interruption thereafter. Both Swiss 
francs and guilders were strong at the month’s opening, 
but while the former held above $0.1940 consistently, 
guilders sold off from $0.4033^4 on the 1st to $0.4028 
on the 29th. Of the Scandinavians, only Swedish crowns 
were at a premium. Lire remained steady and pesetas 
continued their erratic course, touching a new low of 
$0.0952 on October 15 and recovering to $0.1124 on 
the 29th, compared with $0.1036% on the 1st.

Canadian dollars continued in the strong position 
which they have held since early July, and gold ship
ments were resumed late in the month. In the South 
American group, the Argentine peso dipped sharply to a 
new low of $0.7380 on the 14th, followed by quick recov
ery to a level of about $0.77. Quotations for the Brazilian 
milreis were stopped on the 7th, following the declara
tion of a “ bank holiday” at Rio de Janeiro; on the 
previous day they had sold at $0.0975.

Japanese yen climbed steadily throughout the month 
and in the last week’s trading sold around par ($0.4985) 
for the first time in a number of years. They closed at 
$0.4970 on the 29th.

G o ld  M o v e m e n t
Receipts from South America and the Far East made 

up the bulk of the imports of gold received in the United 
States during October. There were arrivals of $15,000,- 
000 from Brazil and $1,000,000 from Colombia at the 
Port of New York, and $13,750,000 from Japan and 
$875,000 from China at San Francisco. Beginning on 
the 28th after about a month’s lapse, gold again moved 
to Canada in the amount of $9,000,000. This was the 
only export movement of importance, but in addition to 
this there was a net increase of $6,000,000 in the amount 
of gold held under earmark for foreign account. The 
October change in this country’s gold stock through 
actual movements and changes in earmarked gold is 
estimated to have been a net gain of $17,500,000, and the 
net gain for the year to date has increased accordingly 
to $224,000,000.

Of principal interest abroad during October were the 
heavy withdrawals of gold from Berlin for shipment to

Paris amounting to approximately 205,000,000 reichs
marks and making a total loss of 380,000,000 reichsmarks 
to France since the movement commenced in the latter 
part of September. In addition, 52,000,000 reichsmarks 
were withdrawn from Berlin for shipment to Amster
dam during October. Both of these movements stopped 
around the middle of the month. Withdrawals of gold at 
the Bank of England for shipment to France and Switzer
land, amounting in all to about £1,000,000, were more 
than offset by receipts at the bank of £4,000,000 from 
Australia and £1,000,000 from South Africa. France 
obtained the bulk of the South African gold offered in 
the market, amounting to about £3,800,000.

S e c u rity  M a r k e ts

As in the latter part of September, stock prices under
went rather severe declines during October, and by the 
end of the third week of the month representative price 
averages were generally below the levels reached in 
November 1929. The Standard Statistics Company daily 
index of 90 stocks, for example, dropped 4 per cent 
below the bottom level of November a year ago, and indi
cated that the market in general was at a lower level 
than at any time since the closing months of 1927. 
Average prices of industrial and railroad shares declined 
to the lowest points since August 1927 and December
1926, respectively, while public utility shares remained 
some 14 per cent above the low of autumn of last year. 
During the latter part of October, the market was some
what firmer.

This late October advance followed a rise in the aver
age yield on the list of 90 representative common stocks 
to a higher level than at any time since the 1924-1926 
period, and a figure 1 per cent above the current yield 
obtainable on high grade bonds. The advance in yields 
on stocks to a level not obtainable since the 1924-1926 
period, while prices of these stocks declined only to the 
level of the latter part of 1927, is due to the fact that the 
current dividend disbursements of these corporations 
have been maintained in larger volume than in the 
earlier years.

Weakness in stock prices was accompanied by sub
stantial declines in the bond market during October.

PER CENT YIELD
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MILLIONS OF DOLLARS MILLIONS OF DOLLARS

Although United States Government bond prices re
mained fairly strong, accompanying continued ease in 
the money market, materially lower price quotations 
prevailed elsewhere in the bond list. Domestic corpora
tion bonds were especially under pressure in the first 
part of the month, and it appears from the increased 
volume of sales on a number of days when stocks were 
particularly weak that the declines were at least partly 
the result of selling related to conditions in the stock 
market. The market for these bonds was undoubtedly 
affected also by the weakness in foreign bonds which 
accompanied unsettled conditions in several countries. 
Averages of domestic corporate bond prices showed net 
declines of 1 to 3 points for the month, depending upon 
the type of bonds included, so that near the end of 
October the general level of corporate bond prices was 
lower than for some months past. In the last few days, 
however, prices became slightly firmer.

Political developments continued to act as a depress
ing influence on German and South American bonds 
listed in this market, and these issues showed much wider 
fluctuations and larger net declines in October than did 
the foreign bond list as a whole. This is illustrated by 
the following table in which the movement of representa
tive South American and German bonds is compared 
with that of an average of the prices of 40 issues repre
senting a wide sampling of foreign bonds quoted in New 
York. The declines of the first part of the month were 
followed, however, by fairly substantial recoveries 
during the latter half of October.

Issue
Sept. 19 

Price
Sept.—Oct. 

Low
Oct. 29 
Price

German 7’s 1949..................................... 105 y8 100 H 103^
German 5 H’s 1965................................. 82 X 73 X 78
German Gen. Elect. 6’s 1948................ 94 86 90 X
City of Berlin 6’s 1958........................... 85 71 Vs 74%
Argentine 6’s 1957 A .............................. 98 X 87 96
Argentine 6’s 1959.................................. 9 6% 87 96 HArgentine 5 X'& 1962.............................. 90 78 89 X
Brazil 8’s 1941........................................ 95% 61 87 %
Brazil 7X 's  1952..................................... 102 M 95 X 99 X
Brazil 6H’s 1957..................................... 73% 46 69
Bolivia 8’s 1947 ..................................... 87 X 64 78 X
Bolivia 7’s 1969 ..................................... 66 44^ 64 X
Chile 6’s 1961.......................................... 89 % 71 85
Chile 6’s 1963.......................................... 88 X 72 85

915* 65 78
Peru 6’s 1960........................................... 68^ 40 58

Baker-Kellogg Average of 40 Foreign
Bonds............................................... 98.38 91.43 95.00

N e w  F in a n c in g

Conditions in the bond market during October were 
not favorable for new bond flotations, but the total of 
bonds put out during the month appears to have been 
only moderately smaller than in September, and about 
the same as the October 1929 total. Railroad and public 
utility financing, which had been an important factor in 
the large volume of new issues in previous months, was 
in reduced volume in October, and the total volume of 
bond offerings was maintained largely because of in
creases in municipal and foreign financing, and partly 
by some increase in bond issues of industrial companies. 
The two largest individual offerings were the $50,000,000 
issue of New York City corporate stock and the major 
part of a $100,000,000 Dominion of Canada issue. The 
New York City issue, which originally had been sched
uled at $75,000,000, was publicly offered at a price to 
yield 3.95 per cent by the one banking syndicate which 
tendered a bid for the whole issue.

For the July to September quarter of this year the 
total volume of bond issues representing new capital 
was in excess of the third quarter offerings of 1929 and
1928, though moderately smaller than in 1927. Offerings 
were smaller than in the first two quarters of this year, 
but such a decline is the usual seasonal development. 
The accompanying diagram shows the quarterly volume 
of bonds floated since 1927, classified as to type of bor
rower. Bond issues by domestic corporations during the 
first nine months of this year were considerably larger 
than in the preceding three years, notwithstanding a 
dip in the third quarter to about the 1927 level. State 
and municipal new financing in the third quarter was in 
excess of that of the corresponding period of 1929 and
1928, and only slightly below the 1927 level. Foreign 
bond issues were less than one-fourth those of the second 
quarter of this year, and, although they remained above 
the 1929 volume, were smaller than in either 1928 or 1927.

B u ild in g

Due to a decline in the latter part of September, the 
total of building contracts awarded during that month in 
the 37 States from which reports are received by the 
F. W . Dodge Corporation showed a reduction of 5 per 
cent from the August figure, or about the usual seasonal 
decline. In the first three weeks of October the daily

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

November 1, 1930



86 MONTHLY REVIEW, NOVEMBER 1, 1930

average volume of contracts showed about the usual in
crease over September, reflecting chiefly larger contracts 
for public works and public utility projects, notably for 
pipe lines.

Residential building increased somewhat in September 
and was nearer to the level of the previous year than in 
many months. This increase, however, was more than 
offset by a reduction in contracts for public works and 
utilities and for other non-residential construction. Com
pared with September 1929, the total of contracts 
awarded showed a decrease of 25 per cent. The largest 
element in this decrease was a large shrinkage in com
mercial building contracts, principally those for office 
buildings, although all major groups of building work 
registered at least small declines from the levels of a year 
previous.

Through the first nine months of 1930, the total value 
of building contracts awarded has been 20 per cent less 
than in the corresponding period of 1929 with all the 
important types of building activity below last year’s 
level, with the exception of public works and utility con
struction which has shown a moderate aggregate increase 
for the period.

In the area of Metropolitan New York and vicinity, a 
district which ordinarily contributes largely to the total 
of all contracts for building and engineering construc
tion, awards increased further in September and were 
over 40 per cent in excess of the total of September a 
year ago, and in the first three weeks of October a con
tinued expansion was reported.

P ro d u c tio n
Available evidence points to little change in general 

productive activity during October from the compara
tively low level of September. The Iron Age estimate 
of steel mill operations towards the close of the month 
stood at 50 per cent of theoretical capacity, or 2 points 
under the low of early August ; automobile production 
was estimated to have shown a seasonal decline from the 
September level, and petroleum output was further cur
tailed. On the other hand, seasonal increases occurred in 
mining of bituminous coal and in output of cotton goods, 
and anthracite production increased more than usually.

In September no marked change in productive activity 
occurred, but industrial output on the whole was slightly 
smaller than in the preceding month, and the seasonally 
adjusted index of the Federal Reserve Board, which is 
shown in the accompanying diagram, reached a new low 
level for the current decline. No consistent movements 
occurred in any of the more important industrial groups. 
Steel ingot production showed a reduction of 7 per cent 
from August contrary to the early estimates, and declines 
occurred also in production of pig iron, lead, anthracite 
coal, and coke; these declines in all cases either contrasted 
with a usual seasonal increase, or were larger than the 
average August to September contraction of past years. 
About offsetting these evidences of further recession were 
larger than seasonal increases in the output of copper 
and of bituminous coal, in tin deliveries, and in mill 
consumption of cotton and of silk. Motor truck produc
tion also showed a more than seasonal increase over 
August, but passenger automobile production receded 
slightly further.

PER CENT

19, ^ 1 2? ^

i i /

• ' 1928^

192 7 ^ «

x
>

\
\
\

\
\

1< w 
/

 
°

/

- “"V

J F M  A M  J J A S O N D
Index of Industrial Production Computed by the Federal Reserve Board, 

Adjusted for Seasonal Variations (1923-25 average rr 100 per cent)

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Sept. July Aug. Sept.

Metals
122 91 86 79
134 82 86 81

Copper, U. S. mines.................................. 115 79 79 81p
107 92 93 89
101 73 75 75

Tin deliveries............................................. 121 94 85 105

Automobiles
Passenger cars........................................... 112 60 51 50 p
Motor trucks............................................. 101 79 70 77 p

Fuels
Bituminous coal......................................... 88 69 68 71
Anthracite coal.......................................... 102 78 86 78

116 94 88 84
Petroleum, crude....................................... 115 92 89 88p
Petroleum products................................... 101 90 88

Textile and Leather Products
Cotton consumption................................. 99 71 65 68
Wool mill activity..................................... 95 74 71 70
Silk consumption....................................... 102 84 75 101
Leather, sole.............................................. 101 123 113 118p
Boots and shoes......................................... 114 97 91p 90p

Foods and Tobacco Products
Live stock slaughtered.............................. 108 92 93 98
Wheat flour................................................ 99 105 101
Sugar meltings, U. S. ports...................... 71 93 74 84
Tobacco products...................................... 107 105 100 95

Miscellaneous
118 114 114 106
84r 64r 66r

Printing activity r..................................... 104r 95r 87 r
Paper, newsprint....................................... 86 78 75 75

103 94 95p

p Preliminary r Revised

C o m m o d ity  P rices

The weakness in commodity prices that developed late 
in September was followed by a further moderate decline 
in October, and the index of the National Fertilizer 
Association, which is composed of prices of more than 
450 commodities, declined to a new low level for recent 
years. Continued weakness in metal prices was perhaps 
the most significant movement in October; all of the 
important metals reached new low levels for the current 
decline. Scrap steel dropped to $14.25 a ton, which is 
$0.50 under the July low; the Iron Age composite of 
finished steel prices established a new low since 1922; 
and the pig iron composite was down to a new low since

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

November 1, 1930



FEDERAL RESERVE AGENT AT NEW YORK 87

1915. Zinc fell to 3.95 cents, and tin to 24% cents, which 
were reported to be the lowest prices since 1902. Copper 
declined further to 9y2 cents a pound, or very nearly the 
lowest price ever quoted in the history of the industry.

The grains showed a declining tendency toward the 
middle of the month, following a marked advance in the 
first few days; cash wheat, after rising 6%  cents a 
bushel, declined to a level %  of a cent under the low 
of late September, and corn, after rising 7 cents, declined 
to the lowest level since July. Live stock prices in Octo
ber averaged lower than in September, and hides de
clined to a new low level. The price of raw cotton at 
New York declined as low as 10.15 cents a pound, re
ported to be the lowest since the early months of the 
World War, but recovered 1 y2 cents a pound. Fair
child’s composite of raw silk prices declined to $2.30 a 
pound, a new low in the recorded history of the com
modity, and domestic wool declined to 63 cents, dupli
cating the low point of last May. Crude rubber recov
ered to 9 cents from the record low of 7%  cents a 
pound, and the price of refined sugar was raised 0.40 of 
a cent to 4.75 cents. Bituminous coal increased slightly, 
while crude petroleum quotations declined.

E m p lo y m e n t  a n d  W ag es
Some slight improvement in the general employment 

situation in this district is indicated by data for Septem
ber. Total employment in reporting factories in New 
York State increased 2.4 per cent, which is fractionally 
larger than the usual seasonal gain, and compares with 
an increase of 1.9 per cent between August and Sep
tember last year. The principal increases were in the 
women’s apparel industries, and in some of the textile 
and food products industries, but there was a slight 
increase also in the automobile industry, contrary to the 
tendency of a year ago, and declines from August were 
smaller than a year ago in the railroad equipment and 
men’s clothing industries.

In addition, the ratio between orders for workers at 
New York State Employment Bureaus and the number 
of applicants coming to the Bureaus for work showed 
some increase in September, after seasonal adjustment, 
and this gain was largely held during October. Factory 
payrolls in New York State rose 4 per cent between the 
middle of August and the middle of September, and 
average weekly earnings of factory employees increased 
moderately.

For the country as a whole, the total number of 
workers employed in representative factories increased 
slightly less than is usual in September, but this bank’s 
seasonally adjusted index showed the smallest decline 
in a number of months.

F o re ig n  T ra d e
This country’s foreign merchandise trade continued 

during September to show heavy declines as compared 
with a year ago. Exports of $318,000,000 showed a de
crease of 27 per cent from last year ’s level, a larger drop 
than in August, while imports, valued at $227,000,000, 
were down 35 per cent, a somewhat smaller percentage 
decrease than for August. Exports increased 7 per cent 
between August and September, or about half the usual 
seasonal gain, but imports showed an increase of 4 per

cent over the previous month, whereas generally there is 
practically no change between the two months.

Following a temporary increase in crude material ex
ports in the preceding month, all of the major groups of 
exports and imports in September showed declines from 
a year previous. Among the export groups, the smallest 
proportional loss from last year occurred in crude mate
rials, while among the imports the finished manufactures 
group showed the smallest decline.

There was a $40,000,000 gain in exports of crude mate
rials from August to September, due almost entirely to 
an unusually large increase in the quantity of raw cotton 
shipped abroad during September, but all of the other 
important groups of exports except crude materials 
showed declines. On the other hand, all groups of im
ports except semi-manufactures were larger in value in 
September than in August.

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

Available data indicate that the distribution of goods 
and the activity of business generally continued at a 
relatively low level both in September and in October, 
with the weight of evidence on the side of a further 
decline. Average daily car loadings of merchandise and 
miscellaneous freight increased less than seasonally in 
September, and declined during the first half of October, 
so that, after seasonal adjustment, loadings for the week 
ended October 18 were the smallest since 1923. Loadings 
of heavy bulk material in September failed to show the 
usual seasonal expansion, and also continued at a com
paratively low level in October.

In retail trade, average daily sales of department 
stores in the Second District increased less than usually 
in September, while chain store sales showed little 
change, after seasonal adjustment. The number of busi
ness failures continued numerous, showing an increase 
in contrast with the usual seasonal decrease from August 
to September. Such indexes as life insurance sales and 
advertising, however, rose during September.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Sept. July Aug. Sept.

Primary Distribution
Car loadings, merchandise and misc. r .. 102r 89r 88r 86r

96 80 78 74
97 83 88 80p

116 90 89 93p
Panama Canal traffic................................ 84 77 70 68

Distribution to Consumer
Department store sales, 2nd Dist............ 104 95 95 90
Chain store sales, other than grocery.. . . 103 86 89 88
Life insurance paid for.............................. 111 94 89 92
Advertising................................................. 105 85 82 87

General Business Activity
Bank debits, outside of New York City.. 116 96 95 92
Bank debits, New York City................... 203 115 109 113
Velocity of bank deposits, outside of New

York City.......................................... 135 105 103 100
Velocity of bank deposits, New York City 242 118 112 118
Shares sold on N. Y. Stock Exchange. .. 426 212 163 221
Postal receipts........................................... 102 94 91 91
Electric power............................................ 101 93 89p
Employment in the United States.......... 105r 88r 86r 86
Business failures......................................... 99 117 117 123
Building contracts..................................... 101 72 72 72
New corporations formed in N. Y. State r 102r 92r 85 r 98r
Real estate transfers................................. 76 62 63 58

General price level*................................... 183 167 166 167
Composite index of wages*...................... 229 223 223 2 25
Cost of living*........................................... 173 164 164 164

p Preliminary ^Revised *1913=100
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The total September sales of the reporting department 
stores in this district showed a decrease of 3.6 per cent 
below a year ago, but as there was one more selling day 
this year than in September 1929, average daily sales 
showed a decline of nearly 8 per cent. The sales of the 
Buffalo, Newark, and Westchester department stores 
increased slightly from a year previous, but sales in all 
other localities in this district continued to be smaller 
than a year ago, decreases ranging from 2 per cent to 14 
per cent. The sales of the reporting apparel stores con
tinued to be substantially smaller than in 1929.

Stocks of merchandise on hand remained somewhat 
smaller than a year ago. The percentage of charge 
accounts collected during September was slightly more 
than 2 per cent below a year previous.

Department Store Trade

Locality

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....................

Percentage 
change 

September 1930 
compared with 
September 1929

Net
sales

— 4.2 + 0.2
— 6.2
— 3.3 + 0.8 
— 14.0
— 6.5
— 1.9
— 9.5
—  7 .7
—  7 .7
— 9.8 
+  4.5

— 3.6

-13.9

Stock 
on hand 
end of 
month

— 3.5
— 3.3 
— 10.7 
— 14.2— 8.8 
— 11.4 
— 5.8

— 4.9

-10.1

Per cent of 
accounts 

outstanding 
August 31 
collected in 
September

1929

47.9
51.9 
37.4
31.8 
42.0
32.9 
39.6

44.6

42.6

1930

45.6 
49.9
36.6
27.6
39.6 
35.0 
35.5

40.0

Net sales 
percentage change 

September 1930 
compared with 
September 1929

Stock on hand 
percentage change 
September 30, 1930 

compared with 
September 30, 1929

Toilet articles and drugs..................... f-16.1 — 5.0
Toys and sporting goods..................... -15.4 —24.9
Silverware and jewelry........................ 1-13.7 — 8.1
Hosiery................................................. -12.1 — 12.1
Men’s furnishings................................ -10.2 — 10.8
Shoes..................................................... - 8.4 — 5.7
Luggage and other leather goods....... - 7.6 — 10.9
Women’s and Misses’ ready-to-wear.. - 6.3 — 1.9
Women’s ready-to-wear accessories... - 5.9 — 2.7
Musical instruments and radio.......... - 5.1 +28.4
Home furnishings................................ - 0.1 — 6.3
Books and stationery.......................... -  1.1 — 17.6
Linens and handkerchiefs.................... -  1.7 +  4.4
Furniture............................................... -  2.6 — 7.7
Silks and velvets.................................. -  4.6 —29.4
Cotton goods........................................ -  5.6 +  8.8
Men’s and Boys’ wear......................... -  8.1 — 10.8
Woolen goods....................................... -14.1 — 19.8
Miscellaneous....................................... -  2.1 —25.2

W h o le sa le  T ra d e
Reporting wholesale firms in this district showed total 

September sales 16 per cent below last year, which, after 
adjustment for the number of selling days, indicates 
about the same decrease as in August. Yardage sales of 
silk goods, reported by the Silk Association of America,

were 5 per cent larger than in September 1929, and sales 
of drugs were close to those of a year previous. In most 
other lines, sales continued to be considerably smaller 
than last year, especially when the number of business 
days is taken into account.

During September the volume of orders for machine 
tools, which tends to fluctuate roughly with changes in 
industrial activity, increased for the second consecutive 
month. The August to September increase this year con
trasts with a considerable decrease in the corresponding 
period of last year, and the July to August increase was 
larger than in 1929. Consequently, as the accompanying 
diagram indicates, the index of machine tool orders com
puted by the National Machine Tool Builders Associa
tion has risen noticeably from the July level, which 
was the lowest reached since 1924, and the percentage 
decrease from a year ago was the smallest since January.

INDEX

Sales and stocks of goods in the principal departments 
are compared with those of a year previous in the fol
lowing table.

Index of Machine Tool Orders, Computed by National Machine Tool 
Builders Association (1922-24 average =  100 per cent)

Stocks of groceries, cotton goods, and hardware con
tinued to be smaller in value than a year previous, and 
stocks of shoes showed a decrease following an increase 
in August. Silk goods stocks in yardage also were 
reported to be considerably smaller than a year ago. 
Stocks of drugs remained larger than in September 1929.

Commodity

Percentage 
change 

September 1930 
compared with 
August 1930

Percentage 
change 

September 1930 
compared with 
September 1929

Per cent of 
accounts 

outstanding 
August 31 
collected 

in September

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1929 1930

+13.2 +  7.4 —£8.8 — 7.1 73.8 76.5
Men’s clothing.............. — 1.5 —27.4 36.4 34.6
Cotton goods................ +18.4 — i'.4 —21.3 — is. 1 34.0 35.4

+  7.9* — 5.4* +  5.1* — 10.9* 44.4 45.6
+  4.9 — 16.5 — 14.1 — 5.2 33.0 34.6
+29.6 +  3.9 +  0.3 +40.6 39.4 61.9
+14.0 +  0.3 — 10.7 —17.5 44.1 41.4

Machine tools**........... +19.4 —43.6
+11.4 —20.4 64'.9 64.3
+  8.5 —21.2 62.1 54.6
+20.9 +  8.1 —50.0 —27.0 \

Jewelry.......................... +58.1 +14.3 —41.0 — 11.0 j 26.8 j 20.6

Weighted average.. +  12.0 — 16.3 48.9 50.4

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association
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PER CENT

B u sin e ss  C o n d it io n s  in  th e  U n it e d  S ta te s
(Summarized by the Federal Reserve Board)

V OLUME of factory production increased by about the usual seasonal 
amount in September, while factory employment increased somewhat less 

than in other recent years. The general level of prices, which had advanced 
during August, declined during September and the> first half of October. At 
member banks in leading cities there was a liquidation of security loans, and a 
considerable growth in commercial loans and in investments.

In d u s t r ia l  P ro d u c tio n  an d  E m p lo y m e n t  
Output of factories increased seasonally in September, while that of mines 

declined. The Board’s seasonally adjusted index of production in factories 
and mines, which had shown a substantial decrease for each of the preceding 
four months, declined by about one-half per cent in September. Production of 
iron and steel, lumber, and cement decreased, and the output of automobiles 
continued to be in small volume. Activity in the textile industries, including 
cotton, wool, and silk, increased substantially, and stocks of cotton cloth were 
further reduced. At bituminous coal mines there was an increase in output of 
more than seasonal amount ; output of copper was larger than in August, and 
there was a further increase in stocks of copper. Anthracite coal and petroleum 
production and shipments of iron ore declined.

Employment in manufacturing establishments increased less than is usual 
at this season, the increase being chiefly in fruit and vegetable canning and 
in clothing industries, while reductions in number of employees were reported 
for the iron and steel, automobile, and lumber industries. Outside of factories, 
increased employment was reported in retail establishments and coal mines.

Residential building increased materially in September, contrary to the 
usual seasonal trend, while the volume of contracts for commercial buildings 
and public works and utilities decreased. Total value of building contracts 
awarded, as reported by the F. W. Dodge Corporation, showed little change 
during the month. In the first ten days of October there was an increase in 
the daily average volume of contracts awarded.

Department of Agriculture estimates based on October 1 conditions indi
cate somewhat larger crops than the estimates made a month earlier for cotton, 
corn, oats, hay, potatoes, and tobacco.

D is t r ib u t io n

Freight car loadings continued at low levels during September, the 
increases reported for most classes of freight being less than ordinarily occur 
in this month. Dollar volume of department store sales increased by nearly 
30 per cent, an increase abomt equal to the estimated seasonal growth.

W h o l e s a l e  P rices

The index of wholesale prices on the average for the month of September 
as a whole, according to the Bureau of Labor Statistics, was at about the same 
level as in July and August. The movement of prices, however, was upward 
in August, reflecting chiefly advances in the prices of livestock and meats, 
while in September the movement was downward, reflecting declines in a large 
number of commodities, including grains, livestock, meats, cotton, and copper. 
In the first half of October there were wide fluctuations in many agricultural 
prices, decreases in prices of nonferrous metals, and considerable increases in 
the prices of sugar and coffee.

B a n k  Credit

Security loans of reporting member banks in leading cities increased in 
the latter part of September, but declined rapidly early in October, the decline 
reflecting a large volume of liquidation in loans to brokers and dealers in 
securities. Commercial loans, which up to the last week in September had not 
shown the usual seasonal growth, increased by $150,000,000 in the following 
three weeks. The banks' holdings of investments continued to increase.

In response to the seasonal demand for currency, outstanding volume of 
Reserve Bank credit showed an increase of $38,000,000 on the average between 
the weeks ended September 20 and October 18.

Money rates in the open market continued at low levels. The yield on high 
grade bonds declined further until early in October, when bond prices declined 
and there was a corresponding rise in yields.
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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 effects of easy money conditions continued during 

the past month to be reflected in bank investments in 
securities and in bank holdings of acceptances. With 
funds in ample supply, and with short term loans for 
ordinary business purposes in small demand and security 
loans declining, the banks continued to find bonds and 
notes the principal available medium for the employment 
of their funds, and continued to hold in their own port
folios the acceptances which at this time of year would 
ordinarily be sold to bill dealers for distribution.

These tendencies are reflected in the following table, 
which shows changes in the loans and investments of 
weekly reporting member banks on November 19, com
pared with two months previous and also with October 
2, 1929, prior to the rapid changes which occurred in 
connection with the break in the stock market later that 
month.

(In millions of dollars)

Oct. 2, 1929 Sept. 24,1930 Nov. 19, 1930

Security loans............................. 7,828 8,461 7,838
Other loans.................................. 9,600 8,451 8,852
Investments................................. 5,401 6,385 6,804

Total..................................... 22,829 23,297 23,494

It is evident from these figures that a considerable 
decline in the total volume of credit extended by these 
banks has been averted only by a large increase in their
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investment holdings. This increase in the investments 
has amounted to over $400,000,000 within the past eight 
weeks, and to $1,400,000,000 since the beginning of Octo
ber 1929, a total increase of 26 per cent. As the first 
diagram below indicates, similar rapid increases in the 
investments of the reporting banks have occurred in 
other years of reduced business activity, especially in 
1922 and 1924. Investments of country banks, charted 
in the second diagram, have not, either this year or in 
previous years, shown such rapid increases as have those 
of the reporting city banks.

It has been apparent from tendencies in the bond mar
ket that the investment demand from the banks this year 
has been limited largely to the very high grade securi
ties and to very short term issues. Prices of United 
States Government obligations have advanced to new 
high levels since the spring of 1928, and prices of high 
grade municipals and the best class of corporation issues, 
after advancing to levels approximating the highest 
reached early in 1928, have recently shown only mod
erate recessions, while demand for the lower grade bonds 
has been conspicuously lacking and prices of such bonds 
in many cases have declined to levels even lower than at 
any time during the high money rate period of 1928-29. 
These tendencies are illustrated in a diagram on a sub
sequent page of this Review.

The growth of member bank investment holdings has 
tended in a general way to parallel the growth in their 
time deposits. Even after the rapid increase of the past 
BILLIONS OF DOLLARS
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year, however, the investments of reporting member 
banks in the principal cities remain smaller, relative to 
their deposits, than at any time in the last nine years, ex
cept in 1929. On the latest date shown in the diagram the 
investments of these city banks were 15 per cent smaller 
than their time deposits, whereas in April 1921 they 
were 10 per cent larger. In country member banks also 
the proportion of investments to time deposits has been 
diminishing gradually in recent years.

The loans and discounts, other than security loans, of 
the reporting banks, which generally reflect commercial 
borrowing, after declining almost continuously from last 
November to the early autumn of this year, have shown 
an increase during the past two months of $400,000,000. 
The preceding decline had amounted on September 24 
to $1,150,000,000 compared with October 2, 1929, and an 
even larger amount compared with the highest point 
reached last year. The causes of the recent upturn in 
these loans are not entirely clear, but it is probable that 
the most important single element has been the increase 
in acceptances held by commercial banks which is shown 
on the following page. In years of more active demand 
for funds, this increase in bill holdings would have ap
peared in the Eeserve Bank’s portfolio, rather than in 
the loans and discounts of member banks.

L iq u id a t io n  o f  S e c u r it y  L o a n s
The continued decline in brokers loans during the past 

month has carried the total security loans of weekly 
reporting banks to a level more than $600,000,000 lower 
than that of two months ago. The recent liquidation has 
reduced the total volume of reported security loans, in
cluding loans by other lenders as well as banks, and loans 
against bonds as well as stocks, to a volume which may 
be estimated at about 10% billion dollars, as compared 
with nearly 17 billion dollars at the high point of last 
year, a reduction of almost 40 per cent.

Notwithstanding this drastic liquidation, the security 
loans of weekly reporting banks on November 19 were in 
about the same volume as at the time when the total of 
all security loans reached its maximum last year. The 
relatively high level of security loans in these banks is 
due in part to a shift of loans from non-banking lenders 
to the banks, in the course of which 90 per cent of 
the loans for “ others’ ’ have been withdrawn from the 
call loan market, and in part to a shift of security trad
ers ’ borrowings from brokers to the banks.

L o a n s  a n d  I n v e s t m e n t s  i n  C o u n t r y  B a n k s
Movements of loans and investments in city member 

banks, such as the weekly reporting banks, frequently 
are quite different from those in country banks, espe
cially in periods of declining business and declining 
money rates. This is illustrated by the following table, 
which indicates that, while the total loans and invest
ments of member banks in cities have increased during 
the past year, the volume of credit extended by country 
member banks has shown a considerable shrinkage, so 
that the total amount of member bank credit on the last 
condition statement date was somewhat smaller than a 
year previous, contrary to the indication of weekly re-

(In millions of dollars)

Oct. 4, 
1929

Sept. 24, 
1930 Change

*Loan8 on Securities
Central Reserve City Banks.....................
Reserve City Banks...................................
Country Banks...........................................

4,045
3,575
2,694

4,753
3,431
2,327

4- 708
— 144
— 367

Total.................................................... 10,314 10,511 +  197

All Other Loans
Central Reserve City Banks.....................
Reserve City Banks...................................
Country Banks...........................................

3,809
5,510
6,532

3,130
5,070
6,027

— 679
— 440
— 505

Total................................................. 15,851 14,227 — 1,624

Investments
Central Reserve City Banks.....................
Reserve City Banks...................................
Country Banks...........................................

2,119
3,076
4,554

2,607
3,537
4,590

+  488 
+  461 
+  36

Total.................................................... 9,749 10,734 +  985

Total Loans and Investments
Central Reserve City Banks....................
Reserve City Banks...................................
Country Banks...........................................

9,973
12,161
13,780

10,490
12,038
12,944

+  517
— 123
— 836

Total.................................................... 35,914 35,472 — 442

* Including loans to banks (estimated for 1929)

ports from city banks. During periods when short-term 
loans are in small demand, it appears that country banks 
tend to increase their balances with city correspondents, 
rather than to increase their investments, and this puts 
additional pressure upon the city banks to find employ
ment for their funds. The latest report on the condition 
of all member banks indicates, in fact, that country 
banks have tended to sell their low-yield investments, 
such as short-term United States Treasury notes and cer
tificates, and also to reduce their call loans to brokers. 
The large proportion of time deposits in these banks, and 
the consequent large interest payments to be made, evi
dently exert a pressure against the holding of any con
siderable proportion of low-yield loans or investments.

M o n e y  R a t e s  
Money rates in general showed no material change in 

November. There were slight declines in rates on com
mercial paper, bankers acceptances of long maturity, 
and short-term Treasury securities, but rates on Stock 
Exchange loans were practically the same as in October.

Money Rates at New York

Nov. 27, 1929 Oct. 31, 1930 Nov. 28, 1930

Stock Exchange call loans......... 2 2
Stock Exchange 90 day loans.. . ■\H*A 2'A t+2-2K
Prime commercial paper............ 5K 3 2 ^ -3
Bills—90 day unindorsed...........
Customers’ rates on commercial

1K IK
t5.73 f3 .88 f3.73

Treasury certificates and notes
Maturing March 15 (yield).. . 3.04 1.67 1.19
Maturing June 15 (yield). . . . 3.13 1.84 1.35

Federal Reserve Bank of New
York rediscount rate............ .. m 2 H 2 Vi

Federal Reserve Bank of New 
York buying rate for 90 day
indorsed bills........................... 4 t2 t2

n Nominal t Average rate of leading banks at middle of month 
1-75 days—1 % per cent

B i l l  M a r k e t  
Throughout the month of November, the bill dealers 

were able to sell easily all of the bills that came into the 
discount market, and their aggregate portfolios declined 
gradually to comparatively small figures. Accepting and
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discounting banks for the most part continued to hold 
newly created bills as investments, rather than to sell 
them to the discount houses. There were exceptions to 
this practise, however, during the first part of the month 
and again toward the close of the month, when the New 
York City banks sold bills to the Reserve Bank in order 
to build up their reserves which were reduced by with
drawals of funds incident to first of the month settle
ments and to increased currency requirements for the 
two holidays of the month. Reflecting chiefly these cir
cumstances the Reserve System’s bill portfolio rose about 
$40,000,000 in the first two weeks of the month, receded 
by about the same amount in the next week, and in the 
last few days of the month advanced to a volume slightly 
above that of the beginning of November. Throughout 
recent months, however, the bill holdings of the Reserve 
System have remained much below the usual autumn 
volume.

The total volume of bankers acceptances outstanding 
during October showed an increase of $142,000,000 to 
$1,508,000,000, reflecting an expansion of domestic ware
house credits, export transactions, and acceptances cover
ing foreign shipped or owned goods. The October in
crease was somewhat larger than occurred in the same 
month of 1928, but fell short of the very large increase 
in October 1929. This was the first time in recent years 
when the total reported bills outstanding were below the 
figure for the corresponding month of the preceding 
year. In view of the decline in commodity prices, how
ever, it appears probable that the use of acceptances is 
financing a larger volume of trade than at this season of 
previous years.

The accompanying diagram indicates why the Federal 
Reserve Banks have not been called upon to extend 
credit through the acceptance market this autumn in the 
usual amount. The principal factor has been the unusu
ally large demand for acceptances on the part of the 
commercial banks. In the past four months, during which 
a seasonal increase of $203,000,000 has occurred in out
standing bills, there has been an increase of $179,000,000 
in the bill holdings of the group of accepting banks, bank-
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ers, and American branches of foreign banks that report 
their outstandings to the American Acceptance Council. 
Their holdings at the end of October, including bills of 
other banks as well as their own acceptances, reached a 
total of nearly $390,000,000, an amount materially 
larger than ever before, and about $140,000,000 in ex
cess of the previous peak of November 1929.

Open market bill rates were unchanged during the 
month except for a reduction of %  per cent in the 
quotation for 5 and 6 months over the October month- 
end. Buying rates of the Federal Reserve Bank re
mained at the low levels prevalent for some months.

C o m m e r c ia l  P a p e r  M a r k e t

During the first part of November, the prevailing 
selling range for prime commercial paper was reduced 
to 2%-3 per cent. Investment demand from the banks 
was of sufficient proportions to absorb a substantial part 
of dealers’ offerings at the lower rate. Later in the 
month the banks showed less disposition than in preced
ing weeks to take paper at 2%  per cent, but the rates 
generally quoted continued to be 2%-3 per cent. Through
out November, the volume of new paper that came into 
the open market was reported to have been small, and 
dealers indicated that much more of the high grade 
paper could have been sold had such a supply been 
available.

In October there was a decrease of nearly 6 per cent 
in the amount of commercial paper outstanding. The 
amount reported by 21 dealers for October 31 was 
$485,000,000, or $68,000,000 below the peak of the year 
reached in April, but $200,000,000 larger than the out
standings of October 1929.

S e c u rity  M a r k e ts

Stock prices declined further during the first part of 
November, and at the lowest point reached on the 10th 
representative price averages were some 12 per cent be
low the bottom of November 1929, and the lowest since 
the middle of 1927. For the first time, average prices of 
public utility shares receded beneath the lows estab
lished in November a year ago, and their decline was 
accompanied by further weakness in industrials and 
railroad shares, which were quoted at new low prices 
since 1927 and 1926, respectively. During the latter 
part of November, the stock market showed more 
strength than weakness, so that by the end of the month 
a net recovery amounting to about 7 per cent was indi
cated in the general level of stock prices. The great
est rebound occurred in public utility share prices, fol
lowed in order by the industrials and rails. The volume 
of trading on the New York Stock Exchange was com
paratively light, exceeding 4 million shares only one day 
and ranging below 3 million shares on most days.

Except for continued strength in United States Gov
ernment long-term securities, which rose to the highest 
average level since April 1928, other divisions of the 
bond market showed net declines for the month of No
vember, though the price recessions were less than in 
October. Domestic corporate bonds during, the month
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Movements of Yields (Inverted scale) and Approximate Prices of 
Various Grades of Domestic Corporation Bonds

of November dropped %  to 2 points, depending on the 
particular bond average used as a measure of the move
ment. Foreign bonds listed in this market declined 
throughout November, following the recovery of the 
latter part of October, but in general remained above the 
lowest level touched earlier in that month.

The varying movements of well known averages of 
domestic corporate bond prices appear to be due to dif
ferences in the composition of the several averages. 
Those with a large content of the best issues during the 
recent period of weakness in the bond market have re
mained several points above their low points of the year, 
while averages with a greater proportion of less high 
grade issues have declined to new lows for the year. The 
underlying reason for this discrepancy is shown in the 
accompanying diagram of bond yields and approximate 
prices, which reproduces a diagram made by the Irving 
Trust Company, based on bond ratings and yields for a 
large number of issues published by the Standard Statis
tics Company. The highest grade issues, designated in 
the chart as A l-f- and A l, have shown the largest price 
advances this year and recently have held at levels 
close to the highest reached early in 1928. The next 
lower grade bonds, the A  issues, have not advanced as 
rapidly and recently have declined, but have remained 
considerably above their 1929 lows. On the other hand, 
the Bl-{-, B l, and B grade bonds have been declining 
ever since the first quarter of the year, and the decline 
has varied inversely with the rating of the bonds, so 
that the first of these groups of bonds has remained 
slightly above the 1929 low, while the other two have 
dropped considerably below.

N e w  F in a n c in g

Offerings of new securities by domestic corporations 
during the past few months have been considerably re
duced from the rather large volume of the first part of 
the year, as the accompanying diagram indicates. For 
October, the latest month for which complete figures are 
available, domestic corporate stock and bond issues were 
not greatly over one-fourth as large as the average 
amount during October of the preceding three years, ex-

DECEMBER 1, 1930

eluding from the comparison refunding issues and also 
offerings by investment trusts, and financial trading and 
holding companies. Foreign financing also has been light 
in recent months, and the total for the July to October 
period was even less than the small volume in the corre
sponding months of 1929, whereas in the first six months 
of the current year a sizable increase over the previous 
year occurred. In October there were no foreign issues 
other than Canadian flotations. The amount of bond 
financing by domestic States and municipalities during 
recent months, however, has continued to be in excess of 
last year’s issues, and has been about the same as in the 
corresponding months of 1927, reflecting to a consider
able extent public construction work, such as road 
building.

During the first two weeks of November, the amount 
of new securities offered was the smallest since the holi
day period at the end of 1929 and the opening of 1930, 
and despite some increase in the second half of the 
month, it appears likely that the figure for November 
as a whole will show a decline from the small October 
total, though apparently it will not drop to as low a 
level as in November a year ago. Included in the total 
for the past month was an issue of $20,000,000 Federal 
Land Bank 4%  per cent 2 to 3 year bonds, offered at 
par. This was the first public security issue by the 
Land Banks in two years, and it was reported that the 
issue was heavily oversubscribed.

C e n tra l B a n k  R a te  C hanges

The Bank of Norway lowered its rate from 4%  to 4 
per cent on November 8, the earlier rate having been in 
force since March 21. On November 13 the Central Bank 
of Denmark, the Nationalbanken I Kjobenhavn, reduced 
its rate from 4 to 3y2 per cent. The last rate change at 
the Copenhagen bank took place on May 3.

On November 20 the Imperial Bank of India, effecting 
a recurrent seasonal increase, raised its rate from 5 to 6 
per cent. The Central Bank of Ecuador’s rate to the 
public was increased from 9 to 11 per cent on November 
26, but the rate to member banks remained at 8 per cent, 
as fixed last July.
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Foreign exchange fluctuations during November were 
for the most part narrow and of a mixed character. The 
pound sterling opened the month at $4.85 13/16, eased 
gradually to $4.85 17/32 on the 22nd, and closed on No
vember 26 at $4.85 9/16. French francs fluctuated irreg
ularly, and, except on the 8th, when the closing quota
tion was $0.0393%, varied between $0.0392% and 
$0.039215/16. Reichsmarks also were irregular within 
a fairly narrow range until the last week, when they sold 
as high as $0.2384%, compared with $0.2383 at the 
month’s opening. Belgas reached $0.1395 on several 
occasions, but at $0.1394% on the 26th were unchanged 
for the month. For the first two weeks Dutch guilders 
continued their October weakness; they declined from 
$0.4027 on the 1st to $0.4021% on the 14th, but recov
ered later to $0.4025. Swiss francs weakened steadily 
from $0.1941% to $0.1936% on the 26th. Swedish crowns 
were the strongest and most irregular of the Scandi
navians. Lire were steady at around $0.0523% during 
most of the month. Pesetas at fractionally over $0.11, 
though stronger than in several months, continued to 
move erratically.

Canadian dollars remained at a premium but no gold 
was shipped to that country until the 24th. The Argen
tine peso was steadier than in October, moving only be
tween $0,787 and $0,775. Brazilian milreis were not 
quoted.

Japanese yen receded slightly from the position they 
had reached late in October, but held above $0.4960.

Foreign Exchange

G o ld  M o v e m e n t

The receipt of $14,400,000 from Argentina, $5,000,000 
from Brazil, and $1,600,000 from Colombia made up the 
bulk of the gold imported at the Port of New York dur
ing November. In addition $16,250,000 was received at 
San Francisco from Japan and $600,000 from China. 
On the 24th a shipment of gold to Canada was made, 
amounting to $5,000,000. This was the only export 
movement of importance, but in addition there was a 
net increase of $2,000,000 in the amount of gold held 
under earmark for foreign account. A  preliminary esti
mate indicates the net gain to the country’s gold stock 
in November to have been about $31,500,000, which in
creases the net gain for the year to approximately 
$259,000,000.

Of particular interest abroad during November were 
the heavy withdrawals of gold at the Bank of England 
amounting to about £6,000,000 for shipment to France. 
France had last withdrawn gold from the Bank of Eng
land in July, but it has secured the bulk of the market 
gold since May; £2,300,000 was so purchased during 
November. In addition to the South African gold of
fered in London, £1,500,000 was received from Brazil 
and taken for shipment to France. Losses to France at 
the Bank of England were offset in part by the reported 
payment into the bank of £940,000 from Brazil and 
£850,000 from South Africa. £1,000,000 was also shipped 
to England from Spain.

Business P ro fits
Further evidence of the effects of the business reces

sion is contained in the reports of business profits for 
the third quarter of this year. The total net profits of 
261 industrial and mercantile concerns, which so far have 
made public comparable earnings statements covering 
the three months from July to September, were slightly 
less than half those of the third quarter of 1929, and 42 
per cent smaller than the return in the corresponding 
period of 1928. In general, it appears that industrial 
profits during the third quarter of this year were the 
smallest since the final three months of 1927, and the 
lowest for any third quarter since 1924.

Net profits of the same list of 261 companies for the 
completed nine months of the year were 37 per cent be
low a year ago and 20 per cent less than in 1928. Rail
road equipment and paper concerns were the only 
groups to show any increase between 1929 and 1930. 
Compared with 1928, however, there were a number of 
additional groups of companies which had a larger net 
return, including steel, motion picture, chemical, food 
and food products, and printing and publishing.

Third quarter net operating income of Class I rail
roads was 29 per cent smaller than a year ago, and the 
smallest for any year since 1923; for the completed first 
nine months, there was a reduction of 31 per cent from 
a year ago and of 20 per cent from the 1928 level. In 
contrast with the sizable decreases in industrial and rail
road profits, both the telephone and other public utility 
companies reported net returns in the third quarter only 
slightly smaller than a year ago, and continued to show 
comparatively large increases over other recent years. 
Net operating income of telephone companies for the first 
nine months of 1930 was only 1%  per cent less than a 
year ago, while other public utility concerns reported 
an increase of 2%  per cent.

(Net profits in millions of dollars)

Corporation group
No.
of

com
panies

Third quarter Nine months

1928 1929 1930 1928 1929 1930
13 114 93 26 332 324 148

Automobile parts and acces
sories (exclusive of tires). .. 26 16 16 5 43 57 27

Building supplies.................... 9 6 7 3 14 17 8
13 18 22 17 48 60 51

Coal and coke......................... 7 1 2 — 4 6 2
8 10 14 1 24 39 10

Other mining and smelting. . . 12 9 12 4 23 36 18
Electrical equipment.............. 8 21 27 17 56 75 55
Food and food products......... 31 43 53 44 120 136 128

14 10 11 5 26 32 21
Motion picture....................... 6 7 15 7 21 42 38
Office equipment..................... 6 4 6 3 13 18 12
Oil............................................. 22 45 51 25 89 114 66
Paper....................................... 5 2 4 3 7 9 10
Printing and publishing.......... 5 6 7 5 20 22 21
Railroad equipment................ 7 10 12 12 24 31 33

13 48 84 33 126 239 141
6 2 2 1 4 5 2
7 3 6 2 8 9 6

Miscellaneous.......................... 43 48 57 32 125 150 101

Total 20 groups............... 261 423 501 245 1,127 1,421 898

Telephone (net operating in-
103 61 66 65* 190 205 202*

Other public utilities (net
95 192 224 223 623 732 751

Total public utilities. . . . 198 253 290 288 813 937 953

Class I railroads (net operating
171 358 398 283 821 961 659

* September estimated
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P ro d u c tio n
Available data for November indicate considerable ir

regularity in industrial production, with no definite 
tendency evident. Steel mill activity, as estimated by 
the Iron Age, declined to a new low level at 41 per cent 
of theoretical capacity toward the end of the month, and 
some curtailment occurred also in production of anthra
cite coal and of petroleum. On the other hand, further 
expansion occurred in output of bituminous coal and of 
cotton goods.

In October, average daily production of steel ingots 
showed a 9 per cent decline, and was at the lowest level 
since 1924; this further restriction of output was accom
panied, however, by an increase of 57,000 tons in unfilled 
orders of the United States Steel Corporation. Output 
of pig iron, copper, zinc, and coke also showed unsea- 
sonal declines. Automobile production dropped sharply 
to a new low level for recent years, after adjustment for 
seasonal fluctuations and long-time growth; this decline 
reflects chiefly smaller output by the two largest manu
facturers of low priced cars. Tin deliveries rose in Oc
tober, contrary to the seasonal tendency, and production 
of coal expanded more than is usual during that month; 
other increases after seasonal adjustment occurred in 
output of tobacco products and of newsprint paper.

While the general tendency of production continued 
to be downward, particularly in the heavy industries 
such as steel, some recovery of production was evident 
in the textile industries. The accompanying diagram 
shows that sales in the cotton goods industry more than 
doubled between June and September, and that prac
tically all of this gain was held in October. This in
crease was proportionately larger than occurred in the 
corresponding season of the two preceding years. As a 
result of the increase in sales, production of cotton goods 
has expanded recently, though much less rapidly than 
either sales or shipments, due to the desire of the in
dustry to keep production within well controlled limits. 
Consequently, unfilled orders, which had dropped to a
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low level last summer, have increased substantially in 
the last two months, and stocks on hand have declined to 
the smallest volume in a year. Silk mill activity has 
shown a considerable increase since the summer.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Oct. Aug. Sept. Oct.

Metals
118 86 79 71
115 86 81 69

Copper, U. S. mines.................................. 115 79 81 77 p
104 93 89 82
92 75 75 71

Tin deliveries............................................. 100 85 105 113

Automobiles
Passenger cars........................................... 93 51 49 31p
Motor trucks............................................. 110 70 75 66p

Fuels
Bituminous coal......................................... 88 68 71 75 p
Anthracite coal.......................................... 112 86 78 103 p
Coke r ........................................................ 114r 89 r 84r 80 r
Petroleum, crude....................................... 113 89 87 87p
Petroleum products................................... 104 88 88

Textiles and Leather Products
Cotton consumption................................. 103 65 68 70
Wool mill activity..................................... 91 71 70 65 p
Silk consumption....................................... 116 75 101 113
Leather, sole............................................... 107 113 117 112p
Boots and shoes......................................... 113 95 90p 80p

Foods and Tobacco Products
Live stock slaughtered.............................. 101 93 98 96
Wheat flour................................................ 92 101 98 91
Sugar meltings, U. S. ports...................... 89 74 84 92
Tobacco products...................................... 107 100 95 98

Miscellaneous
113 114 106 94
84 66 57

Printing activity r.....................................
Paper, newsprint.......................................

lOOr
90

87 r 
75 75 77

103 95 94p

1928 1929 1930
Statistics of Cotton Cloth Sales, Production, Stocks, and Unfilled 

Orders, Issued by the Association of Cotton Textile 
Merchants of New York

p Preliminary r Revised

B u ild in g
The total volume of building contracts awarded during 

the month of October in 37 Eastern States for which 
figures are collected by the F. W . Dodge Corporation 
showed a small increase over the previous month’s total, 
but the increase was less than the usual seasonal rise. 
Consequently, this bank’s index of building contracts 
awarded in 37 States, declined 4 points in October to a 
new low level since 1921, after holding steady during the 
preceding three months. During the first three weeks of 
November, however, average daily figures of building 
contract awards declined less than usual from the Oc
tober level.

Increases between September and October occurred in 
residential building contracts and in public works and 
utility projects, but the effect of these was largely offset 
by a decline in other non-residential building, which has 
now been on the down trend for the past four months, 
reaching in October the lowest level since February 1925. 
In the most recent instance this decline was due largely 
to a considerable decrease in industrial building, but 
compared with a year ago both industrial and commer
cial construction operations showed large reductions and 
the total volume for October was not greatly over half 
of the October 1929 volume. This reduction and a de
cline of 24 per cent in residential contracts considerably 
outweighed an increase of 31 per cent in public works 
and utilities, so that total building and engineering con-
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tracts were 24 per cent less than a year ago. For the first 
ten months of the current year the total of building con
tracts awarded in 37 States fell $1,025,000,000, or 20 per 
cent, below the figure for the same period of last year, 
and about 30 per cent below the 1928 volume.

October contracts awarded in Metropolitan New York 
and vicinity, which accounted for one-fourth of the 
month’s total, were in about the same volume as in the 
preceding month or in October a year ago.

E m p lo y m e n t  a n d  W ag es
A decline in factory employment and a seasonal re

lease of workers from agriculture combined to make gen
eral employment conditions in October somewhat less 
satisfactory than in September. The total number of 
workers employed in reporting factories in the country 
as a whole declined 2.5 per cent between the middle of 
September and the middle of October, according to the 
index of the Federal Reserve Board, and, as October usu
ally shows a decline of only about 0.5 per cent, the sea
sonally adjusted index declined further to a new low 
level since 1921. In New York State, factory employ
ment declined 1.7 per cent, while in past years there has 
been an average increase of about the same amount. As 
to agricultural employment, the United States Depart
ment of Agriculture reported a further rise in the supply 
of farm labor to the highest level since the data were first 
collected in 1918, and the demand for farm labor con
tinued well under the level of a year previous.

The ratio between orders for workers at New York 
State Employment Bureaus and the number of appli
cants coming to the Bureaus for work showed a seasonal 
decline in October, and some further loss occurred in the 
first half of November, but the decline in recent weeks 
has been much less rapid than in the corresponding 
period last year. The rate of voluntary labor turnover 
also declined seasonally in October, and reached the low
est level in the period for which the figures are available.

Factory payrolls in New York State declined 5 per 
cent between the middle of September and the middle of 
October instead of showing the usual seasonal increase, 
and average weekly earnings of factory employees were 
the lowest in more than five years, probably reflecting 
chiefly more extensive part-time employment.

The annual computation of average earnings of fac
tory office employees made by the New York State De
partment of Labor indicated that the gradual rise in the 
earnings of these employees has continued during the 
past year. The October 1930 average at $37.48 a week 
was 1 per cent above that of a year ago, while the aver
age earnings of factory operatives showed a 7 per cent 
decline during the year. Compared with the pre-war 
scale of pay, however, the percentage increase in office 
workers’ earnings still falls considerably short of that 
in operatives’ earnings.

In d ex e s  o f B u s in e ss ^ A ctiv ity

This bank’s indexes give evidence of a further decline 
in business activity during October. One of the most im
portant indicators of general business conditions— car
loadings of merchandise and miscellaneous freight —  
showed a further decrease, and after adjustment for the

usual seasonal variations, reached the lowest level since 
1922. A  further decline occurred in the first half of 
November. October loadings of bulk freight also showed 
a continued reduction.

Department store sales in this district expanded in 
about the average seasonal amount during October, while 
life insurance sales increased much less than usually, and 
this bank’s index declined to a new low level for the cur
rent business recession; advertising also expanded less 
than is usual for October. New corporations chartered 
in New York State increased by less than the usual sea
sonal amount during October, but at the same time the 
number of business failures after seasonal adjustment 
was lower than in the preceding month.

(Adjusted for seasonallvariations and usualfyear-to-year growth)

1929 1930

Oct. Aug. Sept. Oct.

Primary Distribution
Car loadings, merchandise and misc........ 101 88 86 84
Car loadings, other.................................... 92 78 74 73

100 88 79 71p
125 89 99 104p

Panama Canal traffic................................ 92 70 68
Distribution to Consumer

Department store sales, 2nd Dist............ 98 95 90 89
Chain store sales, other than grocery.. . . 99 89 88 86
Life insurance paid for.............................. 99 89 92 82
Advertising................................................. 103 82 87 85

General Business Activity
Bank debits, outside of New York City.. 116 95 92 92
Bank debits, New York City................... 218 109 113 114
Velocity of bank deposits, outside of New

York City...............................................
Velocity of bank deposits, New York City

137 103 100 100
244 112 118 115

Shares sold on N. Y. Stock Exchange 540 163 221 242
Postal receipts........................................... 102 91 91 91
Electric power............................................ 102 89 88 p
Employment in the United States r........ 103r 86r 86r 84r
Business failures........................................ 103 117 123 119
Building contracts.................................... 89 72 72 68
New corporations formed in N. Y. State. 93 85 98 90
Real estate transfers.................................. 73 63 58 61
General price level*................................... 181 166 167 163
Composite index of wages*...................... 228 223 225 221
Cost of living*........................................... 173 164 164 163

p Preliminary r Revised * 1913=100

F o re ig n  T r a d e
In October, the value of this country’s foreign mer- 

chandise trade remained well below that of a year ago. 
Imports of $248,000,000 were down 37 per cent from last 
year, the same percentage decrease as in September. 
Exports, valued at $328,000,000, showed an accelerated 
decline, and were smaller than in October of any year 
since 1914.

Both exports and imports, however, registered some 
measure of seasonal increase over the previous month. 
The rise in the case of imports was somewhat larger than 
the usual seasonal change, while the increase in exports 
was considerably below the average October increase of 
past years.

The combined value of grains and raw cotton shipped 
abroad during October was about $75,000,000 lower than 
a year ago, reflecting reductions in quantity as well as 
price. This decrease accounts for nearly 40 per cent of 
the loss in value of total exports. Compared with Sep
tember, the gain in cotton exports did not equal the usual 
seasonal increase between these two months, but the de
cline of one-third in the value of grain exports was about 
in accordance with the seasonal tendency.
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Total October sales of the reporting chain store sys
tems in this district averaged 5 per cent below a year 
ago, a decrease much the same as that reported in Sep
tember after adjustment to a daily rate of sales. The 
sales of grocery chains remained larger than a year 
previous, while the sales of all other types of chain store 
organizations continued to be smaller than in 1929. Ten 
cent chains reported sales almost 6 per cent smaller than 
in 1929, and other types of stores reported average 
decreases ranging from 7 to 19 per cent.

96

Chain Store Trade

Percentage change October 1930 
compared with October 1929

Type of store
Number

of
stores

Total
sales

Sales
per

store

Grocery........................................ +  6.7 +  3.4 — 3.1
Ten cent....................................... +  5.3 — 5.8 — 10.6
Drug............................................. — 2.9 — 14.4 — 11.9
Shoe.............................................. +  6.4 — 19.3 —24.2
Variety......................................... +  9.2 — 8.6 — 16.3
Candy........................................... +  3.3 — 6.8 — 9.8

Total..................................... +  6.1 — 5.1 —10.6

D e p a r tm e n t  S to re  T ra d e

October sales of reporting department stores in this 
district averaged 5.4 per cent smaller than in 1929, as 
compared with an 8 per cent decline in the average daily 
sales in September. Department stores located in Newark 
and the Hudson River Valley district reported sales 
slightly larger than last year, but decreases were re
ported from all other sections of the district. The lead
ing apparel stores reported a considerable decrease in 
sales as compared with a year previous for the sixth 
consecutive month.

Stocks of merchandise on hand at the end of the 
month, valued at retail prices, showed a decrease of 
5 per cent compared with a year previous. The rate of 
collections on charge accounts during October was 2 
per cent below a year ago, but slightly better than in 
September.

Locality

Percentage 
change 

October 1930 
compared with 
October 1929

Per cent of 
accounts 

outstanding 
September 30 

collected in 
October

Net
sales

Stock 
on hand 
end of 
month 1929 1930

New York...................................................... — 5.2 
— 16.1
— 4.5 
— 11.8 
+  0.2 
— 10.4
— 7.5
— 4.4 
— 10.3
— 4.9 
+  0.7 
— 16.3
— 5.3

— 3.5
— 4.5 
— 13.1 
— 16.0
— 7.0 
— 14.7
— 7.3

49.1
42.6
43.8
32.8
47.7 
40.3 
39.6

48.4
41.6
41.6
30.7 
43.1 
40.9
38.4

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........................... — 5.4 — 5.0 46.4 44.4

Apparel stores........................................ — 14.9 — 14.5 50.3 47.4

Comparisons of sales and stocks in major departments 
with those of a year ago are given in the following table.

Net sales 
percentage change 

October 1930 
compared with 
October 1929

Stock on hand 
percentage change 
October 31, 1930 
compared with 

October 31, 1929

Toys and sporting goods..................... +10.1 — 16.3
Toilet articles and drugs..................... +  5.8 — 3.0

+  1.9 — 5.6
Women’s and Misses’ ready-to-wear,. +  0.3 — 13.0
Silverware and jewelry........................ — 2.5 — 0.9
Men’s furnishings................................ — 3.1 — 10.5

— 3.9 +  4.2
Women’s ready-to-wear accessories... — 4.8 — 3.5
Men’s and Boys’ wear........................ — 7.1 — 14.0

— 7.5 — 14.7
Home furnishings................................. — 8.3 — 2.6

— 8.6 — 1.3
Linens and handkerchiefs.................... — 9.0 +  7.1
Woolen goods....................................... — 9.1 —21.6
Books and stationery.......................... — 9.2 — 8.3
Luggage and other leather goods....... — 9.2 — 11.3
Silks and velvets.................................. — 17.3 — 19.8
Musical instruments and radio.......... —20.6 +  8.6
Miscellaneous....................................... — 9.9 — 19.4

W h o lesa le  T ra d e
The dollar volume of business of the reporting whole

sale firms in this district in October continued to be 
considerably smaller than a year previous. The average 
decrease below October 1929 was 22 per cent, or about 
the same as in the two preceding months. Sales of drugs 
and yardage sales of silk goods showed decreases in 
October as compared with last year, following increases 
in September. The sales of groceries, cotton goods, and 
shoes continued to be substantially below a year ago, and 
the sales of hardware showed the largest decrease since 
June. Declines in excess of the average were reported 
by the men’s clothing, stationery, paper, diamond, and 
jewelry dealers. Orders for machine tools reported by 
the Machine Tool Builders Association, following month- 
to-month increases in August and September, declined 
in October, and were little more than one-fourth the 
volume of October 1929, and the lowest since September 
1924.

The value of stocks in all reporting lines, with the 
exception of drugs, continued to be substantially smaller 
than the previous year. Collections averaged slightly 
slower than in October 1929.

Commodity

Percentage 
change 

October 1930 
compared with 
September 1930

Percentage 
change 

October 1930 
compared with 
October 1929

Per cent of 
accounts 

outstanding 
September 30 

collected 
in October

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1929 1930

+11.4 +11.4 — 10.0 — 12.0 76.6 79.7
Men’s clothing.............. —29.1 — 34.5 39.7 35.4
Cotton goods................ +18.9 — *8’.3 —21.8 — i7'.9 40.4 38.1

— 5.6* +  2.7* — 5.1* — 13.4* 48.0 46.7
— 10.1 — 11.2 — 13.8 — 11.9 49.9 52.8
+24.9 — 9.6 — 5.6 +31.4 37.7 40.7

Hardware...................... +  8.8 — 4.1 —21.1 — 14.6 55.4 49.4
Machine tools**........... —33.7 —72.0

+11.1 —26.0 67.2 67'.9
Diamonds.....................

+  7.7 
— 10.1 — *2.1

—23.4
—47.2 —25.5

61.1 
| 27.4

57.1 
| 21.9+20.5 — 3.8 —46.0 —20.4

Weighted average. . . — 1.9 —21.9 53.6 52.9

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association
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B u sin ess  C o n d it io n s  in  th e  U n it e d  S ta te s

(Summarized by the Federal Reserve Board)
V OLUME of industrial production and factory employment declined in 

October, and there was a further downward movement o f commodity prices. 
Volume of sales by department stores increased by more than the usual seasonal 
amount. There was a considerable inflow of gold from South America and the 
Orient, and a further slight easing of money rates.

P roduction  a n d  E m p l o y m e n t

Industrial production, including both factories and mines, decreased by 
about 3 per cent in October, according to the Federal Reserve Board’s index, 
which makes allowance for usual seasonal changes. This decline reflected 
chiefly a further decrease in output of steel ingots, contrary to the usual sea
sonal movement, and a larger than seasonal decline in the output of auto
mobiles. Output in the shoe industry was also curtailed. Consumption of 
cotton by domestic mills showed a further increase of slightly more than the 
usual seasonal amount, and stocks of cotton cloth were further reduced; 
increased activity was also reported for the silk industry. Output of coal was 
in substantially larger volume than in September, while production of copper 
and petroleum declined.

Number of workers employed showed a decrease for the month in foundries 
and in the automobile, machine tool, woolen, and shoe industries, while increases 
were reported in number of persons employed in the production of silk goods, 
hosiery, and radios. Employment at coal mines increased considerably, partly 
in response to seasonal influences.

Value of contracts for residential building, as reported by the F. W. 
Dodge Corporation, which had shown a growth in September, increased further 
in October, but by an amount smaller than is usual for that month. Contracts 
for public works and utilities also increased somewhat, reflecting a larger vol
ume of awards for pipe lines. Owing to a substantial decrease in contracts for 
industrial building, however, there was little change in the total value of build
ing contracts awarded.

D is t r ib u t io n

Volume of distribution o f commodities by rail showed a decline from 
September to October. Retail trade, however, as indicated by sales of depart
ment stores, increased by considerably more than the seasonal amount, accord
ing to preliminary reports to the Federal Reserve System.

W h o l e s a l e  P ric es

The general level of wholesale prices, as measured by the Bureau of Labor 
Statistics index, declined in October, and the decline continued in the first half 
of November. Further decreases in the prices of many agricultural products, 
including grains, livestock, and meats, were accompanied by reduction in the 
prices of hides, tin, petroleum, and gasoline, while sugar and copper advanced. 
The price of cotton rose considerably at the end of October from the low level 
prevailing early in the month.

B a n k  Credit

Total volume of credit at reporting member banks in leading cities showed 
relatively little change for the four-week period ended November 12. Loans 
on securities declined further by $350,000,000, reflecting reductions in loans to 
brokers and dealers in securities, while all other loans increased by $150,- 
000,000, partly on account of purchases of acceptances by the member banks. 
The banks also increased their holdings of investments. The volume of Reserve 
Bank credit in use showed little change between the middle of October and the 
middle of November. There was a further addition of $30,000,000 to the stock 
of monetary gold and a decline of $20,000,000 in money in circulation, while 
member bank reserve balances increased. No material change in the composi
tion of the Reserve Bank portfolio was shown for the month.

Money rates in the open market have eased slightly since the middle of 
October. The rate on prime commercial paper declined from 3 per cent to a 
range from 2% to 3 per cent and there was a reduction in the rate on bankers 
acceptances of the longer maturities. Long-time money rates, as measured by 
yields on United States Government securities, declined slightly.

PER CENT 
1 4 0 i-------------

601_________ _________ _________ ___________________
1926 1927 1928 1929 1930

Index Number of Production of Manufactures 
and Minerals Combined, Adjusted for Seasonal 

Variations (1923-25 averages 100 per cent)
PER CENT

r»̂ ex Numbers of Factory Employment and 
Payrolls, Without Adjustment for Seasonal 

Variations (1923-25 average—IOO per cent)
PER. CENT

Wholesale Price Indexes of the United States 
Bureau of Labor Statistics (1926 

average =100  per cent)
BiLLlONS OF DOLLARS

Monthly Averages of Weekly Figures for 
Reporting Member Banks in Leading 

Cities (Latest figures are averages 
of first 2 weeks of November)
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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 January 1, 1931

M o n e y  M a r k e t  in  D e c e m b e r

The principal influence on the money market during 
the past month was a large demand for currency, due in 
part to the usual seasonal requirements for the holiday 
and in part to an unusual demand immediately pre
ceding and following the closing of the Bank of United 
States.

For a number of years past there had been no failure 
of any important banking institution in this district, but 
on December 11 the Bank of United States in New York 
City was taken over by the New York State Superin
tendent of Banks at the request of the directors of the 
bank, after persistent and vigorous efforts by the State 
Superintendent and other bankers had not succeeded, 
under the limitations of action at such a time, in discov
ering any practicable plan by which the bank might 
properly be kept open. The Bank of United States had 
about 400,000 depositors at 59 branches, and total 
deposits on the date of closing amounting to more than 
$160,000,000. It was a member of the Federal Reserve 
System but not a member of the New York Clearing 
House. To meet the situation in part, 23 New York

banks offered to make loans to depositors of the Bank of 
United States up to 50 per cent of the net amount of 
their deposits. By the 30th of the month, 34,338 loans 
had been approved aggregating less than $13,000,000.

The closing of the Bank of United States was followed 
by considerable withdrawals of deposits from several 
other banks doing business with a somewhat similar 
type of customers in the same general localities. There 
were indications that these withdrawals of deposits were 
accentuated by the deliberate circulation of false and 
malicious rumors. These banks called upon the Reserve 
Bank for large amounts of currency. Other banks more
over drew more than the usual amounts of currency to 
be prepared in the event of any possible exceptional 
withdrawals. Large demands for currency from this 
cause came at a time of normal increase in currency re
quirements for the holiday trade. As a result a net 
amount of over 170 million dollars of currency was 
drawn from the Federal Reserve Bank of New York in 
the week ended December 13.

This occurrence illustrated on a large scale much the 
kind of service which the Federal Reserve mechanism 
was designed to render. The large demand for currency,

Amount of Money in Circulation in the United States (Weeklyaverages of daily figures) Total Federal Reserve Credit Outstanding (Weekly averages 
of daily figures)

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

January 1, 1931



2 MONTHLY REVIEW, JANUARY 1, 1931

due in part to some apprehension of depositors, paral
leled in some respects the currency demand in 1907, 
which was vividly in mind when the Reserve Act was 
drafted. The Federal Reserve mechanism was adequate 
to the demand, currency being freely supplied to any 
member bank applying for it, without any appreciable 
strain upon the credit situation. Call money rose from 2 
to 2%  per cent for three days and then reverted to 2 per 
cent. Banks secured the extra currency they required 
largely by borrowing at the Reserve Bank upon the basis 
of eligible assets, though there was also some increase in 
Federal Reserve holdings of bankers acceptances and 
Government securities. The effect of this operation on 
the position of the New York Reserve Bank is indicated 
by the reserve ratio, which was 76.0 on December 17, as 
compared with 82.7 on December 10.

After a few days, currency withdrawals subsided to 
about normal for the season and some of the currency 
previously withdrawn was returned to the Reserve Bank. 
The banks subjected to withdrawals following the 
closing of the Bank of United States generally met with
out difficulty the demands upon them, with the single 
exception of the Chelsea Bank and Trust Company, a 
State bank, not a member of the Federal Reserve Sys
tem, with about $12,000,000 of deposits, which was closed 
by the State Superintendent of Banks on December 23.

The first diagram on the preceding page shows the effect 
on the total amount of currency outstanding throughout 
the country of the increased currency demand on the part 
of the banks during the first half of December, added to 
the usual large currency requirements of the holiday trade. 
The second diagram shows the corresponding movements 
in Reserve Bank credit, through which funds were sup
plied to meet the demands on member banks. In the lat
ter part of November and early December the require
ments for funds, which were largely seasonal though in
creased somewhat by banking disturbances elsewhere, 
were met in part through member bank sales of accept
ances to the Reserve Banks, and in part through a rather 
general increase in member bank borrowing at the Re
serve Banks, not only in New York but in other districts. 
There was also a small increase in Government security 
holdings by the Reserve Banks, partly reflecting the 
Treasury special one-day certificates of indebtedness 
given the New York Reserve Bank for a few days around 
December 15 to cover a temporary excess of Treasury 
disbursements over receipts. Just before Christmas the 
final currency requirements for the holiday were met 
largely by withdrawals of funds from New York by 
banks in other parts of the country and by member bank 
borrowing from the Reserve Bank in New York.

In general, money rates have given only slight indica
tion of any tightening of money market conditions dur
ing the month, notwithstanding the fact that the peak 
of the demand for funds was reached during this period. 
A temporary advance in call money rates to 3%  and 4 
per cent near the end of the month reflected the usual 
preparations for year-end statements and disbursements. 
Effective December 24 the Federal Reserve Bank of 
New York reduced its discount rate from 2%  to 2 per 
cent.

Money Rates at New York

Dec. 31, 1929 Nov. 28, 1930 Dec. 30, 1930

Stock Exchange call loans..................... *5^-6 *2 *2-4
Stock Exchange 90 day loans................ tt4M-5 tt2-2M tt2M -2^
Prime commercial paper........................ 5 2 ^ -3 2M-3
Bills—90 day unindorsed.......................
Customers’ rates on commercial loans..

4 IK IK
f5.57 f3 .73 f3 .75

Treasury certificates and notes
Maturing March 15 (yield)............... 2.40 1.19 1.34
Maturing June 15 (yield).................. 2.98 1.35 1.45

Federal Reserve Bank of New York re
discount rate....................................... 4H 2 M 2

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills 4 %2 1%

* For preceding week ff  Nominal t Average rate of leading banks 
at middle of month J 1-75 days— 1K per cent.

B il l  M a r k e t

During the month of December there was a moderately 
large turnover of bills in the discount market. The sup
ply of bills offered to the market continued to some ex
tent to be restricted by banks withholding new bills in 
their own portfolios, but offerings of bills to the discount 
market somewhat exceeded the investment demand, a 
considerable part of which represented orders for foreign 
account. Consequently, despite a net increase in Federal 
Reserve holdings, the portfolios of the bill dealers in
creased somewhat during the month; however, they re
mained comparatively small for this time of the year. 
Open market bill rates were unchanged throughout the 
month, although the New York Reserve Bank’s bill buy
ing rates were reduced on December 24, coincident with 
the cut in the Reserve Bank discount rate.

An increase in Federal Reserve bill holdings, amount
ing to $84,000,000 between the reporting dates of No
vember 26 and December 24, reflected in large part sub
stantial sales of short maturity bills by the New York 
banks to maintain their required reserves during the end 
of November and first of December transactions, and 
also to meet the increased demands for funds later in 
the month. Federal Reserve holdings declined somewhat 
in the third week of the month, but increased again on 
the approach of Christmas and the year-end.

The volume of bankers acceptances outstanding in
creased $63,000,000 further during November to $1,571,- 
000,000 at the end of that month. This rise reflected 
chiefly increases of $38,000,000 in domestic warehouse 
credits, $15,000,000 in export acceptances, and $11,000,- 
000 in bills based on foreign shipped or stored goods. 
The increase in domestic warehouse credits was a sea
sonal development, having occurred in somewhat similar 
amounts in November of the two preceding years, and 
the rise in export acceptances likewise was in accord
ance with the seasonal expectation. The month’s increase 
in acceptances based on goods stored in or shipped be
tween foreign countries raised the total of this class of 
acceptances outstanding to a level $128,000,000 higher 
than a year ago. The increase in this type of acceptance 
and small increases in domestic warehouse credits and 
in bills covering domestic shipments have been exceeded 
by declines of more than $100,000,000 in both export and 
import bills, so that total outstandings for November 
were $87,000,000 smaller than a year ago. Undoubtedly 
lower commodity prices have played a part in this 
decline.
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Rather quiet conditions prevailed in the commercial 
paper market during December. On the one side, there 
was the lack of interest from investing banks in all but 
the best names, which was attributed to the usual sea
sonal demands on the banks at this time and to the 
banks’ efforts to maintain strong cash positions on ac
count of unsettled banking conditions in certain sections 
of the country. At the same time, supplies of new paper 
coming into dealers’ hands were of small proportions, as 
might be expected at this season of the year, in view of 
the desire of commercial concerns to show as little in
debtedness as possible in year-end statements. The paper 
of highest grade commercial concerns continued to com
mand the 2%  per cent rate, but the ordinary prime 
paper was more generally offered at 3 per cent than at 
the lower quotation.

The diminishing activity of the commercial paper mar
ket in the closing months of the year is indicated in the 
volume of paper outstanding as reported to this bank by 
leading dealers. On November 29 the total outstandings 
were $448,000,000, an amount 8 per cent lower than at 
the end of October and 19 per cent under the April peak. 
The November figure, however, remained $133,000,000, 
or 42 per cent, above the outstandings of November 1929.

C o m m e r c i a l  P a p e r  M a r k e t

S e c u rity  M a r k e ts

Renewed weakness developed in the stock market dur
ing the first half of December, and the general level of 
share prices receded to new lows since the spring of
1927. Average prices dropped to a level 7 per cent under 
the previous low of the year reached in the first part of 
November and 18 per cent below the level reached at the 
end of the severe break in stocks that occurred during 
the autumn of 1929. The total decline of 55 per cent 
from the peak of September 1929 has probably been the 
largest ever experienced on the Exchange. The extent of 
the shrinkage in the various classes of stocks has varied 
considerably— utility shares receded to the levels of early
1928, while the industrial stocks declined to levels not 
previously touched since 1927, and railroad shares 
reached the lowest points since 1925.

Trading throughout this period of liquidation of the 
first half of December remained of an orderly character, 
and on only one day when the trend of prices was down
ward did the turnover exceed 4 million shares. Shortly 
after the middle of the month a moderate rebound in 
stock prices occurred, but movements near the end of 
December were irregular.

Weakness in the bond market, which had been in evi
dence during October and November, continued in the 
first half of December, accompanying the declines in 
stock prices. The drop during this period was much more 
rapid than in the preceding two months, and some of the 
currently published averages of domestic corporation 
bond prices declined to new lows for several years, while 
only those composed of the higher grade issues remained 
above their 1929 lows. Declines in the various price aver-
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ages during this part of December ranged from 1%  to 
4 points, but as a result of a reversal in bond price 
movements during the second half of the month, the net 
losses for December were reduced to a range of y2 to 2^4 
points. In an effort to portray the movement of domestic 
corporation bond prices in general, giving consideration 
to both high grade and relatively low grade issues, a com
posite of the currently available bond price averages has 
been computed and this is shown in the accompanying 
diagram, together with price averages of foreign bonds 
and of United States Government long-term issues.

Like domestic corporation issues, prices of foreign 
bonds listed in this market dropped considerably in 
December and an average of 40 representative issues 
reached the lowest level since at least 1924. The marked 
declines in domestic corporate and foreign bonds oc
curred at a time when there were indications that some 
of the commercial banks were effecting a change in the 
composition of their investments by acquiring United 
States Government securities and disposing of other 
holdings. Accompanying this movement, prices of United 
States Government long-term bonds held relatively 
steady; at no time during the month did they show an 
average decline of more than y2 point.

N e w  F in a n c in g

The volume of new security offerings put out during 
November, exclusive of refunding issues, was slightly 
below the relatively small totals for the previous two 
months, but remained somewhat above the low figure for 
November 1929. Domestic corporate new financing to
taled only $135,000,000, as compared with $127,000,000 
in October and a monthly average of $538,000,000 in the 
first half of this year. State, municipal, and farm loan 
issues totaled $112,000,000 in November, a reduction of 
one-third from the previous month and also somewhat 
less than the average of the first half of the year. Public 
offerings of foreign securities were of almost negligible
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amount, but total foreign financing for the month, in
cluding a $78,250,000 German Government private credit 
placed here, and a $5,000,000 Kingdom of Hungary se
curity issue which was also placed privately, amounted 
to $84,000,000.

For the first eleven months of 1930, the total amount 
of new securities offered, other than those for refunding 
purposes and those issued by investment trusts, and finan
cial trading and holding companies, has been approxi
mately $6,300,000,000, a reduction of $1,000,000,000 from 
the similar flotations during the corresponding period of
1929. The decline has been entirely in domestic corpora
tion security issues, since both State and municipal is
sues and foreign flotations have been larger than in the 
first eleven months of 1929.

A  further decline in the issuance of new securities 
occurred during December, and the aggregate for the 
month appears to have been only about one-third as large 
as the figure for December 1929. In the domestic field, 
the small offerings were about evenly divided between 
public utility bonds and State and municipal issues; 
there was virtually no industrial and railroad financing 
done by means of securities. Foreign flotations continued 
to be extremely small.

F o re ig n  E x c h a n g e

Movements in the foreign exchanges were irregular 
in December as in the previous month, but on the 
whole the tendency of the principal currencies was to
wards increased firmness. This was true of sterling and 
French francs, which towards the end of the month were 
quoted at $4.85% and $0.0393 3/32, respectively; of 
guilders, which opened the month at $0.4023^4 and 
reached $0.4030% on the 26th; and of Swiss francs, 
which moved up by some five points to $0.19421/2 in the 
course of the month. The Scandinavian exchanges were 
fairly steady, with Swedish crowns three to four points 
above their parity of $0.2680. Diverse movements were 
reported in the reichsmark and the lira, both firming 
until around the 15th, and then declining slightly below 
the levels of the opening of the month. The peseta stood 
at $0.1126 on the 1st, but weakened to $0.1010 on the 
15th, after which a recovery occurred which left the 
quotation steady at around $0.1066.

Canadian dollars moved from a premium to a discount 
on the 8th and continued around the gold import point 
to this country during the rest of the month. The Ar
gentine peso weakened almost without interruption from 
$0.7813 on the 1st to $0.7273 on the 27th, a new low for 
many years. Japanese yen strengthened gradually dur
ing the first ten days, weakened slightly, and then ef
fected a partial recovery to $0.4968, three points above 
the December 1 quotation.

G o ld  M o v e m e n t

Of particular interest during December was the re
ceipt of $22,000,000 of gold from Canada, reversing the 
movement begun last July during which $36,500,000 was 
exported to that country. This was the first material 
import movement from Canada since March 1929. In 
addition, $4,900,000 was received from Argentina,

$1,650,000 from Cuba, and $975,000 from Colombia. Ex
ports were negligible, but there was a loss to the coun
try’s gold stock through an increase of gold held under 
earmark for foreign account, amounting to $15,500,000. 
A  preliminary estimate indicates a net gain of about 
$15,000,000 of gold during December, and a net gain for 
the year of about $275,000,000.

France continued to make heavy withdrawals at the 
Bank of England during December, amounting to over 
£7,400,000. Germany also appeared as a buyer, taking 
£1,800,000. These losses were offset in part by the re
ported receipt of sovereigns at the Bank of England, of 
which £1,000,000 came from South Africa and £920,000 
from Brazil. In addition to the gold obtained at the 
Bank of England, France took the bulk of the South 
African gold offered in the market, amounting to 
£3,800,000.

V a lu e  o f C rops

The Department of Agriculture estimates that the 
value of 1930 crops showed a decline of 2 %  billion dol
lars, or 28 per cent, from the value of 1929 crops; this 
year’s estimated return from agricultural commodities 
other than livestock, at 6 ^  billion dollars, was the small
est since 1921. As indicated in the accompanying dia
gram, the value of all of the important crops was con
siderably smaller than a year ago. The principal cause 
of this loss is to be found in the drastic decline in prices, 
even in the cases of crops the yields of which were 
smaller than usual. Crop prices on December 1 were 24 
per cent under those of a year earlier, and were the 

- lowest for any December since 1915.
Total crop production during 1930 was about 5 per 

cent under the previous year, although a number of im
portant crops showed gains over 1929. The most im
portant decline was in the corn crop, which was 533,000,- 
000 bushels, or 20 per cent, smaller than that of 1929; 
the 1930 crop was in fact the smallest since 1901, and 
did not come within 200,000,000 bushels of any interven
ing year. Of the other crops shown in the diagram, in
creases over 1929 were indicated in wheat, oats, barley, 
potatoes, apples, and oranges, while there were declines 
in cotton, hay, and tobacco.
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A compilation of all the data available at this time 
pertaining to production and trade in 1930 indicates the 
extent to which the current recession has affected the 
aggregate business turnover for the year. The prelim
inary composite of 160 series has been prepared by using 
actual data as far as possible, usually for the first eleven 
months, and adding estimated figures for the remainder 
of the year, with the leading1 items weighted in order to 
have their importance properly represented in the group 
averages and aggregate. According to this estimate, the 
volume of production and trade in the United States dur
ing 1930 was about 14 per cent smaller than in 1929, a 
considerably larger decline from the previous year than 
occurred in either of the two preceding years of reces
sion— 1924 and 1927. For the year as a whole, the 1930 
decline appears to have been somewhat less, however, 
than that of 1921 when the decline amounted to approxi
mately 17 per cent.

In order to show the relative extent of the decline dur
ing the past year, the data for the years 1919-1930 have 
been plotted on a ratio scale in the accompanying dia
gram. To the broad weighted index of a large number 
of series available for past years has been added an esti
mated figure for 1930, based on the preliminary data ob
tainable at this time.

The group of series representing building activity 
showed the largest decrease in 1930 from the level of 
the previous year. Manufacturing output registered the 
next largest reduction, and the production of minerals 
and metals showed a decline that was not greatly less.

Production and Trade in 1930 PER CENT

Per cent change 
1930 from 1929

Manufactures Foods
Rayon production.................. ...—58 Cheese.....................
Automobiles, pass, cars.............—41 Lard........................
Automobiles, trucks............... ...—30 Swine slaughtered.
Locomotives, shipments........ ...—27 Butter.....................
Wool consumption.....................—26 Meat.......................
Tires, pneumatic........................—25 Sugar meltings------
Cotton consumption.............. ...—24 Wheat flour............
Steel castings.......................... ...— 17 Cattle slaughtered.
Boots and shoes.........................— 15 Calves slaughtered
Silk consumption.......................— 13 Poultry...................
Paper, total................................— 9 Fish
Tobacco products......................— 4
Electricity............................... ..— 2
Gasoline................................... ..+ 4
Railway cars, shipments...........+ 9  Building Materials and Construction

Group average.................... ...— 19 Common brick -31
Minerals and Metals

Steel ingots........................
Pig iron................................... ...—25
Copper..................................... ...—25
Zinc ...........................................—20
Lead.............. : ..........................~ i|  TradeBituminous coal.. 
Petroleum, crude. 
Anthracite coal...
Gold.....................

Group average.

-11-10

Crops
Corn...........
Hay...........
Cotton. . . . .  
Sugar, cane
Tobacco-----1
Potatoes, white,

Per cent change 
1930 from 1929

—27—11
— 9— 6
— 4
— 3
—  3— 2 
+ 1 
+  26

Sheep slaughtered...................... +18
Group average.......................  — 1

Lumber, Douglas fir.................. —23
os Building contracts.....................  —20

Cement.......................................  — 6
Concrete pavements.................. +  6

Group average.......................  —26

Auto exports.............................. ...—56
Grain exports............................. ...—24

■ 9R Raw silk imports....................... ...—21
Carloadings, other..................... ...— 17
Crude rubber imports.............. ...— 15
Carloadings, mdse, and misc... . *—12

—20 Cotton exports........................... ...— 10
— 18 Wholesale trade......................... ...— 10
— 4 Department store sales.................— 7
— 2 Coffee imports........................... ...+  5
— 1 Group average....................... ...—15
+ 1

Rice.......................................... +  2 Miscellaneous
Wheat...................................... 4* 5 Shares sold on N. Y. Stock
Barley...................................... + 8  Exchange.....................................  —29
Tomatoes................................  +12 Newspaper advertising...................  — 13
Oats.........................................  +14 Magazine advertising..... ................ — 11
Apples.....................................  +15 New incorporations in N. Y.
Peaches.................................... +16 State............................................. — 8
R y e ............................................................. +20 Group average.........................................  — 15
Oranges.................................... +41

Group average....................  — 5 Average of 160 series......................  — 14

Index of General Production and Trade in the United States.
(Figure for 1930 preliminary; ratio scale used to show 

proportionate changes. 1923-1925 average =  
lOO per cent)

General trade, however, appears to have shown a some
what smaller decrease than occurred in the foregoing 
production groups, and the output of foods seems to 
have been curtailed hardly at all. Crop production, the 
other principal group, was reduced about 5 per cent, 
taking into account all the principal agricultural com
modities except live stock. The accompanying table gives 
the more important series included in the group averages.

C o m m o d ity  P rices

Further substantial declines occurred in commodity 
prices during December, and the weekly index of the 
National Fertilizer Association, which is composed of the 
prices of more than 450 commodities, established a new 
low level for recent years. Most of the important metals 
displayed renewed weakness. Following the abrupt rise 
in copper prices in November, producers dropped their 
nominal domestic quotation from 12 to 11 cents, and in 
the outside market the metal was reported available for 
a time in December as low as 9%  cents, though the price 
later strengthened to 10% cents. The Iron A ge  com
posite prices of finished steel and of pig iron receded to 
new low levels since 1922 and 1915, respectively, but 
scrap steel was steady at the low of $12.75 a ton, fol
lowing the decline of $3.00 during October and Novem
ber. Lead was unchanged in December, but zinc at a 
low of 4.00 cents a pound was only fractionally above its 
October low, and tin fell to 23%  cents a pound, reported 
to be the lowest price since 1902, but recovered three 
cents near the end of the month. Silver dropped to 
slightly below 31 cents an ounce, the lowest price in the 
recorded history of the commodity. The fuels were gen
erally steady in price.

Prices of agricultural commodities for the most part 
were weak. One of the principal developments was a fall 
in the price of raw cotton at New York to 9.45 cents a 
pound, the lowest figure since early in 1915. Wool also 
established a new low for the current decline at slightly 
under 61 cents for the domestic grades, but raw silk
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PER GENT

Movements of Prices of Raw Materials, Semi-Manufactured Ar
ticles, and of Finished Products. (United States Bureau 

of Labor Statistics Indexes; 1926 average =
100 per cent)

moved irregularly upward. Hog prices were somewhat 
lower, and hides receded to a new low for recent years 
at 10 cents a pound; steers were slightly higher on the 
average. Cash wheat remained fairly steady, ranging be
tween 75 and 80 cents a bushel, as against a low of 70*4 
cents reached in the middle of November, but corn 
dropped to a new low for a number of years, notwith
standing the unusually small crop. Declines occurred 
also in refined sugar and crude rubber.

The major classifications of commodity prices com
puted by the Bureau of Labor Statistics— raw materials, 
semi-manufactured articles, and finished products— af
ford an interesting comparison, which is illustrated in 
the accompanying diagram. During most of 1929, when 
commodity prices were relatively stable, the three group 
indexes remained approximately at the same level, rela
tive to 1926 prices, but in the rapid decline this year 
they have tended to diverge. In the case of finished 
products, the decline has been considerably less than in 
the other two groups. The movement of the semi-manu
factured articles group, which includes the important 
metals, and the trend of raw materials were approxi
mately parallel until August, when the rise in certain 
agricultural commodities as a result of widespread 
drought brought some recovery in the raw materials 
group. This index has more recently declined, however, 
and the differential between the two groups has now been 
virtually eliminated, so that while finished products in 
November were 14 per cent below the July 1929 level, 
raw materials and semi-manufactured articles showed 
declines of 23 and 21 per cent, respectively.

P ro d u c tio n

Available data for December indicate a further reces
sion in productive activity of at least seasonal propor
tions during the month. Steel mill activity, as measured 
by the Iron A ge operating ratio, receded to 38 per cent 
of theoretical capacity in the first week of December, and 
after remaining unchanged during the next two weeks,

dropped to a very low level toward the close of the 
month, due to year-end suspensions. Production of 
bituminous coal and petroleum were further contracted 
in December, while anthracite coal output increased. 
Output of cotton goods increased somewhat further de
spite some seasonal falling off in sales.

Monthly figures for November show that the general 
tendency of industrial production continued downward, 
and the seasonally adjusted index of the Federal Eeserve 
Board reached a new low level for the current recession,
34 per cent below the high point of 1929. The most 
notable exception to this general contraction of output 
continued to be in the textile industries; even after al
lowance is made for the usual autumn increase and the 
long-time growth of the industries, mill consumption 
both of raw cotton and of raw silk has shown an in
crease from the low levels of a few months ago, a sub
stantial increase in the case of silk. Automobile produc
tion on a daily average basis showed little change in 
November, as contrasted with a usual seasonal decline. 
On the other hand, declines occurred during November 
in output of all of the important metals, with steel ingot 
production down 11 per cent, and, after allowance for 
seasonal fluctuations and year-to-year growth, an index 
of the production of metals as a whole reached the low
est level since the early months of 1922. Output of 
bituminous coal, after expanding in the first part of the 
month, declined later, and showed a small loss for the 
month as a whole; production of anthracite coal, of coke, 
and of crude petroleum also showed declines in Novem
ber, both before and after seasonal adjustment. Other 
industries also curtailed production rather generally.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Nov. Sept. Oct. Nov.
Metals

107 79 71 62
94 81 69 62

Copper, U. S. mines.................................. 107 81 77 p 74p
103 89 82 73
84 75 71 55

Tin deliveries............................................. 97 105 113 89
Automobiles

Passenger cars........................................... 61 49 31 p 35p
Motor trucks............................................. 119 75 66 p 79p

Fuels
Bituminous coal........................................ 84 71 74 71p
Anthracite coal.......................................... 92 78 103 83 p

108 84 80 75
Petroleum, crude....................................... 103 87 86 84p
Petroleum products.................................. 99 88 85

Textiles and Leather Products
Cotton consumption................................. 90 68 70 71
Wool mill activity..................................... 84 70 66 63p
Silk consumption....................................... 105 101 113 115
Leather, sole r ........................................... 104 r 10 6r 98r 95 r
Boots and shoes......................................... 100 95 80p 61 p

Foods and Tobacco Products
Live stock slaughtered.............................. 97 98 96 89
Wheat flour................................................ 96 98 91 97
Sugar meltings, U. S. ports...................... 103 84 92
Tobacco products...................................... 102 95 98 90

Miscellaneous
109 106 94 83
70 57 61

Printing activity........................................ 95 90 84
Paper, newsprint r................................... 96r 87 r 89 r 83r
Wood pulp r............................................... 96r 89r 80r

p Preliminary r Revised
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The volume of building contracts awarded in 37 States, 
from which reports are collected by the F. W . Dodge 
Corporation, underwent a contraction of 25 per cent in 
November, and as this decline was more than the usual 
seasonal drop, this bank’s index of building contract 
awards, in which allowance has been made for long time 
growth and seasonal influences, declined 5 points further 
to a new low level since 1921. The decrease in contracts 
compared with November 1929 amounted to 35 per cent. 
Non-residential building other than public works and 
utilities registered the largest decline— 51 per cent— re
flecting principally decreases of 70 per cent in commer
cial and 60 per cent industrial contracts. The recession 
in non-residential building has been in progress for a 
much shorter time than the decline in residential con
struction, and comparisons with a year ago are with a 
rather high level of activity, whereas the 29 per cent 
decline for residential contracts is in comparison with 
figures which had already shown a considerable reduc
tion. For public works and other engineering projects, 
the November awards were nearly up to the level of a 
year ago.

The total volume of building and engineering work 
contracted for during the first eleven months of the year 
was 21 per cent smaller than in the corresponding period 
of 1929, and 31 per cent less than in 1928. Residential 
construction suffered the largest decline both relatively 
and in actual amount, with especially large reductions 
in the amount of apartment house and hotel construc
tion ; the most severe declines in this type occurred dur
ing the first half of the year, however, and the figures 
for the subsequent five months showed little more than 
seasonal fluctuations. Public works and other engineer
ing work was somewhat heavier than in the previous 
two years, while other non-residential contracts showed 
a sizable decline, especially in the latter part of the year.

During the first three weeks of December, the daily 
average volume of contracts placed in the 37 reporting 
States showed a drop from the previous month, in keep
ing with the usual seasonal tendency, and continued 
much below the level of a year ago.

E m p lo y m e n t  a n d  W a g es

Industrial employment in the United States declined 
by more than the usual seasonal amount from October 
to November, and was 18 per cent below the level of No
vember 1929. As a result of this movement, the season
ally adjusted index of the Federal Reserve Board de
clined to a new low level since 1921. The New York 
State Department of Labor reported a further decline of 
3.1 per cent in employment in representative New York 
State factories, whereas in past years the average No
vember decline, which usually begins the seasonal cur
tailment, has amounted to 0.5 per cent. The rate of 
voluntary labor turnover, reported by the U. S. Bureau 
of Labor Statistics, reached in November a new low level 
for the twelve years for which the figures are available.

Factory payrolls in New York State declined 5.2 per 
cent further in November, as compared with a usual sea
sonal drop of not more than 1%  per cent. Consequently,

Building the average weekly earnings of factory employees in New 
York State dropped to $27.41, the lowest level since 
1924; this decline probably reflects a reduction of work
ing hours to a greater extent than a general decline in 
wage rates.

In d ex e s  o f Business A c t iv i t y

According to this bank’s indexes, general business ac
tivity declined somewhat further in November. Car load
ings of merchandise and miscellaneous freight, consid
ered by many as one of the best indicators of general 
business conditions, showed more than the usual decline 
from the previous month, and, after seasonal adjustment, 
were the smallest since 1922. In the first part of Decem
ber, however, loadings of this type of freight showed no 
more than the usual contraction that takes place as the 
year draws to a close.

A  number of the other indexes also declined in No
vember. Merchandise exports declined 12 per cent and im
ports 17 per cent, and railroad loadings of bulk freight 
showed a reduction that was larger than the usual sea
sonal decline. Average daily department store sales 
in the Second District, on the other hand, showed at least 
the usual seasonal expansion in November, and the aver
age daily amount of life insurance sales increased. The 
number of business failures declined 4 per cent from Oc
tober to November, a favorable development in view of 
the seasonal tendency toward an increase in the number 
of failures.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Nov. Sept. Oct. Nov.
Primary Distribution

Car loadings, merchandise and misc........ 95 86 84 80
Car loadings, other.................................... 88 74 73 69

84 79 71p 63p
113 99 104p 89 p

Panama Canal traffic................................ 84 68 74 72
Distribution to Consumer

Department store sales, 2nd Dist............ 93 90 89 91
Chain store sales, other than grocery.. . . 104 88 86 89
Life insurance paid for.............................. 104 92 82 88
Advertising................................................. 98 87 85 80

General Business Activity
Bank debits, outside of New York City.. 117 92 91r 87
Bank debits, New York City................... 202 113 114 92
Velocity of bank deposits, outside of New

York City............................................... 130 100 100 94
Velocity of bank deposits, New York City 189 118 115 87
Shares sold on N. Y. Stock Exchange. . . 239 221 242 166
Postal receipts........................................... 98 91 91
Electric power............................................ 97 88 88p
Employment in the United States.......... 100 86 84 82
Business failures........................................ 100 123 119 113
Building contracts..................................... 93 72 68 63
New corporations formed in N. Y. State. 79 98 90 83
Real estate transfers................................. 73 58 61
General price level*................................... 174 167 163 161
Composite index of wages*...................... 226 225 221 219
Cost of living*........................................... 172 164 163 161

p Preliminary r Revised *1913=100

F o re ig n  T r a d e

This country’s foreign merchandise trade during No
vember showed substantial decreases from the figures 
reported for October, although no decided seasonal tend
ency has appeared in previous years, and continued to 
show large declines from the level of the previous year.
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Exports, at $289,000,000, were the smallest in dollar 
value for November of any year since 1914, while the 
valuation of $205,000,000 for imports was smaller than 
in the corresponding month of any year since 1916. In 
the case of both exports and imports, however, the level 
was not quite as far below that of 1929 in November as 
in October.

November exports of raw cotton were reduced from a 
year ago by about 13 per cent in quantity, and about 46 
per cent in value. Shipments abroad of grains and grain 
products were 54 per cent smaller in value than in No
vember 1929, although the decrease in quantity was con
siderably less. The volume of both raw silk and crude 
rubber imports decreased, after a temporary gain in 
October; compared with a year previous, silk imports 
showed a decline of 12 per cent, and rubber imports 
were down 22 per cent.

D e p a r tm e n t  S to re  T r a d e
Reports from the leading department stores in the 

metropolitan area for the first 24 days of the month in
dicated that the holiday trade in these stores was about 
4%  per cent smaller than a year ago. There was one 
more selling day this year than in the corresponding 
period in 1929, but it is not clear that this had any ma
terial effect on the volume of business done. Assuming 
a decrease of the same amount for the entire month of 
December, the total sales of the reporting stores for the 
year 1930 will have been about 2%  per cent smaller than 
in the previous year. Taking into consideration the 
downward tendency of prices during the year, it seems 
probable that the actual quantity of goods sold compared 
favorably with that of 1929.

November department stores sales were nearly 8 per 
cent smaller than in 1929, but as there was one less sell
ing day this year, the average daily sales showed a de
cline of about 4 per cent, a smaller decline than in Oc
tober. All sections in this district reported a decrease in 
sales, the declines ranging from 3 per cent to 16 per cent. 
The leading apparel stores continued to report a sub
stantial decrease in sales, but the decline in the daily 
average volume of sales was the smallest since August.

Locality

Percentage 
change 

November 1930 
compared with 
November 1929

Per cent of 
accounts 

outstanding 
October 31 
collected in 
November

Net
sales

Stock 
on hand 
end of 
month 1929 1930

New York...................................................... — 7.9 
— 10.5 
— 10.8 
— 10.7
— 3.0 
— 15.8 
— 11.0 
— 14.1 
— 11.3 
— 13.3 
— 14.9
— 9.1
— 4.3

— 3.4
— 5.4
— 5.5
— 6.8
— 3.4
— 8.2 
— 6.8

47.8
51.4
43.3
33.4 
46.3
38.6
41.7

48.8
48.7
41.4
31.0
42.0 
38.2 
38.6

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........................... — 7.8 — 4.0 46.4 45.4

Apparel stores........................................ — 14.0 — 13.2 47.5 45.0

Sales and stocks by departments are compared with 
November 1929 in the following table.

Net sales 
percentage change 

November 1930 
compared with 
November 1929

Stock on hand 
percentage change 
November 30, 1930 

compared with 
November 30, 1929

Toilet articles and drugs..................... +  4.6 — 6.9Women’s and Misses’ ready-to-wear.. +  2.0 — 7.5Men’s furnishings................................ —  4.1 — 7.8Cotton goods........................................ —  4.8 — 2.2
Toys and sporting goods..................... — 5.2 — 1.5
Women’s ready-to-wear accessories... — 5.4 — 6.4

— 5.6 — 5.8
Silverware and jewelry........................ — 7.1 — 3.2
Linens and handkerchiefs................... — 7.4 +  9.9

— 7.9 — 4.5
Men’s and Boys’ wear........................ — 8.1 — 14.8Woolen goods....................................... — 9.0 —18.0Home furnishings................................ — 9.1 — 4.3Luggage and other leather goods....... — 9.4 —14.6Books and stationery.......................... — 11.4 — 14.5Silks and velvets.................................. — 13.4 —18.3

— 14.8 — 2.8
Musical instruments and radio.......... — 17.3 +  5.7
Miscellaneous....................................... — 15.7 — 15.1

W h o le sa le  T r a d e

Reporting wholesale firms in this district showed total 
November sales 24 per cent below last year, which after 
adjustment for the number of selling days indicates a 
slightly smaller decline than in October. Total sales 
reported by grocery, cotton goods, shoe, and paper 
dealers decreased more than 20 per cent from the previ
ous year. Sales of stationery, hardware, men’s clothing, 
and diamonds also continued to be substantially below 
November 1929, but the decreases in these lines were 
smaller than in October. The sales of drugs continued 
to show a smaller decrease than most lines, amounting 
in November to 7 per cent. Machine tool orders, reported 
by the Machine Tool Builders Association, declined 
further and were only one-third the volume of last year. 
Jewelry sales were only slightly more than one-half the 
volume of a year ago. Contrary to the general tendency, 
an increase in sales of silk goods was reported by the 
Silk Association of America, but their figures are in 
yardage rather than dollar value.

The value of stocks of merchandise held at the end of 
November by all reporting lines, with the exception of 
drugs, was considerably below 1929.

Commodity

Percentage 
change 

November 1930 
compared with 
October 1930

Percentage 
change 

November 1930 
compared with 
November 1929

Per cent of 
accounts 

outstanding 
October 31 
collected 

in November

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1929 1930

—17.4 +  3.7 —20.0 — 13.7 71.7 68.3
Men’s clothing.............. — 45.2 —33.2 37.4 27.2
Cotton goods................ —26.1 —ii .3 —24.6 —22.0 33.0 31.2

— 8.4* +  0.9* +  2.4* — 15.1* 46.1 46.7
—27.3 — 14.5 —22.9 —30.6 42.3 41.2
—26.0 — 11.1 — 7.0 +31.3 32.4 38.3
— 18.1 — 6.4 — 18.0 — 12.0 48.4 41.1

Machine tools* * ........... —33.0 —66.2
— 9.0 —22.3 68‘.2 64’.4
— 15.3
— 17.2 +  0.8

—26.7
—32.9 —23.2

62.7 
} 27.2

58.5 
j 18.7—24.3 —  4.2 —47.2 — 15.9

Weighted average. . . —24.8 —23.8 49.6 45.4

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association
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M o n e y  M a r k e t  in  J a n u a ry

In January the surplus of funds in the New York 
money market was larger and more continuous than at 
any time in a number of years. The immediate cause was 
a reversal of the currency movement of the previous 
month. In the five weeks from December 24 to January 
28 the return flow of currency into the Eeserve Banks 
totaled $470,000,000, which is slightly more than the 
usual seasonal movement.

During this period two distinct tendencies were dis
cernible. In the final week of December and the first 
few days of January some continuation of unsettled 
banking conditions was reflected in a less rapid return 
flow of currency from holiday circulation than is usual 
for the time of year, indicating that, although obscured 
by the seasonal retirement of currency, some further 
withdrawals of deposits from the banks were taking 
place. After the first week of January there was evidence 
of more stable banking conditions and a gradual restora
tion of public confidence which appeared in a more than 
seasonal flow of currency into the Eeserve Banks. Near 
the end of the month it appeared, however, that the 
retirement of the extra currency which was called into 
use in December was still far from complete. A  gain of 
about $43,500,000 of gold, including imports and gold 
released from earmark, was a supplementary factor mak
ing for easier money conditions in January.

The accumulation of excess reserves in New York banks
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is a development rarely encountered in recent years, but 
typical of periods of serious business recession. Lower 
commodity prices and reduced payrolls lead, at such 
times, to reductions in the amount of currency in circu
lation and the pouring into New York of funds seeking 
employment. This tendency is accentuated when appre
hension limits the types of employment of funds which 
banks and other investors are willing to make.

In 1908, for instance, the flow of money into the New 
York banks resulted in the accumulation of about $50,- 
000,000 of surplus reserves within a few months after 
the 1907 panic, as the first section of the accompanying 
diagram shows, and time money declined from 15 per 
cent to 2 per cent. As the deposits of the clearing house 
banks then amounted to about $1,200,000,000, the $50,- 
000,000 of excess reserves represented about 4 per cent 
of the total deposits in these banks. Much more extreme 
conditions followed the two preceding periods of most 
severe depression— in 1896 and 1893. In 1897 these 
banks had excess reserves for several months of about 
$50,000,000, or 8 to 10 per cent of their total deposits, 
and in the first half of 1894 they held excess reserves 
amounting to from $75,000,000 to $100,000,000, or 13 
to 18 per cent of their total deposits. These excess re
serves, above the 25 per cent reserves which the banks 
were then required to maintain, represented idle funds 
which they were under pressure to employ, and in each of 
these periods the effects were reflected in call loan rates, 
which were frequently as low as 1 per cent on the Stock
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Exchange and sometimes as low as Y2 per cent. They 
were followed also by a rapid expansion of bank credit, 
and a rise in bond prices.

In contrast with these conditions, however, most 
of the funds that have been released from industry 
and trade during the past year have been absorbed 
through the retirement of Federal Reserve credit— a 
factor which was not present in the pre-war banking 
system. Consequently, notwithstanding successive reduc
tions in Reserve Bank discount rates and purchases of 
Government securities by the Reserve Banks which as
sisted member banks to repay their indebtedness, the 
response of money market conditions to business depres
sion has been more gradual, as is shown by the second 
part of the diagram.

The January 1931 return flow of $470,000,000 of 
currency, while it resulted in some accumulation of 
funds in New York, was used largely to retire Federal 
Reserve credit. The acceptance holdings of the Reserve 
System were reduced by more than $240,000,000, U. S. 
Government security holdings declined nearly $120,000,- 
000, and member bank borrowings also were reduced 
somewhat. The decline in acceptance holdings is ac
counted for by the fact that the greater part of Reserve 
Bank bill holdings at the end of December were of matur
ities not exceeding 30 days, while new offerings of bills 
to the Reserve Banks in January were very small. Ac
cepting institutions which had surplus funds tended to 
retain their new bills in their own portfolios, and there 
was an excellent investment demand for any bills that 
appeared in the market. The reduction in holdings of 
TJ. S. Government securities reflected the resale of se
curities purchased temporarily to provide for year-end 
requirements, or to assist member banks which were 
subjected to withdrawals of deposits.

It was the funds remaining after this large reduction 
in Federal Reserve credit which accumulated in the 
money market. The average amount of excess reserves 
held by New York banks in January was around $60,- 
000,000, or about 1 per cent of the total deposits of 
these banks.

While call loan rates, even at the January levels, 
were not as low as at a number of times in earlier years, 
time money and commercial paper rates declined in 
January to the lowest levels in more than 35 years. Stock 
Exchange 90 day loans in the latter part of January 
were quoted at 1%  to 2 per cent, and the prevailing rates 
for commercial paper declined to 2% -2%  per cent, both 
the lowest since 1894. Successive reductions carried ac-

Money Rates at New York

Jan. 31,1930 Dec. 31, 1930 Jan. 30, 1931

Stock Exchange call loans...................... *4-4 H *2-4 1H
Stock Exchange 90 day loans................ 4 % t t 2 ^ -2 ^ 1X -2
Prime commercial paper........................ 4M-5 2K-3 2 ^ -2 ^
Bills—90 day unindorsed.......................
Customers’ rates on commercial loans..

SVs i v% 1H
15.39 f3.75 t3.65

Treasury certificates and notes
Maturing March 15 (yield)................ 3.35 1.28 .72
Maturing June 15 (yield).................. 3.72 1.43 1.10

Federal Reserve Bank of New York re
discount rate....................................... 2 2

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. 4 l X i y 8

* For preceding week ft Nominal t Average rate of leading banks at 
middle of month

ceptance rates also far below any levels previously wit
nessed since the bill market was established in this 
country.

B i l l  M a r k e t

Immediately after the turn of the year the bill dealers 
effected a Ys per cent reduction in their rates, the first 
of a series during January. For the next few days the 
supply of bills offered to the market was in excess of the 
investment demand and dealers’ portfolios were built up 
moderately, but with the continuance of an easy money 
situation investment demand became active and very 
few new bills were offered to the discount market. Two 
further Ys per cent reductions did little to stimulate the 
supply of bills and several times the dealers were re
ported to have experienced difficulty in filling orders 
because of their depleted portfolios. This condition led 
to the final Ys per cent reduction in rates on the 22nd, 
after which there was a slight increase in the supply, 
with a consequent increase in dealers’ portfolios, which 
nevertheless remained comparatively small. Bankers 
bills at the levels then established— 1%  per cent for the 
90 day unindorsed maturity— showed a total reduction 
of Y2 per cent for the month of January, and were the 
lowest in the history of the bill market in this country. 
On January 29, however, following the sudden advance 
in yields on Government securities, the dealers raised 
rates on all maturities Ys Per cent.

The New York Reserve Bank’s buying rate for in
dorsed bills was lowered successively during January to 
1Y2 Per cent for 1 to 45 day bills and 1%  per cent for
46 to 120 day maturities. Chiefly as a result of an 
excess of maturing bills over the amount of bills offered 
to the Reserve Banks, holdings dropped $244,000,000 
from the year-end peak to $120,000,000 on January 28.

The amount of bankers bills outstanding declined 
$15,000,000 during December to $1,556,000,000. Usually 
acceptance outstandings reach their maximum at the 
year-end, but in 1930 reductions during December in 
import and export bills outstanding were only partly 
offset by a further expansion of bills based on goods 
stored in or shipped between foreign countries.

C o m m e r c ia l  P a p e r  M a r k e t

In keeping with the large current demand for all types 
of short-term investments and the consequent declines 
in yields, the prevailing rate for prime commercial paper 
declined in January, first to 2%  per cent and late in the 
month to 2% -2%  per cent, from the 2%-3  per cent range 
which had been quoted since November. In fact, cer
tain exceptionally fine names were sold in a few instances 
at 2Yk per cent. The investment demand for commercial 
paper was more active than in December, and inquiry 
was reported from banks in all parts of the country. The 
volume of paper sold by the dealers, however, was lim
ited by the short supply.

The amount of new paper that came into the market 
as the result of commercial and industrial concerns’
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needs for funds was reported to have been smaller than 
is usually expected at this time of the year, but there 
was some increase in the supply compared with De
cember when an unusually large amount of open mar
ket commercial borrowing was paid off. In that month 
the amount of paper outstanding through 20 dealers was 
reduced 20 per cent to $357,000,000 on the 31st, and at 
that figure was only 7 per cent larger than a year previ
ous, following much larger year-to-year increases in pre
ceding months of 1930.

S e c u rity  M a r k e ts

During the early part of January a considerable fur
ther recovery occurred in domestic corporate bond prices, 
coincident with the development of still easier money 
conditions and the reinvestment demand frequently man
ifest at that time. As the result of this rise together 
with the upturn in the latter part of December, domestic 
corporation bond averages showed a recovery of over 
one-half of the loss sustained in the decline from the high 
of last September to the low of mid-December. As the 
accompanying diagram indicates, however, the rise in 
domestic corporation bond prices was checked around 
the middle of January, due to the flotation of the largest 
volume of new security issues in several months, and in 
the closing days of January an abrupt decline in United 
States Government securities was accompanied by a 
reaction in corporation bonds.

The adverse factor affecting primarily the Govern
ment bond market, but also other bond prices, was appre
hension over the possibility of the flotation by the Treas
ury of a large bond issue in order to raise funds with 
which to make immediate cash payments of the veterans’ 
adjusted service certificates. Considerable selling of out
standing issues began late in January in anticipation of 
a possible large new issue, and prices of all United States 
Government bonds declined rapidly. After advancing 
by January 24 to the highest level since early in 1928, 
the average price of the eight issues of United States 
Government bonds now outstanding dropped 1%  points 
in the next six days, as is also indicated in the accom-
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panying diagram, and several of the long-term Treasury 
bond issues suffered net declines of over 2^2 points.

In the foreign bond list, prices recovered substantially 
in the first week of January, and this movement con
tinued gradually until the last few days of the month, 
when lower prices prevailed.

Price movements in the stock market during January 
were irregular and closing quotations were not greatly 
above those prevailing at the opening of the month. On 
the whole, however, prices were maintained at a level 
about 10 per cent above the bottom point reached in 
December. The railroad shares which were under the 
greatest pressure in the closing months of 1930, as a 
group have had the largest recovery from the recent 
low. Public utility stocks also have rebounded some
what more than the industrials. Trading in the stock 
market remained relatively quiet— following a few days 
early in January when sales went above 2 million shares 
daily, turnover for the balance of the month averaged 
only 1,600,000 shares,

N e w  F in a n c in g

Apparently as a result of the withholding of a con
siderable amount of new financing from the market 
during the closing months of 1930, January offerings of 
new securities, mostly bond issues, reached a larger 
aggregate than for any month since the first half of 1930. 
Public utility security offerings led in the increase, and 
included several large issues as well as numerous smaller 
ones. Railroad financing also was in larger amount than 
for many months, but industrial security offerings con
tinued in restricted volume. Offerings of securities, the 
proceeds of which were to be employed in foreign coun
tries, increased to the largest amount since last June. 
Flotations of State and municipal issues, though numer
ous, fell somewhat below the volume of other recent 
months.

The volume of new securities, both bonds and stocks, 
offered during 1930 totaled $6,560,000,000, exclusive of 
issues for refunding purposes and securities of invest
ment trusts, and financial trading and holding com
panies. This figure was $1,267,000,000 smaller than the
1929 total and $606,000,000 below that of 1928. The 
decline, as the accompanying diagram indicates, was due 
to a large falling off in security emissions in the second 
half of the year, especially during the period of weak
ness in the bond market in the closing months. For the 
July to December period, new capital issues were only 
about 60 per cent as large as in the corresponding period 
of 1929 or 1928, in contrast to the first half of 1930, 
when security flotations exceeded even those of the first 
half of 1929 with its tremendous volume of stock issues.

The diagram also shows that the last six months of
1930 included less than half as much new financing as 
was consummated in the initial six months, when large 
bond flotations by the railroads and public utilities were 
being undertaken in furtherance of expansion and 
improvement programs. With the development of condi
tions unfavorable to further large flotations, railroad and 
public utility issues declined in the latter half of the 
year, and industrial and commercial financing continued
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in relatively small volume, so that total new financing 
underwent a much larger reduction than in previous 
years. In addition to the decline in domestic corpora
tion security issues, foreign security flotations in this 
market were greatly reduced, the total for the second 
half of 1930 falling below even the small figure for the 
corresponding period of 1929; in the first half of the 
year foreign flotations had considerably exceeded those 
of a year previous. The figures of foreign flotations 
include financing by domestic corporations which raised 
funds for use abroad, but exclude banking credits in 
which no sale of securities was involved.

The only class of security offerings to be maintained 
throughout the year in larger volume than in 1929 was 
financing by States, municipalities, and farm loan 
agencies of the United States, but this moderate increase 
was far surpassed by the decreases in domestic corporate 
and foreign security flotations.

S avin gs  B a n k  D e p o s its
During the greater part of 1930, the amount of 

deposits held by 30 representative savings banks in the 
Second Federal Reserve District increased at a rapid 
rate, following the temporary check that occurred in 
1929, and during the most recent month for which 
reports have been received by this bank— from Decem
ber 10, 1930 to January 10, 1931— an unusually large 
rise in deposits occurred, as the accompanying diagram 
indicates. The increase of $126,000,000 in this month 
compares with an average rise in deposits of about 
$40,000,000 during the corresponding period of the 
previous five years. Some of this increase appears to 
have been caused by the transfer of deposits to savings 
banks from certain of the New York City commercial 
banks, partly induced by the closing of two commercial 
banks during the period, and partly as a result of the 
higher interest rates offered by savings banks. Total 
deposits in these representative savings banks on Janu
ary 10, 1931 were 12 per cent larger than a year earlier, 
whereas in the previous year a net increase of less than

Deposits in 30 Representative Savings Banks in the Second Federal 
Reserve District

one per cent was reported, and in the four years prior 
to 1929 the average annual increase was about 5 
per cent.

While most of the increase during the month ended 
January 10 occurred in the New York City savings 
banks, somewhat more than the usual rise was reported 
also in representative savings banks in other parts of 
the Second Reserve District. The deposits of savings 
banks outside of New York on January 10 were nearly 
5 per cent larger than a year earlier, following an actual 
decrease in the preceding year. In New York City the 
increase during the year was 14 per cent.

F o re ig n  T r a d e

During December the total value of this country’s 
foreign merchandise trade continued to be somewhat less 
than two-thirds that of a year previous. The reduction 
in the case of exports was 36 per cent, while the decline 
in imports was 33 per cent. The percentage decline in 
imports, however, was the smallest reported since last 
June. All of the principal kinds of exports and imports 
remained well below the 1929 volume.

Compared with the previous month, the total value of 
exports showed a further decline, contrary to the usual 
seasonal movement, but the value of imports showed a 
slight increase, in accordance with the usual change 
from November. Seasonal gains in exports of manufac
tured goods were more than offset by declines in ship
ments abroad of raw materials, notably cotton. On the 
other hand, the increase in importations of crude materi
als more than equalized the decrease in imports of fin
ished manufactures.

For the calendar year 1930, exports amounted to 
$3,841,000,000, or 27 per cent below the 1929 total, and 
the smallest annual figure since 1922. Imports for the 
year at $3,061,000,000 were 30 per cent less than in 1929, 
and smaller than in any year since 1921. The favorable 
balance of merchandise trade in 1930 amounting to 
$780,000,000 was about 7 per cent smaller than in 1929. 
All of the leading economic groups composing this 
country’s foreign trade participated in the 1930 drop in 
somewhat the same proportion, the declines ranging from
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around 25 to 35 per cent. The general decline in com
modity prices has been a strong contributing factor in 
the decreased value of foreign trade.

C e n tra l B a n k  R a te  C hanges
On January 3 the discount rate of the Bank of France 

was lowered from 2%  per cent, where it had stood since 
May 2, 1930, to 2 per cent, the lowest level since October 
1898. On the 23rd the rate of the Swiss National Bank, 
which had been 2 ^  per cent since July 11, 1930, was 
also reduced to 2 per cent. The Netherlands Bank, where 
a 3 per cent rate had been in effect since March 25, 1930, 
fixed its rate at 2y2 per cent on January 24.

A  seasonal rate increase from 6 to 7 per cent was 
effected by the Imperial Bank of India on January 15.

F o re ig n  E x c h a n g e
With few exceptions, the whole foreign exchange list 

weakened during the first part of January. Among the 
major currencies, only the belga, the guilder, and the 
Swiss franc held above par, and in general the dollar 
stood at a premium. This was due in part to seasonal 
influences such as interest payments due here and the 
reflux of funds temporarily withdrawn in December for 
“ window-dressing”  purposes; but no doubt it was influ
enced also by the weakness of silver and the low level of 
United States imports. Around mid-January both 
sterling and reichsmark quotations were in the vicinity 
of their theoretical gold import points, but no gold was 
shipped here.

Later in the month a number of the leading foreign
exchanges turned stronger. Sterling recovered to about
the level prevailing at the opening of the month and
reichsmarks also moved up slightly from their low.
French francs were somewhat firmer but showed a net
loss for the month, as did belgas and lire. Canadian
exchange recovered to above the estimated gold import
point to this country, after having been quoted below
this level practically all the time since the middle of
December. Guilders, however, weakened further, and
just before the end of the month dropped below par.
Throughout the month, Japanese yen and the principal
South American currencies were rather weak.
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G o ld  M o v e m e n t
Receipts of gold from Canada amounted to $20,500,000 

in the first half of January, and totaled $42,500,000 on 
the movement which began in December. A  shipment 
of $5,450,000 was also received from Argentina, and 
$2,920,000 came here from Colombia, and $554,000 from 
Cuba. At San Francisco, $900,000 was imported from 
Japan and $675,000 from China. There was an addi
tional gain to the country ?s gold stock through a decrease 
of $12,000,000 in gold held under earmark for foreign 
account. As exports were negligible, a preliminary esti
mate indicates a gain of about $43,500,000 of gold during 
January, the largest increase since April 1930. This 
country has continued to gain gold in all but two of the 
past thirteen months, despite the prevalence of excep
tionally low money rates here during much of the period.

France continued to make heavy withdrawals at the 
Bank of England during January, taking more than 
£10,500,000, and obtained in addition the bulk of the 
South African gold offered in the market, amounting to 
£3,000,000. Withdrawals at the Bank of England were 
offset in part by the reported arrival of £1,900,000 in 
coin from Brazil and £250,000 from South Africa.

E m p lo y m e n t  a n d  W ag es
Employment and wage data for December continued 

to show more than seasonal declines, and the factory 
employment index of the Federal Reserve Board, which 
has been adjusted for the usual seasonal changes, 
dropped beneath the 1921 low for the first time. As com
pared with the 1929 high, the index showed for Decem
ber a reduction of 22 per cent. In representative fac
tories of New York State, employment declined about 
4 per cent in December, or considerably more than the 
usual reduction in that month. Moreover, the United 
States Employment Service reports that weather condi
tions in December interfered with outdoor work, such 
as highway and building construction.

The rate of voluntary labor turnover in{ factories 
declined further in December to a new low level for the 
twelve years for which the figures are available. The 
December rate of turnover was less than half that of a 
year previous. The number of applications for employ - 
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ment at New York State Employment Bureaus, however, 
increased only slightly more than the number of orders 
for workers received by the Bureaus, so that the ratio 
between the two figures declined somewhat less than 
seasonally in December.

Data on wage rates and hours of employment of 
unskilled labor, which are collected by this bank each 
January through the cooperation of about twenty large 
employers of varied types of unskilled workers, indicate 
declines in the average rate per hour and in the number 
of hours worked, so that average weekly earnings of 
unskilled labor appear to have dropped about 4 per cent 
from the high level of last year.

In d e x e s  o f Business A c t iv i t y

Business activity data in general give evidence of no 
marked change in December from the low level of the 
preceding month. One of the best indicators, car load
ings of merchandise and miscellaneous freight, showed 
for the month as a whole slightly more than the usual 
seasonal decline from the average level of November, and 
reached the lowest level since 1922. There was little 
week to week change within the month of December, 
however, after seasonal adjustment, and in the first two 
weeks of January there were only seasonal variations 
from the level of December.

Other indexes showed mixed changes in December. 
There were increases after seasonal adjustment in car 
loadings of bulk freight, and in imports, bank debits, 
security trading, and postal receipts. On the other hand, 
total exports declined somewhat, average daily depart
ment store sales in this district did not quite show the 
usual December expansion, the number of new corpora
tions chartered in New York State increased less than is 
usual, and the number of business failures increased 
sharply to a larger total than for any previous December.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Dec. Oct. Nov. Dec.
Primary Distribution

Car loadings, merchandise and misc........ 92 84 80 78
Car loadings, other r................................. lOOr 80r 78 r 80 r
Exports....................................................... 80 71 63 60p
Imports....................................................... 104 106 90 91p
Panama Canal traffic................................ 75 74 72 62

Distribution to Consumer
Department store sales, 2nd Dist........... 100 89 87 r 85
Chain store sales, other than grocery.. . . 101 86 89 85
Life insurance paid for.............................. 107 82 88 88
Advertising................................................. 94 85 80 76

General Business Activity
Bank debits, outside of New York City. . 103 91 87 91
Bank debits, New York City................... 138 114 92 103
Velocity of bank deposits, outside of New

York City............................................... 115 100 94 95
Velocity of bank deposits, New York City 139 115 87 95
Shares sold on N. Y. Stock Exchange.. . 289 242 166 196
Postal receipts............................................ 100 91 87 90
Electric power............................................ 97 88 83p
Employment in the United States r........ 99r 84r 83r 82r
Business failures....................................... 100 119 113 123
Building contracts..................................... 81 68 63 62
New corporations formed in N. Y. State 80 90 83 80
Real estate transfers................................. 71 61 59

General price level*................................... 174 163 161
Composite index of wages*...................... 227 221 219 219
Cost of living*........................................... 172 163 161 159

p Preliminary Revised *1913 average = 100

P ro d u c tio n

Available data indicate a seasonal expansion of pro
duction in January from the low levels reached during 
the inventory period at the year-end. Steel ingot pro
duction showed a continuous increase, and the Iron Age 
estimated operations in the fourth week of the month at
47 per cent of theoretical capacity, the highest point 
reached since early November. Production of both 
bituminous and anthracite coal also increased, but fur
ther restriction was reported in production of crude 
petroleum.

In December, productive activity showed a decline of 
somewhat more than seasonal proportions, and the index 
of the Federal Reserve Board, which has been adjusted 
for the usual seasonal movement of industry, receded 
2 per cent to a level 35 per cent below the peak of June
1929. Average daily output of pig iron, steel ingots, 
copper, bituminous coal, wheat flour, and cement showed 
more than the average seasonal decline, and production 
of zinc and of coke also was reduced. Mill consumption 
of cotton and of silk receded more than is usual, follow
ing the increase that occurred in preceding months from 
the low points reached last summer, and activity of wool 
mills also declined. On the other hand, average daily 
automobile production increased slightly in December in 
contrast to a usual decline, and increases occurred also 
in output of anthracite coal, lead, sole leather, boots and 
shoes, and newsprint paper, in deliveries of tin, and live 
stock slaughterings, while production of tobacco prod
ucts experienced less than the usual seasonal decline.

(Adjusted for seasonal variations and usual year-to-year growth)

1929 1930

Dec. Oct. Nov. Dec.
Metals

95 71 62 55
Steel ingots................................................. 86 69 62 57
Copper, U. S. mines.................................. 107 77 74 69p

94 82 73 81
83 71 55 54

Tin deliveries............................................. 94 113 89 119
Automobiles

Passenger cars........................................... 39 31 36 48 p
Motor trucks............................................. 74 66 83 7 8p

Fuels
Bituminous coal......................................... 88 74 73 71p
Anthracite coal.......................................... 114 103 83 89p
Coke........................................................... 100 80 75 71
Petroleum, crude....................................... 106 86 83 82 p
Petroleum products................................... 95 85 79

Textile and Leather Products
Cotton consumption................................. 80 70 71 68
Wool mill activity..................................... 76 66 62 5 8p
Silk consumption....................................... 103 113 115 111
Leather, sole r ............................................ 103r 98r 95r 98r
Boots and shoes r ...................................... 102r 78r 74r 80 r

Foods and Tobacco Products
Live stock slaughtered.............................. 95 96 89 90
Wheat flour................................................ 94 91 97 91
Sugar meltings, U. S. ports...................... 92 92 114 74
Tobacco products...................................... 103 98 90 96

Miscellaneous
111 94 83 81
62 61 54

Printing activity........................................ 96 84 84
Paper, newsprint r ..................................... lOOr 89r 83r 87r
Wood pulp r............................................... 99r 80r 81r

p Preliminary Revised
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December contracts awarded for building and engi
neering work in the 37 States included in the F. W . 
Dodge Corporation report were only slightly smaller 
than the November total, but were 21 per cent smaller 
than in December 1929. A  slight decline in residential 
building contracts, offset only in part by small increases 
in public works and utility projects and in other non
residential work, resulted in a further 1 point drop in 
this bank’s index of building contract awards to a new 
low level since 1921. During the first three weeks of 
January, the daily average volume of building contracts 
awarded showed no more than a seasonal drop from the 
December level, but the current amount of building con
tracts being awarded continued to be much below the 
level of a year previous.

Contracts for building and engineering work during 
the full year 1930 were 21 per cent smaller than in 1929 
and 32 per cent below the total of 1928, which marked 
the culmination of the large expansion in building fol
lowing the World War. The building contract volume 
of 1930 appears to have been the smallest since 1923, 
falling slightly below the amount in 1924. As the accom
panying diagram indicates, the largest falling off in 
building activity during 1930 was in residential con
struction, which was reduced to a smaller dollar volume 
than either public works and utility projects or other 
non-residential building. The residential building con
tracts of 1930 amounted to only 57 per cent of the 1929 
volume, and 39 per cent of the 1928 figure. The year 
3930 was also marked by a considerable decline in non
residential work, other than public works and utilities, 
which in 1929 had held at the level of 1928. The 1930 
amount was 21 per cent smaller than that of 1929, due 
chiefly to declines of about one-third in the construction 
of industrial and commercial building projects, both of 
which in 1929 had shown some increase over 1928. In 
contrast to the declines in contracts for residential and 
non-residential buildings, public works and utilities 
projects showed a 9 per cent increase over the 1929 
volume, continuing the growth which has been in prog
ress in recent years. The 1930 total for this class of work

BILLIONS OF DOLLARSQ---------- ---------------------- ----------- ----------- ----------------------

Building

Building Contracts Awarded in 37 States(F. W. Dodge Corporation figures)

was double the yearly amount contracted for during the 
1923-24 period.

Building activity in the Second Federal Reserve Dis
trict was also curtailed considerably further in 1930. 
The amount of contracts placed in Metropolitan New 
York and vicinity, which contributes about one-fifth of 
the total of the 37 States included in the F. W . Dodge 
Corporation report, was 40 per cent less than in the peak 
year of 1928 and 24 per cent smaller than in 1929. The 
trend of building operations in the up-State district of 
New York was somewhat similar to that in the metro
politan area.

C o m m o d ity  P rices
Commodity prices in general continued to decline in 

January, and the National Fertilizer Association weekly 
index of more than 450 commodities reached a new 
low level for recent years. Price increases occurred, 
however, in a number of important commodities. In 
the textiles, raw silk showed a strong upward tend
ency and the Fairchild composite price rose to $2.95 
a pound, as compared with the October low of $2.30; 
cotton also averaged somewhat higher, touching 10.60 
cents a pound, as compared with the December low of 
9.45 cents. Finished steel was firmer, and the Iron Age 
composite price at 2.142 cents a pound reached the 
highest point since October. Scrap steel rose 50 cents 
early in January to $13.25 a ton, the first price increase 
since September, but later reacted 25 cents.

The prevailing tendency among the non-ferrous metals 
during January was downward. Copper, for example, 
which had risen as high as 11% cents a pound in De
cember, receded to 9%  cents, a figure only ^4 of a cent 
above the low point reached in October. The price of lead 
was reduced from 5.10 cents a pound to 4.75 cents, a new 
low level for the current decline, and zinc receded to 
4 cents a pound, a figure only fractionally above its 
October low. Tin, however, averaged slightly higher. 
Silver was lower in January, and at 28% cents an ounce 
reached a new low level in the recorded history of the 
commodity. In addition to the weakness in metals, 
declines occurred in the prices of grains, rubber, raw 
wool, crude petroleum, hogs, and hides.

D e p a r tm e n t  S to re  T r a d e
Final reports on December department store business 

in this district showed sales about 6 per cent smaller 
than in 1929. There was one more selling day this year 
than in 1929, but as the greater part of the holiday 
buying is done in the three weeks before Christmas, the 
volume of business for the month probably was not 
greatly affected. Total sales for the year 1930 were
2.8 per cent smaller than in 1929. The leading apparel 
stores reported for December the smallest decrease from 
a year ago since May, but the 1930 yearly sales were 
10 per cent smaller than in 1929.

December department store sales were 5 per cent 
higher than in 1929 in reporting Westchester stores, and 
the sales of the Newark stores declined less than 1 per 
cent, but sales of all other sections of this district showed 
decreases ranging from 5 per cent to 12 per cent.
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Stocks of merchandise on hand at the end of the 
month, valued at retail prices, showed a 5 per cent reduc
tion from December 1929. The percentage of charge 
accounts collected during December was slightly lower 
than the previous year.

Locality

Percentage 
change 

December 1930 
compared with 
December 1929

Per cent of 
charge 

accounts 
outstanding 

November 30 
collected in 
December

Percentage 
change 

year 1930 
compared with 

year 1929

Net
sales

Stock 
end of 
month 1929 1930

Net
sales

Stock
on

hand

New York..................... — 7.2 — 5.4 46.6 47.0 — 2.2 — 2.1
Buffalo........................... — 5.4 — 7.0 44.8 46.8 — 7.3 — 2.9
Rochester...................... — 7.7 — 2.7 37.5 39.0 — 3.4 — 8.7
Syracuse........................ — 9.9 — 1.5 — 8.4 — 5.2
Newark......................... — 0.1 — 1.2 38'.i 33.3 — 0.5 — 8.9
Bridgeport.................... — 7.0 — 10.8 38.2 40.6 — 9.7 — 8.2
Elsewhere...................... — 8.5 — 7.5 38.9 39.2 — 5.9 —  5.7

Northern N. Y. State 
Central N. Y. State.. 
Southern N. Y. State. 
Hudson River Valley
Capital District........
Westchester District.

— 10.6 
— 12.2 
— 10.7 
— 10.1 
— 9.4 
+  5.2

— 9.7
— 7.9
— 8.4
— 4.2
— 5.9
— 0.5

All department stores — 6.3 — 5.0 43.8 42.6 — 2.8 — 3.6

Apparel stores.......... — 8.5 — 13.1 45.8 43.8 — 10.4 — 7.1

Comparisons of sales and stocks in December with 
those of 1929 are given in the following table.

Net sales 
percentage change 

December 1930 
compared with 
December 1929

Stock on hand 
percentage change 
December 31, 1930 

compared with 
December 31, 1929

Toys and sporting goods.................... +  4.4 
+  2.8

— 1.1
Toilet articles and drugs..................... — 8.3
Cotton goods........................................ — 1.9 — 2.7
Luggage and other leather goods.......
Silverware and jewelry........................
Women’s and Misses’ ready-to-wear. . 
Women’s ready-to-wear accessories. . 
Home furnishings.................................

— 2.5
— 4.7
— 5.3
— 5.7
— 6.0

—20.1 
— 1.0 
— 10.9
— 8.7
— 5.6

Men’s furnishings................................. — 6.1 — 10.6
Men’s and Boys’ wear......................... — 6.2 — 8.9
Hosiery................................................. — 6.5 — 8.8
Furniture.............................................. — 8.0 — 6.5
Shoes..................................................... — 8.3 — 9.6
Books and stationery.......................... — 9.3 — 12.7
Woolen goods....................................... — 10.9 —28.0
Linens and handkerchiefs................... — 11.3 +  8.9
Silks and velvets.................................. — 12.0 — 17.3
Musical instruments and radio.......... —25.4 — 4.2
Miscellaneous....................................... — 13.2 — 14.5

W h o le s a le  T r a d e
The volume of December business done by wholesale 

dealers in this district averaged 16 per cent smaller than 
in December 1929, the smallest decrease from a year pre
vious since May. Yardage sales of silk goods reported 
by the Silk Association of America showed a 5%  per cent 
increase over a year previous in December, following a 2 
per cent increase in November, and wholesale drug deal
ers reported an increase in sales for the first time since 
September. However, the sales of cotton goods, hard
ware, and stationery were over 20 per cent smaller than 
a year ago, and the sales of groceries, men’s clothing, 
shoes, paper, jewelry, and diamonds continued to be con
siderably below the year previous, although in several 
of these lines the reductions were not as large as in 
November. Machine tool orders, reported by the Machine

Tool Builders Association, showed a slight increase over 
November but remained far below the volume of a year 
previous. Total reported sales of wholesale dealers for 
the year 1930 were 17 per cent below those of 1929.

The value of stocks in all reporting lines, with the 
exception of drugs, remained substantially smaller in 
December than a year ago. Collections in December of 
accounts outstanding at the beginning of the month were 
higher than in December 1929 in several lines, contrary 
to the recent tendency.

Percentage 
change 

December 1930 
compared with 
December 1929

Per cent of 
accounts 

outstanding 
November 30 

collected 
in December

Percentage 
change in 
net sales

Commodity

Net
sales

Stock 
end of 
month 1929 1930

Dec.
1930
com
pared
with
Nov.
1930

Year 
1930 
com
pared 

with year 
1929

— 7.1 — 19.8 69.0 74.5 — 1.2 — 6.9
Men’s clothing.............. — 18.4 48.1 40.2 — 11.9 —22.8
Cotton goods................ —24.6 —24.6 44.7 45.7 +  1.2 — 20.5

+  5 .5r — 13.2r 49.7 51.6 + 10 .6r —  2 .8r
—25.1 —28.6 45.2 47.4 +  6.4 —19.6
+  8.2 +28.6 32.7 32.8 —27.9 — 4.3

Hardware...................... —20.4 —18.2 51.8 49.3 — 0.9 — 15.8
Machine tools**........... —58.4 +13.9 —54.5

—24.2 7i'.4 73 ”i +  9.8 — 15.4
— 19.9
—36.8 —20.9

53.8 
} 30.1

59.3 
} 24.9

+  1.3
— 8.4

— 14.7
—47.8

—37.6 —25.1 — 2.8 —37.8

Weighted average. . . — 15.9 52.6 52.7 — 2.2 — 16.9

* Sales and stock reported by Silk Association of America; quantity not value 
r Revised ** Reported by the National Machine Tool Builders Association

C h a in  S to re  T r a d e
The total December sales of reporting chain store sys

tems in this district averaged 6 per cent below 1929. 
Taking into consideration the fact that there was one 
more selling day in 1930 than in 1929, which would 
affect the volume of sales in some lines at least, the daily 
rate of sales would show a somewhat larger decrease. 
The daily sales of all reporting types of chain store or
ganizations declined from a year previous, the largest 
decreases being in sales of drugs, shoes, and candy.

Total sales for the year 1930 for all the reporting 
chains were nearly 2 per cent smaller than in 1929, as 
compared with an increase of 10 per cent in the previous 
year, due partly to lower prices. An increase of 8 per 
cent in the total sales reported by grocery chains— the 
only type of chain stores to show an increase— was 
reduced to a 3 per cent increase, after making allowance 
for the number of stores operated.

Type of store

Percentage change December 1930 
compared with December 1929

Percentage change 
year 1930from year 1929

Number
of

stores
Total
sales

Sales
per

store
Total
sales

Sales
per

store
Grocery...................... +  5.9 +  2.9 — 2.9 +  8.3 +  3.0

+  4.6 — 3.1 — 7.4 — 4.0 — 10.2
— 3.3 — 18.2 — 15.4 — 8.1 — 9.5
+  7.1 — 19.3 —24.7 — 13.8 — 19.9
+  7.6 — 13.7 — 19.8 — 4.2 — 17.3
— 5.7 —27.9 —23.6 — 6.5 — 4.1
+  5.2 — 6.3 — 10.9 — 1.8 — 8.1
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per cent B u sin e ss  C o n d it io n s  in  th e  U n it e d  S ta te s
(Summarized by the Federal Reserve Board)

P RODUCTION and factory employment declined further in December. 
Wholesale prices decreased during the first half of the month but thereafter 

were generally steadier. Conditions in the money market remained easy and 
in January money rates reached new low levels.

Production
Industrial production was further reduced during December, and the 

Federal Reserve Board’s index, which makes allowance for usual seasonal 
changes, showed a decline of over 2 per cent. Output of steel and iron, tex
tiles, petroleum, cement, and copper was substantially curtailed. Activity in 
meatpacking plants and at anthracite mines increased in December, and in the 
automobile industry there was an increase in output, reflecting the introduc
tion of new models. After the turn of the year, automobile output increased 
further, and steel plants were more active.

Construction contracts awarded during December were in about the same 
volume as in November, according to reports of the F. W. Dodge Corporation. 
There were slight declines, partly seasonal in nature, in contracts for resi- 
dential and commercial construction, while public works and utility awards 
increased somewhat.

E mployment and W age-Payments 
Employment in manufacturing industries was reduced further by 2.5 

per cent between the middle of November and the middle of December, and 
factory pay rolls also declined. The largest reductions in working forces were 
in the canning, lumber, steel, and wearing apparel industries. There was little 
change in employment in railroad car shops, and in cotton and silk mills, while 
in the automobile, meatpacking, and paper and printing industries working 
forces were increased slightly.

In early January, following year-end inventory periods, reports indicate 
increased employment in certain industries, particularly automobiles, steel, 
and railroads.

Distribution
Sales of department stores increased in December by slightly less than the 

amount which is usual for the holiday season, according to preliminary reports 
to the Federal Reserve Banks. In December, as in earlier months of the year, 
the volume of sales probably reflected the influence of declining retail prices. 
Distribution o f commodities by freight showed a further decline for the month 
of December as a whole.

Value of American exports to foreign countries was smaller in December 
than in November, and approximately 35 per cent below that of December 1929, 
the decrease reflecting in part the decline in wholesale prices.

W holesale Prices 
Wholesale prices of commodities declined sharply in the first half of 

December, while in the following four weeks average fluctuations were rela
tively small. For the month of December as a whole, there were large decreases 
in prices of corn, hogs, cotton, hides, and lumber, while prices of wheat, beef, 
and silk averaged somewhat higher than in November.

During the first two weeks in January, prices of corn, sugar, and silk 
increased, and the price of wheat in American markets remained fairly stable. 
Silver prices reached new low levels.

Bank Credit and Money Rates 
Loans and investments of reporting member banks declined in the four- 

week period ended January 14, reflecting further liquidation of security loans, 
as well as a reduction in i i all other ** loans and in investments.

Changes in the position of Keserve Banks in recent weeks reflected largely 
changes in the demand for currency. In December this demand increased more 
than is usual for the season, owing to the withdrawal of cash by banks and by 
the public in districts where there were important bank failures. In the two 
weeks after Christmas the return flow of currency from circulation was smaller 
than the usual seasonal amount and the result was that money in circulation, 
which during the larger part of 1930 had been in considerably smaller volume 
than in 1929, in January 1931 was above the level of a year ago. In the 
following two weeks the return flow of currency was somewhat larger than 
usual, indicating a return of part of the extra currency which had been called 
into use in December.

Money rates in the open market continued at low levels during December, 
and declined further in the first half of January.

The discount rate at the Federal Reserve Bank of New York was reduced 
to 2 per cent on December 24, and in the following three weeks the rate at the 
Federal Keserve Bank of Boston was reduced to 2y2 per cent, and rates at the 
Federal Reserve Banks of Cleveland, St. Louis, Chicago, Atlanta, and San 
Francisco to 3 per cent.

Index Number of Production of Manufactures and 
Minerals Combined, Adjusted for Seasonal Vari

ations (1923*25 average =  IOO per cent)

PER CENT

Wholesale Price Index of United States Bureau of 
Labor Statistics (1926 average =  100 per cent)

BILLIONS-CURVE 1 CURVE 2-B!LL!0NS

Reserve Bank Credit and Money in Circulation 
(Monthly averages of daily figures; latest fig
ures are averages of first 19 days of January)

*1927 1928 1929 1930 1931
Money Rates in the New York Market (January 

rates are averages for the first 20 days)
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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 Eeserve Agent Federal Eeserve Bank, New York March 1,1931

M o n e y  M a r k e t  in  F e b ru a ry

Conditions in the New York money market during the 
past month have been, on the whole, slightly firmer than 
in January. The large excess of bank reserves over 
requirements which persisted during most of January 
was much reduced and at times was replaced by a short
age, making necessary occasional recourse to the Reserve 
Bank. This change in conditions reflected partly a small 
increase in the demand for currency, but more largely a 
further retirement of Federal Reserve credit. Accept
ance holdings of the Reserve Banks declined slightly 
further during the first half of February; Government 
security holdings were reduced slightly; and discounts 
for member banks were reduced somewhat further to the 
smallest volume since last October. Gold imports con
tinued, though in reduced volume.

There has been no indication as yet of an unusual de
mand for funds for business purposes such as would 
materially affect conditions in the money market. Cur
rency requirements, after reaching the usual low point 
at the end of January, have shown approximately the 
usual seasonal expansion, but loans of reporting member

banks other than security loans, which reflect largely 
short-term commercial borrowing, have not shown the 
tendency toward expansion which in past years has fre
quently appeared in February; in fact, during the past 
month there has been a further substantial reduction in 
such loans, largely caused, however, by a decline in the 
acceptance holdings of New York City banks, which are 
included in this classification.

The demand for funds on the part of business organi
zations apparently continues to be chiefly a demand for 
capital. New security issues in February were not large, 
due to unsettlement in the market in the face of prospec
tive Treasury financing for a payment to veterans. 
There were indications that the volume of new bond 
offerings would have been materially larger, had condi
tions in the bond market been such as to facilitate their 
absorption. The limited demand by business for bank 
loans and the ample supply of funds are reflected in the 
changes in the loans and investments of reporting mem
ber banks which are charted below. During February 
the investments of banks, which include a substantial 
proportion of United States Government obligations and 
a variety of other bonds and notes, many of them short
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term, increased about $325,000,000, making a total in
crease since the low point of October 1929 of about 
$1,700,000,000. During approximately the same period, 
the 4‘ all other”  loans which include short-term commer
cial borrowing have been reduced about $1,600,000,000.

The security loans of the reporting banks also showed 
a further slight reduction during February to the small
est volume since the early part of 1929, notwithstanding 
some increase in the loans of these banks to security 
brokers and dealers during the month. The total security 
loans of the reporting banks have been reduced approxi
mately $1,300,000,000 since last June, although security 
brokers and dealers now receive a larger proportion of 
their funds from these banks than at any previous time 
in recent years.

The total volume of credit extended by these banks 
which are located in the principal cities has shown 
little net increase during the past two years, and in 
the same period there has been a substantial reduction 
in the loans and investments of banks in smaller locali
ties throughout the country. Consequently, the total 
volume of bank credit extended by all banks of the coun
try is estimated by the Federal Reserve Board to have 
been approximately $3,000,000,000 less at the end of 
December 1930 than in October 1929.

M o n e y  R a t e s

Call loan rates were virtually unchanged during Feb
ruary, but rates charged for time loans on Stock Ex
change collateral were advanced slightly near the end of 
the month. Acceptance rates, after a decline early in the 
month, advanced again to the same levels as at the end 
of January, and yields on short-term Government’s rose 
somewhat, reflecting in part the weakness in prices of 
long-term Government obligations which has accompa
nied the discussions concerning the Treasury financing 
that will be required as the result of increased loans to 
war veterans. Contrary to the general tendency, com
mercial paper rates declined slightly further during 
February.

Money Rates at New York

Feb. 28, 1930 Jan. 30,1931 Feb. 27, 1931

Stock Exchange call loans...................... *4-4 X *1M *1X
Stock Exchange 90 day loans................ 4% ttlfc-2 tt2-2tf
Prime commercial paper........................ 4 H -4 H 2 H- 2 H 2 X
Bills—90 day unindorsed......................
Customers’ rates on commercial loans..

3 % I X I X
t5.07 t3.65 t3.81

Treasury certificates
Maturing June 15 (yield).................. 2.98 1.10 1.21
Maturing September 15 (yield)........ 3.24 1.19 1.32

Federal Reserve Bank of New York re
discount rate....................................... 4 2 2

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills 3 H I X I X

* For preceding week ft  Nominal f  Average rate of leading banks at 
middle of month

B il l  M a r k e t

Holdings of acceptances by the accepting banks and 
bankers that report to the American Acceptance Council
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increased $200,000,000 during January, following a re
duction of $122,000,000 in the final month of 1930. Their 
holdings on January 31 reached $571,000,000, by far the 
largest amount of bills these banks have ever held as in
vestments. As the accompanying diagram shows, this 
increase was accompanied by a large reduction in the 
Reserve Banks’ bill holdings for their own account.

The volume of dollar acceptances outstanding showed 
a seasonal decline in January, and at the end of that 
month the total of $1,520,000,000 was $36,000,000 smaller 
than in December 1930 and $173,000,000 below the Jan
uary 1930 figure. Decreases in all of the principal classes 
of acceptances contributed to the decline from December 
and only acceptances based on goods stored in or shipped 
between foreign countries remained larger than a year 
ago.

Due to the continued withholding of bills from the 
discount market by the accepting institutions during the 
first few days of February, dealers’ portfolios remained 
at a low figure, and a Ys per cent reduction in open mar
ket rates was effected, thereby canceling the advance of 
late January. In a further effort to attract bills with 
which to fill investment orders, another reduction of Ys 
per cent in rates was made by all dealers on February 6, 
and at this level— 1%  per cent for unindorsed bills of 90 
day maturity— bill rates reached a new low yield in the 
history of the bill market in this country.

The temporary appearance around the middle of the 
month of a slightly firmer money situation, as a result 
of the absorption of the excess reserves which the New 
York City banks had possessed during most of January, 
caused these banks to dispose of some of the large volume 
of bills held at the end of January, and dealers’ port
folios rose moderately. The dealers then reversed their 
rate position by raising all maturities Ys per cent, and,
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when a considerable further increase in their portfolios 
occurred, they raised their rates by another Ys to the 
level prevailing at the opening of the month, which was 
more nearly in accord with the Federal Reserve buying 
rate. In addition to the increased sales of bills to the 
dealers, the banks also offered bills from their portfolios 
to the Reserve Bank for the purpose of retiring tem
porary borrowings which had been incurred in balanc
ing their reserve position. During the latter part of the 
month, dealers’ portfolios were somewhat reduced, due 
to an increased investment demand for bills, principally 
foreign orders.

The Federal Reserve System’s portfolio of bills con
tinued to decline through February 11, and, although 
some increase occurred in the succeeding two weeks, 
Reserve Bank holdings at the close of the month were 
moderately lower than at the end of January.

C o m m e r c ia l  P a p e r  M a r k e t

The tendency in open market commercial paper rates 
was gradually downward throughout February, with the 
consequence that the prevailing rate for prime names 
reached 2%  per cent shortly after the middle of the 
month, as compared with 2% -2%  per cent which was 
quoted as the going range at the end of January. In 
addition, some business was done at 2%  per cent and 
certain names continued to sell at 2%  per cent. Bank 
investment demand for paper throughout the country 
continued to be active and was well in excess of the 
supply of new paper that came into dealers’ portfolios 
from commercial and industrial concerns.

Reflecting the limited volume of paper available in 
the market, the amount outstanding through the 20 deal
ers reporting to this bank declined 9 per cent further 
during January. The January 31 outstandings of $327,- 
000,000 were 19 per cent below the figure for the cor
responding date in 1930, the first year-to-year decline to 
be shown in twelve months. Not since 1921 have Jan
uary outstandings failed to show some increase over the 
figure for December, which usually marks the seasonal 
low point.

T r e a s u r y  F i n a n c i n g  i n  M a r c h

The volume of funds to be raised by the United States 
Government on March 16 is unusually large, due to the 
fact $1,100,000,0001 of 3y2 per cent Treasury notes, 
Series A  and B— 1930-1932, have been called for pay
ment on that date, together with the prospect of in
creased disbursements on account of loans to World War 
veterans against their adjusted service certificates, and 
also the expectation of reduced receipts from taxes on
1930 income.

In order to meet these requirements, the Treasury has 
announced the offering of a total of $1,400,000,000 of 
new securities. These include approximately $500,- 
000,000 of 3%  per cent Treasury bonds, due March 15, 
1943, but redeemable on or after March 15, 1941; 
$600,000,000 of one-year Treasury certificates of indebt
edness, bearing 2 per cent coupons; and $300,000,000 
six-months Treasury certificates, yielding 1 y2 per cent. 
The offering is thus adjusted to meet the varying needs 
of investors as to types and maturities of securities. The 
announcement states that subscribers offering Treasury 
notes which have been called for redemption on March 
16 in payment for the bonds and one-year certificates 
will be given preferred allotment.

S e c u r i t y  M a r k e t s

Throughout the month of February the stock market 
held rather consistently firm and for part of the time 
prices exhibited distinct strength. Around the end of 
January stock price averages were about 10 per cent 
above the mid-December low, but by the close of Feb
ruary this recovery had been increased to about 25 per 
cent, and prices were the highest since last October. As 
is shown in the accompanying diagram, the February 
advance was general; industrial and public utility shares 
rose about 11 and 13 per cent, respectively, and railroad 
stocks, which had made a considerable recovery in Janu
ary, advanced slightly in February. More widespread in
terest in the stock market also appeared in the larger 
turnover of shares on the New York Stock Exchange. 
After the first week of the month trading averaged
3,800,000 shares and on several days was well in excess 
of 4 million shares.

Domestic corporation bond prices moved within nar
row limits during February, following the check to the

PRICE INDEX

Price Movements of Industrial, Railroad, and Public Utility Stocks 
(Standard Statistics Company weekly indexes)
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upward movement that occurred during the closing days 
of January. The tendency was gradually upward, how
ever, and an average advance of %  of a point carried the 
general level of corporate bond prices to a point about 
half-way between the high of last September and the 
lowest point reached in December. Foreign bond quota
tions varied but little during the month, shewing no de
cided trend in either direction.

The United States Government bond market again was 
subject to unsettling influences. When it appeared early 
in the month that veterans’ bonus legislation which 
would necessitate a very large flotation of bonds by the 
Treasury would probably not be enacted, United States 
Government bonds advanced vigorously and by the 10th 
of the month had recovered nearly three-fourths of the 
loss sustained in the preceding week. Shortly afterward, 
prices began to decline again, but the drop was more 
gradual than in the final week of January, since the 
veterans’ relief measure then under discussion in Con
gress involved a smaller expenditure by the Treasury 
than the initial proposals. As the net result of these 
movements, the average price of the eight outstanding 
Government bonds stood near the end of the month 
about 1%  points below the highest level of this year, and 
about half a point above the lowest level reached in 
February.

N e w  F i n a n c i n g

The total volume of new security issues floated during 
January reached $606,000,000, the largest amount since 
last June. Of this total, $416,000,000 represented new 
capital, and $190,000,000 was for refunding purposes. 
Refunding operations have not been conducted on as 
large a scale since September 1929. In the new capital 
issues, domestic corporate offerings showed a further 
substantial increase, but issues by States and municipali
ties fell to an unusually small amount; consequently, 
total domestic offerings declined slightly from December 
to January, but the volume remained above the com
paratively low levels of the last five months of 1930, 
as the accompanying diagram indicates.
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Flotations of foreign securities in this market, also 
shown in the diagram, were larger in January than in 
any month since July. The data covering foreign issues 
include financing by American corporations in cases 
where the funds were for use abroad, but exclude private 
banking credits placed in this country on behalf of for
eign borrowers where no offering of securities was 
involved.

The total of new securities offered during February 
was well below the January volume, both in the domestic 
and foreign categories. Public utility and State and 
municipal financing constituted the larger part of the 
domestic issues. Railroad issues were very small, and, 
as for some months past, there appeared to be little de
mand for new capital on the part of industrial com
panies. The small volume of foreign issues was com
posed entirely of Canadian financing.

F o r e i g n  E x c h a n g e

The movement of the major exchanges in February 
was irregular and divergent. Sterling firmed up to 
$4.86 9/32 on the 7th, dipped gradually to $4.85 9/16 on 
the 20th, and thereafter firmed again around the month- 
end. French francs were irregularly strong until the 
9th, but weaker through the rest of the month. The 
reichsmark moved through a narrow range and was per
sistently weak at 5 to 6 points below its parity of $0.2382. 
The Swiss franc, which for twelve months had been 
above par and frequently close to the gold export point 
from this country, weakened in the second half of Feb
ruary and declined to $0.1925% on the 26th. Another 
currency which declined during the month was the 
guilder, which sold at $0.4010% on the 26th, showing a 
loss of seven and a half points for the month. The Scan
dinavian exchanges varied; rates on Norway and Den
mark firmed slightly, but the Swedish rate around the 
month-end was two or three points below its high of 
$0.2679 ̂  on the 7th. All three were below par. The 
belga remained above par throughout the month. The 
peseta slumped to $0.0969 on the 13th, but recovered 
steadily thereafter to $0.1072 on the 24th, its highest 
quotation since mid-December. Canadian dollars gained 
a little, closing at about 1/64 discount. The yen was 
steady within the narrow range of $0.4944 to $0.4946. 
The Brazilian milreis was off from $0.0880 to $0.0850, 
but the Argentine peso recovered to $0.7518 from a mid- 
January low of $0.6757.

G o l d  M o v e m e n t

Receipts from South America constituted the bulk of 
the gold imported at the Port of New York during Feb
ruary, $9,300,000 coming from Argentina and $1,100,- 
000 from Uruguay. At San Francisco, $2,700,000 was 
received from China. There was in addition a gain of 
$2,500,000 to the country's gold stock through a decrease 
in gold held under earmark for foreign account. As 
exports were negligible, a preliminary estimate indicates 
a gain of about $16,500,000 for the month.

French withdrawals of gold at the Bank of England 
ceased during February, and the Bank was able to show 
an increase in its gold holdings due to the reported re
ceipts of £750,000 from South Africa and £300,000 from
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Brazil. Of the South African gold offered in the market 
approximately £1,800,000 was obtained by France and 
£700,000 by Belgium. About 65,000,000 reichsmarks of 
gold were received by Germany from Russia during the 
latter part of January and in February.

C e n tra l B a n k  R a te  C hanges

On February 6 the Bank of Sweden lowered its rate 
from 3 to 3 per cent, the last previous change having 
been a reduction from 4 to 3%  per cent on April 3, 1930.

On January 29 the rate of the National Bank of Bul
garia was lowered from 10 to 9 per cent. This was the 
first change made since July 2, 1929, when the rate was 
moved upward from 9 to 10 per cent.
P ro d u c tio n

An expansion in productive activity of at least sea
sonal proportions was reported in several lines during 
February. Steel ingot output rose to 52 per cent of the
oretical capacity, as against 47 per cent at the end of 
January, and production of cotton goods, anthracite coal, 
and crude petroleum also showed increases from the 
January level; output of bituminous coal, however, 
declined.

In January the total volume of industrial production 
showed an expansion of close to the usual proportions 
from the low levels reached at the year-end. Among the 
metal industries, output of both pig iron and of steel 
increased slightly more than is usual for the month, so 
that this bank’s seasonally adjusted indexes showed ad
vances for the first time in a number of months, but 
curtailment of output was general among the non-ferrous 
metal producers. Following the sizable expansion of 
automobile output in December, a further small increase 
in output occurred in January, bringing the level of 
activity in this industry well above its low point of last 
autumn.

Production of bituminous coal declined sharply late 
in January, so that the total output for the month was 
lower than in December, in contrast to the usual seasonal 
increase; crude petroleum output also was reduced, but 
production of anthracite coal increased slightly. Textile 
mills operated at somewhat higher levels than in Decem
ber, although in the case of silk the increase was less 
than seasonal. Output of other industries showed no con
sistent change from December to January, after seasonal 
adjustment.
INDEX INDEX

(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

Jan, Nov. Dcc. Jan.
Metals

94 62 55 57
91 62 57 59

Copper, U. S. mines.................................. 92 74 69 64p
79 73 81 69
83 55 54 51

Tin deliveries............................................. 84 89 119 102

Automobiles
Passenger cars............................................ 87 36 48 50p
Motor trucks.............................................. 99 83 78 79p

Fuels
Bituminous coal......................................... 87 73 71 66p
Anthracite coal.......................................... 103 83 88 91p

97 75 71 70
Petroleum, crude....................................... 105 83 82 79 p
Petroleum products................................... 92 79 77

Textile and Leather Products
Cotton consumption................................. 89 71 68 71
Wool mill activity..................................... 75 62 58 62p
Silk consumption....................................... 104 115 111 101
Leather, sole.............................................. 107 95 98 88p
Boots and shoes......................................... 101 75 77 p 77 p

Foods and Tobacco Products
Live stock slaughtered.............................. 90 89 90 92
Wheat flour................................................ 92 97 91 92
Sugar meltings, U.S. ports...................... 93 114 74 72
Tobacco products...................................... 99 90 96 89

Miscellaneous
108 83 81 81
77 54 51

Printing activity........................................ 100 84 88
Paper, other than newsprint.................... 98 81
Paper, newsprint....................................... 102 83 87 88

99 81 80 p

In d ex e s  o f B usiness A c t iv i t y

A few important indicators of business activity showed 
signs of greater stability in January and the first part 
of February. During most of January, merchandise and 
miscellaneous car loadings continued, after seasonal ad
justment, at the level that had generally prevailed since 
early December, and in the first two weeks of February, 
the seasonally adjusted figures averaged slightly higher 
than in January. Average daily department store sales 
declined slightly less than usual in January from the 
December level, both in this district and in the country 
as a whole, and preliminary indications were that there 
was little change in this district during the early part 
of February. The January indexes of building contract 
awards, life insurance paid for, and advertising also 
tended to advance somewhat.
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INDEX

Railroad Car Loadings of Merchandise and Miscellaneous Freight, 
Adjusted for Seasonal Variation and Year-to-Year Growth

On the other hand, car loadings of bulk freight ex
panded less than usually in January, and larger than 
seasonal declines were shown in bank debits, security 
trading, and postal receipts. The increase of new cor
porate enterprises in New York State was less than the 
usual December to January increase, and the number of 
business failures rose to a level exceeding that of any 
previously recorded January.

(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

Jan. Nov. Dec. Jan.

Primary Distribution
Car loadings, merchandise and misc........ 94 80 78 78
Car loadings, other.................................... 98 78 80 76
Exports....................................................... 85 63 60 60p
Imports....................................................... 104 90 91 78p
Panama Canal traffic................................ 82 72 62

Distribution to Consumer
Department store sales, 2nd Dist............ 98 87 85 87
Chain store sales, other than grocery.. . . 89 89 85 84
Life insurance paid for............................. 111 88 88 89
Advertising................................................ 92 80 76 77

General Business Activity
Bank debits, outside of New York City.. 98 87 91 88
Bank debits, New York City................... 117 92 103 89
Velocity of bank deposits, outside of New

York City............................................... 115 94 95 97
Velocity of bank deposits, New York City 129 87 95 83
Shares sold on N. Y. Stock Exchange. . . 241 166 196 159
Postal receipts........................................... 99 87 90 88
Electric power............................................ 97 83 84p
Employment in the United States.......... 98 83 82 80
Business failures........................................ 111 113 123 132
Building contracts..................................... 88 63 62 63
New corporations formed in N. Y. State 84 83 80 78
Real estate transfers................................. 69 59 60

General price level*................................... 174 161 158 157
Composite index of wages*...................... 227 219 219 216
Cost of living*........................................... 170 161 159 158

p Preliminary *1913 average=100

B u ild in g
During January, the volume of building contracts 

awarded in the 37 States included in the F. W . Dodge 
Corporation survey was 9 per cent smaller than the 
amount of work contracted for during December, but 
as this decline was slightly less than the usual seasonal 
contraction between these two months the index of build
ing contracts computed by this bank advanced 1 point. 
For the past three months this index has held within a 
narrow range, although it has been at the lowest levels

relative to the computed trend since 1921. The moder
ately favorable showing of January was due to an in
crease in public works and utilities undertakings, as 
both residential and non-residential building contracts 
declined from December to January. During the first 
three weeks of February, more than a seasonal advance 
in building contract awards was reported, chiefly as a 
result of larger contracts for residential building work.

As compared with the level of a year previous, Jan
uary contract awards continued to show a substantial 
reduction; total contracts were down 30 per cent, and 
public works and utilities and other non-residential work 
were down more than that amount, but residential build
ing showed a decline of only 18 per cent. Residential 
building in recent months has been fluctuating at a low 
level but in general the changes have been largely con
fined to seasonal fluctuations, following a decline of more 
than two years’ duration. Several of the districts from 
which construction contract figures are collected by the 
F. W. Dodge Corporation showed increases over the 
totals reported in January 1930; these localities were 
the Southern Michigan, Kansas City, New Orleans, and 
St. Louis districts.

While the total volume of building contracts in Metro
politan New York and vicinity continued to show a con
siderable decline from the level of a year previous— a 
reduction of nearly one-fourth in January— contracts for 
residential work were approximately 20 per cent above 
a year ago. Public works and utilities, on the other hand, 
reversed the tendency of December and were 30 per 
cent smaller than a year ago, and other non-residential 
building contracts in this territory were 46 per cent be
low the volume of January 1930.

C o m m o d ity  P rices
The tendency in commodity prices was predominantly 

downward again during February, and the weekly 
index shown in the accompanying diagram continued to 
decline rather rapidly. Few important commodities 
showed increases for the month as a whole. Raw cotton, 
the most conspicuous exception, continued the advance 
which began in December, and touched 11.35 cents a 
pound, which is 1.90 cents above the low of the middle 
of December.

PER CENT

Weekly Movements of General Commodity Prices (Index of the 
National Fertilizer Association; 1926-28=: 100 per cent)
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No significant change occurred in the price of wheat, 
but most other important agricultural commodities de
clined. Live stock generally showed marked weakness, 
and the price of hogs reached a new low level for recent 
years. Hides dropped 1%  cents further to 7 cents a 
pound, or less than one-third of the peak price of 1929. 
Silk reacted sharply, following its January gain, and 
rubber, wool, corn, and sugar also showed declines for 
the month as a whole; rubber equaled its record 1930 
low, and wool and corn established new low levels for 
many years.

Scrap steel dropped 50 cents a ton, thus canceling all 
of the gain made just after the turn of the year, but 
later recovered 25 cents; the Iron Age composite price 
of pig iron receded further to $15.71 a ton, the lowest 
figure since 1915. The non-ferrous metals declined early 
in the month, but subsequently recovered slightly. Cop
per equaled its previous low of 9%  cents, but in conse
quence of a marked stimulation of foreign and domestic 
buying at this level, recovered to 10% cents. Similarly, 
the price of lead was reduced further to a new low 
figure, 4.50 cents a pound, but subsequently recovered 
to 4.60 cents. Silver dropped as low as 25%  cents an 
ounce, followed by an advance to 27% cents. Zinc re
ceded to its previous low of 3.95 cents, but later recov
ered somewhat; tin, on the other hand, showed a slight 
upward tendency.

The wholesale commodity price index of the Bureau 
of Labor Statistics declined in January to 77.0 per cent 
of the 1926 average. This brought the total decrease since 
the peak of July 1929 to 21 per cent.

F o re ig n  T ra d e
During January, the value of this country’s foreign 

merchandise trade continued the downward course of 
the past fifteen months, which, as the accompanying 
diagram indicates, has been interrupted only by seasonal 
increases in a few months. Compared with a year pre
vious, both exports and imports showed slightly larger 
percentage decreases than in any month during the past 
year. Exports, valued at $250,000,000, and imports, at 
$183,000,000, were 39 and 41 per cent, respectively, below 
the levels of a year ago. The decline from December in 
each case was about $25,000,000. In the case of exports, 
this reduction was not much larger than the usual sea
sonal movement, whereas in the case of imports the 
decline was contrary to the seasonal tendency.

In general the heaviest percentage reductions in for
eign trade values during January occurred in the raw 
material group, which no doubt is partly explainable by 
wider fluctuations in the prices of basic commodities than 
in prices of finished or semi-finished products. Exports 
of raw materials, including a large proportion of raw 
cotton, totaled 44 per cent less than a year ago, and im
ports of raw materials, chiefly raw silk and crude rubber, 
were 45 per cent smaller. Partly and wholly manufac
tured exports and imports continued to be more than 
one-third smaller in value than last year.

The quantity of raw cotton shipped abroad was 28 per 
cent smaller, and the value 57 per cent less, than in Janu
ary 1930. Exports of grains decreased nearly 60 per cent 
in volume and about two-thirds in dollar value. Quantity

MILLIONS OF DOLLARS

Foreign, Trade of the United States; Monthly Exports and 
Imports of Merchandise

imports of crude rubber were 22 per cent less than a year 
ago, but raw silk and coffee importations increased 14 
and 13 per cent, respectively.

E m p lo y m e n t  a n d  W ag es

The number of workers employed in factories, both 
in New York State and in the country as a whole, showed 
a further decline of more than seasonal proportions in 
January, and reached a new low level for recent years. 
Outside of factories, it appears that the situation also 
was unfavorable, for weather conditions interfered with 
out-of-door operations, and the United States Employ
ment Service reported that there were large surpluses of 
both skilled and unskilled workers.

The indications of data on the relative availability of 
jobs were somewhat mixed. On the one hand, the rate of 
voluntary labor turnover in factories, after reaching in 
December a new low level for the twelve years for which 
the figures are available, showed an unusually large in
crease for January. On the other hand, the number of 
persons who applied to the New York State Employment 
Bureaus for work was larger in January than in Decem
ber, while the number of orders for workers was smaller, 
so that the ratio of applications to available jobs fell to 
a new low level. In the first two weeks of February, this 
ratio showed a small recovery, which was at least partly 
of a seasonal nature.

Payroll and wage data indicate further reductions in 
the income of industrial employees in January. Factory 
payrolls in New York State dropped 4 per cent further, 
whereas the average December to January decline in 
past years has been a little over 1 per cent. Average 
weekly earnings of factory employees declined to the 
lowest level since 1923.

D e p a r tm e n t  S to re  T r a d e

January sales of reporting department stores in this 
district were 7.6 per cent smaller than in 1930. Sub
stantial decreases in sales continued to be reported in 
New York City, Buffalo, Syracuse, Bridgeport, Southern 
New York State, Hudson River Valley, and the Capital 
District, while the declines in sales in the other sections
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of this district were much smaller, ranging from 1 per 
cent to 5 per cent. The leading apparel stores reported 
sales 5 per cent below January 1930, as compared with 
a decline of more than 8 per cent in December.

Stocks of merchandise on hand at the end of January, 
valued at retail prices, were nearly 10 per cent below last 
year, the largest reduction in a number of years. The 
rate of collections on charge accounts during the month 
was slightly lower in January 1930, but compared more 
favorably with a year ago than in December.

Locality

Percentage 
change 

January 1931 
compared with 
January 1930

Per cent of 
accounts 

outstanding 
December 31 
collected in 

January

Net
sales

Stock 
on hand 
end of 
month 1930 1931

New York....................................................... — 8.6
— 5.8
— 2.6
— 7.9
— 2.6
— 6.7
— 9.3
— 4.8 
— 13.2 
— 12.6
— 9.0
— 1.2

— 8.2 
— 14.3
— 7.3
— 6.7 
— 15.1
— 8.4 
— 10.8

51.6 
51.2
49.7 
34.0
49.6
41.6
41.8

52.6
48.8 
49.3 
33.1
45.9
40.8
39.9

Buffalo............................................................
Rochester.......................................................
Syracuse..........................................................
Newark...........................................................
Bridgeport......................................................
Elsewhere.......................................................

Northern New York State.......................
Southern New York State........................
Hudson River Valley District..................
Capital District.........................................
Westchester District.................................

All department stores........................... — 7.6 — 9.5 50.1 49.5

Apparel stores........................................ — 4.9 — 13.0 50.7 47.3

As the following table shows, the principal apparel de
partments were among those showing the more favorable 
comparisons of sales with those of a year ago, while the 
furniture, home furnishings, and musical instrument 
and radio departments were among those showing the 
larger reductions in sales.

Net sales 
percentage change 

January 1931 
compared with 
January 1930

Stock on hand 
percentage change 
January 31, 1931 
compared with 

January 31, 1930

Toilet articles and drugs..................... +10.9 — 7.0
Toys and sporting goods..................... +10.4 — 7.1
Men’s and Boys’ wear......................... +  4.1 — 14.1
Men’s furnishings................................ +  1.7 — 15.9
Woolen goods....................................... +  1.6 —31.8
Women’s and Misses’ ready-to-wear.. — 0.7 —21.3
Women’s ready-to-wear accessories... — 1.1 — 11.0
Hosiery................................................. — 1.2 — 19.1
Linens and handkerchiefs.................... — 1.4 +  0.2
Silverware and jewelry........................ — 3.8 — 9.1
Cotton goods........................................ — 4.7 — 9.6
Luggage and other leather goods....... — 7.8 —20.8
Shoes..................................................... — 8.3 — 15.7
Furniture.............................................. — 9.6 — 13.5
Silks and velvets.................................. — 9.9 —16.7
Books and stationery.......................... — 10.7 — 15.0
Home furnishings................................. — 11.5 — 7.4
Musical instruments and radio.......... —51.3 +  9.0
Miscellaneous....................................... — 15.4 — 15.4

W h o le sa le  T ra d e
The volume of January sales by wholesale dealers in 

this district averaged 25 per cent below a year ago. The 
sales of cotton goods, shoes, hardware, stationery, paper, 
and jewelry continued to be substantially smaller than a 
year previous, and the sales of men’s clothing showed the 
largest decrease from a year previous during the period 
covered by this bank’s records. Drug firms reported a 6

per cent decline compared with a year ago in January, 
following an increase in December, and the sales of gro
ceries were 14 per cent smaller than a year previous. 
Wholesale diamond dealers reported January sales al
most 50 per cent smaller than in 1930, and machine tool 
orders, reported by the National Machine Tool Builders 
Association, declined further to about one-third the vol
ume of last year. Yardage sales of silk, reported by the 
Silk Association of America, increased for the third 
consecutive month; however, the increase in January 
was comparatively small.

The value of stocks of merchandise held at the end of 
January in all reporting lines, with the exception of 
drugs, remained substantially smaller than a year ago. 
Collections in January this year were only slightly 
smaller than in 1930.

Commodity

Percentage 
change 

January 1931 
compared with 
December 1930

Percentage 
change 

January 1931 
compared with 
January 1930

Per cent of 
accounts 

outstanding 
December 31 
< collected 
in January

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1930 1931

— 4.9 — 2.1 — 13.6 — 17.5 73.1 75.4
Men’s clothing.............. +13.2 —44.2 45.8 41.9
Cotton goods................ —42.8 +  0.7 —29.1 —35‘.1 32.3 32.7

+29.0* — 5.0* +  2.1* — 15.3* 47.9 46.4
—30.7 +20.4 —27.5 —32.4 39.7 38.8
+21.3 +  0.7 — 6.4 +29.8 33.7 36.4
—34.1 +  6.5 —22.9 — 14.0 51.6 46.2

Machine tools**........... — 2.8 —63.2
— 2.8 —24.2 73.2 7i'.i
+  3.7 
—30.6 — *8‘.0

—24.1
—48.4 — 17.5

57.2 
} 43.8

53.9 
} 37.6—57.2 — 10.5 —35.4 —30.4

Weighted average. . . — 4.8 —25.2 52.9 51.7

* Quantity not value. Reported by Silk Association of America 
** Reported by the National Machine Tool Builders Association

C h a in  S to re  T r a d e

Total sales in January of the reporting chain store 
organizations were 1.3 per cent less than a year ago, the 
smallest decrease since last September. The sales of ten 
cent chain systems were 4 per cent larger than a year 
previous, the first increase in sales since April. The daily 
rate of sales of drug, shoe, and variety chains declined 
considerably less from a year ago than in December, 
while in groceries and candy the decreases in sales 
showed no material change from December.

After allowing for the change in the number of stores 
operated, ten cent chains were the only type of chain 
stores that reported an increase; however, the average 
decrease in sales per store of all reporting chain systems 
showed the smallest decline since May 1930.

Type of store

Percentage change January 1931 
compared with January 1930

Number
of

stores
Total
sales

Sales
per

store
+  5.4 — 2.4 — 7.4
+  4.2 +  4.3 +  0.1

Drug............................................. — 3.3 — 12.0 — 9.0
+  7.7 — 14.1 —20.3
+  7.4 — 4.0 — 10.6
— 2.0 —26.8 —25.3

Total..................................... +  4.9 — 1.3 — 6.0
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Index Number of Production of Manufactures 
and Minerals Combined, Adjusted for 

Seasonal Variations (1923-25 
average=100  per cent)

1927 1928 1929 1930 1931
Index Numbers of Factory Employment and 

Payrolls, Without Adjustment for 
Seasonal Variations (1923-25 

average=100  per cent)
BILLIONS OF DOLLARS

1927 1928 1929 1930 193«
Monthly Averages of Weekly Figures for Re

porting Member Banks in Leading Cities 
(Latest figures are averages of first 

2 weeks of February)
PER CENT

ary rates are averages for the first 19 days)

B u sin e ss  C o n d it io n s  in  th e  U n it e d  S ta te s

(Summarized by the Federal Eeserve Board)

I NDUSTRIAL activity increased in January by slightly less than the usual 
seasonal amount, and factory employment and pay rolls declined. Money 

rates in the open market declined further from the middle o f January to the 
middle of February.

P roduction and E mployment

The Board’s index of industrial production, which is adjusted for seasonal 
variation, showed a decrease of less than 1 per cent in January, compared 
with declines of 3 per cent in November and in December. Activity in the 
steel industry, which was at a low level in December, increased during the 
following month by considerably more than the usual seasonal amount; output 
of automobiles, which had shown an unusual increase in December, increased 
less in January than in the corresponding month of other recent years. The 
cotton and wool textile industries were more active in January, while the 
output of copper, petroleum, and coal declined.

The number of wage earners employed at factories was smaller in the pay 
roll period ending nearest the 15th of January than in the preceding month, 
reflecting in part extended year-end shut-downs. There were large declines in 
employment at foundries and at establishments producing hosiery, women’s 
clothing, lumber, brick, cement, and tobacco products; employment in the 
men’s clothing, leather, and agricultural implement industries increased some
what more than usual for the season. Factory pay rolls were considerably 
reduced in January.

Value of contracts awarded for residential building continued to decline 
in January, according to the F. W. Dodge Corporation, while contracts for 
public works and utilities increased. In the first half o f February the daily 
average of contracts awarded for residential building increased.

Distribution

Volume of freight car loadings was reduced further in January, contrary 
to the usual seasonal tendency, reflecting decreases in shipments of coal, mer
chandise, and miscellaneous freight. Department store sales, which always 
show a sharp reduction from December to January, declined by less than the 
estimated seasonal amount.

W holesale P rices

The general level of wholesale commodity prices declined further by
2 per cent in January, according to the Bureau of Labor Statistics. Prices of 
many leading agricultural products, and of copper, and silver decreased sub
stantially, while prices of cotton and silk advanced. In the first half of 
February the price of cotton continued to rise and in the middle of the month 
copper also advanced, while the price of silver declined to new low levels and 
prices of livestock continued to decrease.

Bank Credit

Volume of credit at member banks in leading cities showed little change 
from January 14 to February 11, further declines of $200,000,000 in loans on 
securities and of $115,000,000 in all other loans being largely offset by an 
increase of $310,000,000 in the banks’ holdings of investments.

In the first three weeks of February bank suspensions declined sharply 
and a number of banks, previously suspended, resumed operations.

Volume of Eeserve Bank credit outstanding decreased by $175,000,000 
between the weeks ended January 17 and February 14, reflecting a reduction 
of $70,000,000 in member bank balances and $80,000,000 in money in circu
lation, together with an increase of $25,000,000 in the stock of monetary gold. 
The principal reduction has been in acceptance holdings of tlie Eeserve Banks.

Money Rates

Money rates in the open market continued to decline after the middle of 
January and by the middle of February were at new low levels. The pre
vailing rate on prime commercial paper declined to a range of 2*4-2%  per cent; 
and the rate on bankers acceptances was reduced to l 1/^ per cent, but subse
quently advanced to 1 ^  per cent.
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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 April 1,1931

M o n e y  M a r k e t  in  M a r c h

Notwithstanding an unusually heavy shifting of funds, 
especially in connection with United States Treasury 
operations, conditions in the New York money market 
have remained virtually unchanged during the past 
month. No unusual business demand for bank credit 
or currency has appeared as yet, and a moderate inflow 
of gold has continued.

As a result of the continued gold import movement, 
the monetary gold stock of the United States has now 
reached a level which, as the accompanying diagram 
indicates, is slightly above the highest point previously 
shown by published figures, which was reached in May
1927. The March inflow totaled $26,000,000, which 
brought the net gain of gold for the first three months 
of the year to around $100,000,000. This follows a net 
gain of $309,000,000 in 1930 and of $142,000,000 in 1929. 
The gold imports this year, as in 1930, have been chiefly 
from South American and Far Eastern countries, which, 
with the exception of Argentina, did not participate 
largely in the outflow of gold from the United States 
during 1927 and 1928. The exchanges of most of these 
countries have continued depressed, and some further 
gold shipments to the United States were reported to 
be in transit at the end of March. The continued inflow 
of gold was partly responsible for a further reduction

BILLION S O F D O LLA R S

Monetary Gold Stock of the United States (End of
month figures— March preliminary)

in the amount of Federal Reserve credit outstanding; 
on March 25 the total amount in use was $858,000,000, 
the smallest volume since the summer of 1924.

During much of the month, however, there was some 
feeling of uncertainty in the New York money market 
concerning requirements on the banks and effects on 
money conditions which would result from United States 
Treasury operations. The passage by Congress of a bill 
increasing the present loan value of veterans’ adjusted 
service certificates to 50 per cent of the value at maturity 
was immediately followed by a flood of applications for 
such loans, and before the middle of the month checks 
were being issued to veterans in considerable volume. 
The pa/ment of these checks up to the March tax 
date was met by the withdrawal of all remaining Treas
ury funds with banks throughout the country. It was 
necessary, therefore, to include in Government financing 
on the tax date about $400,000,000 of security issues in 
addition to those required for refunding purposes, in 
order to provide funds with which to pay the veterans’ 
checks that continued to be issued rapidly.

Sales of new Treasury securities, consequently, were 
in unusually large volume, but as a considerable part 
were exchanged for the notes which had been called, 
and most of the remainder were paid for with book 
credits, no very large immediate cash payments were 
required. The total amount of deposits to the credit 
of the Government which were created in payment for 
new Treasury securities by the subscribing banks was 
over $700,000,000, of which more than $500,000,000 ap
peared in the March 18 statement of the weekly reporting 
member banks as an increase in Government deposits, 
accompanied by an increase of $425,000,000 in Govern
ment security holdings. As no reserve is required against 
Government deposits, and as private deposits showed no 
accompanying reduction, there was no immediate effect 
on the reserve requirements of the banks.

The withdrawal of the Government deposits by the 
Treasury and the disbursements of the funds ordinarily 
tends to cause a corresponding expansion of individual 
and corporate deposits, and an increase in the amount of 
reserves which the banks are required to carry, although 
in the present instance this tendency is likely to be 
obscured for a time by other movements of deposits in
cident to the tax period. In any event the amount of 
additional reserves required is not more than $1,000,000 
of reserves for each $10,000,000 increase in deposits.

Against this prospective increase in required reserves 
the country banks have unusually large balances with
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city banks which, they can withdraw when the needs 
arise, and the large New York City banks have 
unusually large holdings of acceptances from which they 
can make sales to the Reserve Banks when they require 
additional reserves. This was illustrated early in March 
when call money advanced to 2 per cent in response to 
temporary withdrawals of funds from New York, and 
again on the 26th when a similar situation arose. 
On both of these occasions the New York banks sold 
acceptances to the Reserve Banks and thus obtained 
funds to replenish their reserves which had been drawn 
down below the required levels, and easier money con
ditions quickly followed. Furthermore, there is a pos
sible partial offset to the effect of Government dis
bursements on bank deposits and reserve requirements, 
in that some resale of new Government securities by 
the banks to other investors usually occurs, and, to 
the extent that this takes place, private deposits are 
drawn down.

An additional offering of $100,000,000 of Treasury 
bills was made near the end of March and the Treasury 
announced that still further funds would be required 
during April to meet payments to veterans.

Tax date operations of the Treasury, although in 
unusually large volume, had no material effect on the 
money market. Due to the fact that a large part of the 
Treasury notes which were called for retirement were 
exchanged for securities of the new issues, the amount 
of securities to be redeemed in cash was relatively small; 
consequently the amount of funds which the Treasury 
found it necessary to obtain temporarily from the 
Reserve Banks against special one-day certificates of 
indebtedness was less than on many previous tax dates, 
totaling $170,000,000. As usual this excess of Treasury 
disbursements over receipts on the tax date tended to 
create a temporary surplus of funds in the New York 
money market, and, in order to take up some of these 
funds, participations in the special certificate of indebt
edness totaling $86,000,000 were sold on March 16 to 
New York City banks and an additional $20,000,000 to 
Boston banks. This reduced the amount of excess funds 
in the money market to moderate proportions. A  longer 
period than usual elapsed before the Treasury’s day-to- 
day certificates of indebtedness to the Reserve Banks 
could be completely repaid, however, due to the sub
stantially reduced volume of income tax receipts, which 
were over $200,000,000 smaller than in March 1930, and 
to the rapid disbursement of Treasury funds through 
loans to veterans.

Money Rates at New York

Mar. 31, 1930 Feb. 27, 1931 Mar. 31, 1931
Stock Exchange call loans..................... *3M-4

4
3 ^ -4

2H
f4.91
2.58
2.77

3 X

3

*ix
tt2-2tf

2 X
I X13.81

1.21
1.32

2

IX

*1X~2
m x - 2
2 H - 2 X

I Xt3.56

1.16
1.45

2

IX

Stock Exchange 90 day loans................
Prime commercial paper........................
Bills—90 day unindorsed.......................
Customers’ rates on commercial loans.. 
Treasury certificates

Maturing June 15 (yield)..................
Maturing September 15 (yield)........

ederal Reserve Bank of New York re
discount rate.......................................

ederal Reserve Bank of New York 
buying rate for 90 day indorsed bills.

* For preceding week f f  Nominal t Average rate of leading banks
at middle of month

In general, money rates showed little change during 
March. Call money declined to 1 per cent on the Stock 
Exchange on March 20 for the first time since 1915, 
but for the month as a whole averaged slightly higher 
than in February. Commercial loan rates showed a 
further small decline, and quotations on Stock Exchange 
time loans were slightly lower at the end of March than 
a month previous.

B il l  M a r k e t

During the first part of March, fairly active trading 
in bankers acceptances was reported by the dealers, with 
their purchases and sales approximately balancing. In
creased demands on the New York City banks for funds 
during some of this time caused slightly firmer money 
conditions, and consequently these banks on a few occa
sions made direct sales of bills of short maturity to the 
New York Reserve Bank. These sales were reflected in 
an increase of $50,000,000 in the Federal Reserve Banks’ 
bill portfolio for the week ended March 11. In the fol
lowing week, which included the Treasury tax period, 
there was an excellent investment demand for bills, re
flecting some excess of funds in this market arising from 
Treasury operations; dealers’ portfolios were cut nearly 
in half, and Reserve Bank bill holdings declined by 
more than half of the amount of the increase reported in 
the previous week. Fairly well balanced conditions of 
supply and demand for bills, accompanied by a further 
decline in Federal Reserve holdings, continued until the 
last few days of March when absorption of excess bank 
funds in New York caused increased offerings of bills 
to the Reserve Bank and to dealers. Throughout the 
month, bill rates remained unchanged, indicating on the 
whole the existence of sufficient investment demand to 
absorb the limited amount of new bills that the banks 
cared to dispose of in the discount market.

The volume of bankers bills outstanding at the end of 
February was virtually unchanged from the amount out
standing a month earlier, and at $1,520,000,000 was only 
about 6 per cent smaller than that of a year ago. Minor 
declines between January and February in acceptances 
based on imports, exports, domestic shipments, and for
eign shipped or stored goods were largely offset by small 
increases in acceptances covering domestic warehouse 
credits and in acceptances issued to create dollar ex
change. During February, the accepting institutions 
which report to the American Acceptance Council con
tinued to hold a large volume of bills, and on February 
28 their portfolios consisting of their own acceptances 
and other bills purchased totaled $550,000,000, or only 
$22,000,000 less than a month earlier.

C o m m e r c ia l  P a p e r  M a r k e t

The continuation of a good investment demand for 
commercial paper was reported during March. The 
quantity of new drawings of prime paper that came into 
the market, however, remained far below the investment 
inquiry, so that little sales effort on the part of dealers 
was required in order to distribute the paper. Numerous 
blocks of new paper were quickly oversold, and as this 
condition naturally was conducive to lower rates, some 
of the exceptionally high grade paper began to appear 
in the market priced at 2%  per cent. The prevailing 
rate for prime paper, nevertheless, remained at 2%
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per cent until late in March, when a decline to a range 
of 2^4-2^ per cent occurred.

The lack of open market paper was shown in the 
outstandings of 20 dealers at the end of February, which 
at $315,000,000 were 3 ^  per cent smaller than a month 
earlier, whereas the usual seasonal tendency at this 
time of year is upward. As compared with the out
standings in February a year ago, there has been a net 
reduction of 31 per cent. The decline has been prac
tically continuous since April of last year, which marked 
the recent peak of commercial paper outstandings.

M a r c h  T re a s u r y  F in a n c in g

In March one of the largest Treasury financing oper
ations since the Victory Loan was successfully completed. 
The Series A  and B 3%  per cent Treasury notes of
1930-1932, totaling $1,100,000,000, which had been called 
for payment were replaced by issues bearing lower 
interest rates, and in addition about $400,000,000 of 
new funds were raised with which to pay loans granted 
to veterans against their adjusted service certificates. 
The new issues included $594,000,000 of 3%  per cent 
Treasury bonds of 1941-43; $624,000,000 of 2 per cent 
certificates of indebtedness, maturing in March 1932; 
and $300,000,000 of 1%  per cent certificates of indebt
edness, maturing in September 1931. For the $1,518,000,- 
000 of new securities allotted and issued, subscriptions 
throughout the country reached a total of $3,736,000,- 
000, or nearly two and one-half times the amount of 
securities actually sold. All of the bonds were issued in 
exchange for called Treasury notes, and of the allotments 
of certificates $72,000,000 of the one-year issue and a 
smaller amount of the six-months issue represented ex
changes. Payments for the remaining allotments were 
made largely in deposits established to the credit of the 
Treasury by subscribing banks, but around $100,000,000 
of the payments were made in cash.

Through these refunding operations the first impor
tant step was taken toward meeting the heavy maturities 
of the national debt during the next few years. The 
accompanying diagram shows the distribution of the 
principal outstanding United States Government bonds

1924

TREASURf BONDS

- L J__ L J__ I » I

594
493

1941
-43 943

l 1

^ 7

41 42 43

1Q3Z.

759

1931 3 2  3 3  3 4  3 5  3 6  37 3 8  '39 '40

Distribution of Principal Outstanding1 United States Government 
Securities, According to Earliest Dates  ̂on Which They 

Become Callable for Redemption (In millions of dollars)

and notes according to their earliest redeemable dates. 
As it indicates, an additional $450,000,000 of 3%  per 
cent Treasury notes will mature in December 1932 but 
can on six months9 notice be called for payment in 
December 1931 or in June 1932 if conditions are favor
able. In June 1932, $1,900,000,000 of First Liberty Loan 
bonds of 1932-1947 become redeemable, of which $536,- 
000,000 bear 4*4 per cent interest and most of the 
balance 3%  per cent. Then comes the $6,300,000,000 of 
Fourth Liberty Loan 4 ^  per cent bonds which are 
redeemable in whole or part on October 15, 1933, and 
mature in 1938. This issue, because of its size, presents 
the major problem in coming refunding operations of 
the Treasury. Beyond the Fourth Liberty Loan of 1933- 
1938, there are six issues of Treasury bonds, including 
the issue just floated, aggregating $3,700,000,000, which 
have optional redemption dates ranging from 1940 to 
1947 and maturities from 1943 to 1956.

The $3,400,000,000 approximate maturity value of 
veterans’ adjusted service certificates which will fall 
due in 1945 are not included in the diagram, nor are 
the $735,400,000 of 4 per cent Treasury notes, Series 
1932 to 1936, held as investments by the Adjusted Serv
ice Certificate Fund included.

As is usually the case, a large part of the Treasury 
operations during March were conducted at the Federal 
Reserve Bank of New York. Total transactions of the 
bank on March 16 were probably the largest for any 
single day in the history of the institution. Fiscal agency 
operations for the Treasury alone reached $1,700,000,000, 
and ordinary and extraordinary banking operations 
raised the total turnover of funds for the day to nearly 
$3,400,000,000. The transactions for the day are sum
marized in the following table.

(In millions of dollars)

Fiscal Agency Operations:
Redemption of called Treasury Notes

For cash....................................................................................  191
In exchange for new issues.....................................................  513

Total Redemptions.......................................................................

Allotments of New Bond and Certificate Issues
By book credit.........................................................................  272
By exchange.............................................................................  513
Cash sales.................................................................................  54

Total Allotments..........................................................................
Income tax collections............................................................................
Government coupons paid.....................................................................
Commissioner of Public Debt transactions.........................................

Total Fiscal Agency Transactions.............................................
Banking Operations'

One-Day Special Certificate of Indebtedness issued to cover Treasury
overdraft . . . . . . . ....................................................................................

Sale of participations in Special Treasury Certificate.........................
Purchases and sales of securities and bills...........................................
Loans paid, or rebated, and new loans made.......................................
Check collection operations....................................................................
Wire transfers..........................................................................................
Currency receipts and payments...........................................................
Other coupons handled...........................................................................

Total Banking Operations..........................................................

Total Turnover for Bank...........................................................................

704

22
19

132

1,716

170
106
186

13
735
429
201

1,660

3,376

In te r n a t io n a l M o v e m e n t  o f S h o r t -T e rm  C a p ita l
A  considerable movement of short-term funds from the 

United States to other countries during 1930 is indi
cated by a report recently issued by the Department of 
Commerce. This movement occurred largely in the form
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of the withdrawal of funds deposited in this country or 
employed here in short-term loans and investments, and 
to a smaller extent in the form of increased American 
deposits and short-term loans abroad. The following 
table presents in condensed form the amounts reported 
at the end of 1930 compared with a year previous.

(In millions of dollars)

Dec. 31, 
1929

Dec. 31, 
1930 Change

Due to Foreigners
Foreign deposits with. Americans............................. 1,662

102
1,672

71
+  10

Short-term borrowings from foreigners.................... — 31
Foreign funds employed in:

American acceptances..................................... 865 701 — 164
Brokers loans......................................................... 270 151 — 119
U S Treasury certificates.................................... 62 86 +  24
Other short-term loans.......................................... 11 39 +  28

Undiscounted foreign-drawn acceptances................ 105 73 — 32
(Held for collection by American banks)

Total................................................................ 3,077 2,793 —284

Due from Foreigners
American deposits with foreigne s........................... 210 266 +  56
Acceptance credits to foreigne ............................... 833 820 — 13
Overdrafts by foreigners..........................................
Other short-term loans and advances to foreigners. 
American funds employed in foreign money-markets

205
278
40

201
344
94

— 4 
+  66 
+  54

Total................................................................ 1,566 1,725 +159

Net Short-Term Indebtedness to Foreigners on
1,511 1,068 —443

As this summary indicates, the principal withdrawals 
of foreign funds were from investments in American 
acceptances and from brokers loans. Foreign deposits 
in American banking institutions, the largest element in 
foreign funds in this market, showed little change during 
the year, and investments in short-term United States 
Government securities and in other short-term loans 
increased somewhat.

On the other side of the ledger, there were increases 
in American deposits in foreign institutions, in short
term loans to foreigners, and in the amount of American 
funds employed in foreign money markets.

The reduction in short-term foreign funds in this mar
ket amounted to $284,000,000, and the increase in short
term American funds employed abroad totaled $159,000,- 
000. Consequently, the net amount of short-term indebt
edness to foreigners was reduced $443,000,000 during 
the year, from $1,511,000,000 on December 31, 1929 to 
$1,068,000,000 on December 31, 1930. To some extent 
this large movement of funds no doubt reflected the 
more rapid decline in interest rates in the New York 
money market than in, foreign money markets, and the 
consequent transfer of funds to markets which offered 
more profitable employment for funds. It is probable, 
however, that the major part of the decline in foreign 
funds employed here reflected the use of such funds to 
meet payments due in this country during a period when 
the issues of new foreign loans in the United States were 
much reduced.

N e w  F in a n c in g

In addition to the large amount of United States 
Treasury financing which is commented on in another 
section of this Review, the volume of other new security 
issues during March was comparatively heavy. The total 
of domestic corporate, State and municipal, and foreign 
financing exceeded $675,000,000 for the month, which is 
three times the February flotations, and is the largest 
volume for any month since June of last year. Much of

the financing represented refunding operations, but the 
investment market also absorbed a substantial volume of 
issues representing new capital without material effect 
on prices of previously existing securities.

In the domestic bond flotations, both corporate issues 
and State and municipal issues were large, owing in the 
first instance to three railroad bond flotations totaling 
$175,000,000, and in the second instance to the City of 
New York $100,000,000 issue of bonds and corporate 
stock and to the $66,000,000 flotation of the Port of New 
York Authority. The New York City issue was floated to 
meet maturities of short-term debt and the Port of New 
York Authority issue had for its chief purpose the re
imbursement of the States of New York and New Jersey 
for their investment in the Holland Tunnel. Both issues 
were sold quickly at exceptionally low interest rates. The 
amount of industrial financing also was larger than in a 
number of months, and public utility security issues were 
in moderate amount. In the field of foreign financing, 
on the other hand, new security issues continued to be 
very small and were confined to Canadian borrowings.

Final figures for February indicate an exceptionally 
small volume of new financing during that month. The 
total of $232,000,000 of new capital raised was the small
est for any month in recent years, with the single excep
tion of last August, when mid-summer dullness was 
added to other influences. Refunding issues also declined 
to a small amount, following the large operations of 
January. Of the $232,000,000 of new capital raised, 
$128,000,000 represented State, municipal, and farm loan 
financing, and $30,000,000 was foreign financing, in
cluding a private credit and several issues placed pri
vately amounting to $19,000,000; new domestic corpo
rate issues amounted to only $74,000,000.

S e c u rity  M a r k e ts

Conditions in the security markets were relatively 
stable during most of March, and turnover on the Ex
change, both of stocks and bonds, was of moderate 
volume. In the stock market, prices in general fluctuated 
without definite direction until the last week of March 
when average quotations declined below the levels of 
the beginning of the month, and were considerably below 
the highest levels reached in February at the culmination 
of the recovery from the December low point. During 
the first part of the month, the public utility stocks as 
a group extended somewhat further the previous months ’ 
gain, but the subsequent reaction reduced the net gain 
from the December low to 28 per cent. Industrial stocks 
at no time reached as high a level as in February, and 
toward the end of March were selling approximately 
12 per cent higher than at the December low. The raii- 
road stocks exhibited reactionary tendencies throughout 
the month, accompanying further dividend reductions, 
and near the close of March quotations showed a net 
loss of 10 per cent for the month, but remained 8 per 
cent higher than at mid-December.

The general bond market held fairly steady during 
March, despite the flotation of a large volume of new 
securities, especially railroad, State and municipal, and 
United States Government issues. The domestic corpo
rate bond averages generally moved within a narrow 
range during the month; those composed largely of the 
highest grade issues showed slight advances, while those
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which include a greater proportion of less high grade 
issues underwent declines. After the announcement of 
the Treasury’s financing program early in March, the 
outstanding Liberty Loan and Treasury bonds advanced 
about %  of a point on the average, but in the latter half 
of the month lost a portion of this gain, and at the close 
were about 1 point below the highest level of the year.

Notable improvement occurred in foreign bond prices 
during the first three weeks of March. A  representative 
average of 40 foreign issues listed in this market rose 
over two points further, and by March 20 had reached 
the highest level since October. In the closing part of 
the month, however, prices showed a tendency to decline.

B usiness P ro fits

Reflecting the depressed business conditions through
out the past year, the 1930 net profits of 722 industrial 
and mercantile companies for which reports are avail
able were about 42 per cent smaller than for the year
1929, 32 per cent smaller than in 1928, and 16 per cent 
below the 1927 level. In fact, industrial profits appear 
to have been the smallest since 1924. The decline com
pared with the previous year became progressively 
larger as the year advanced; the decline shown by re
ports from representative industrial companies was en
larged from about 25 per cent in the first quarter to
35 per cent in the second quarter, to 50 per cent in the 
third quarter, and to about 60 per cent in the fourth 
quarter.

Of the 33 groups of industrial and mercantile concerns 
listed in the accompanying table, only two reported as 
good earnings as in 1929. These were the tobacco group, 
whose net return increased 9 per cent, and the beverage 
group, for which aggregate net earnings were practically 
the same as a year previous. There were, however, a 
few industrial groups whose net profits were not greatly 
below those of the previous year, notably the food prod
ucts groups, the motion picture, and the printing and 
publishing industries. Profits of certain other groups, 
including the chemical and drug, leather and shoe, and 
railroad equipment companies, underwent considerably 
less reduction than the average. On the other hand, the 
steel, automobile, and oil companies received less than

(Net profits in millions of dollars)

Corporation group
No.
of

Cos. 1927 1928 1929 1930

19 312 384 328 151
Automobile parts and accessories

(excl. tires).................................... 43 33 60 69 19
Bakery products............................... 13 49 53 59 52

5 13 16 19 19
Confectionery.................................... 10 19 21 25 23
Meat packing.................................... 15 24 42 44 37
Other miscellaneous food products 34 123 159 177 152
Building supplies..............................
Chemical and drug............................

39 68 74 78 41
26 102 124 148 116
8 9 12 9 Def. 1

Silk..................................................... 15 10 10 8 Def. 2
Other miscellaneous textiles............ 30 24 16 14 Def. 14
Coal and coke................................... 16 10 7 13 6

Other mining and smelting..............
11 26 44 57 17
24 50 60 85 40

Electrical equipment........................
Heating and plumbing.....................

23 100 116 151 97
9 23 24 23 7

Household equipment...................... 13 14 15 19 4
Leather and shoe.............................. 13 32 27 19 15

42 44 52 65 39
Motion picture.................................. 9 25 32 58 52
Office equipment............................... 11 25 31 41 25
Oil....................................................... 47 154 271 332 158

12 10 12 11 7
Printing and publishing................... 14 29 33 37 31
Railroad equipment......................... 19 57 54 72 54

8 9 8 8 5
13 57 32 42 Def. 21

Steel...................................................
10 11 12 16 10
25 159 216 357 160
38 155 164 171 107
18 96 100 110 121

Miscellaneous.................................... 90 223 293 344 224

Total 33 groups......................... 722 2,095 2,574 3,009 1,751

Telephone (net operating income) .. 
Other public utilities (net earnings)

103
95

228
775

253
869

278
1,007

270
1,025

Total public utilities................. 198 1,003 1,122 1,285 1,295

Class I. R.R. (net operating income) 171 1,086 1,193 1,275 885

half as much net profit as in 1929, and the earnings of 
mining and smelting concerns, and of automobile parts 
and accessories companies showed particularly large 
shrinkages. The rubber concerns as a group reported a 
sizable deficit. Aggregate returns of reporting corpora
tions in the textile and kindred lines likewise showed 
deficits.

Net operating income of Class I railroads for 1930 
sustained a 31 per cent decrease from the relatively large 
earnings of the previous year, and was the smallest 
since 1922. In contrast to the large decline in industrial 
and railroad profits, the telephone companies reported 
net operating income for 1930 only 3 per cent below
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1929, and somewhat larger than in other preceding 
years. Net earnings of other public utilities, which in 
previous years had been increasing rapidly, showed a 
further slight increase in 1930.

F o re ig n  E x c h a n g e
One of the principal influences on the major European 

exchanges during March was the wide disparity be
tween money rates in London and in certain other mar
kets, notably New York, Paris, Amsterdam, and Zurich. 
In addition there were indications of renewed offerings 
to Berlin of foreign short money, as well as the repatri
ation of German funds previously sent abroad.

Sterling, reichsmarks, and the Scandinavian exchanges 
displayed strength throughout March, although only 
reichsmarks made a steady and appreciable advance. 
The English pound moved from $4.85% on the 2nd to 
$4.86 on the 21st and closed the month only slightly un
der the latter level. As against the French franc, sterling 
gained fresh strength and crossed par towards the end 
of the month with the result that French withdrawals of 
gold from London ceased. German exchange at New 
York firmed from $0.2377 on March 2 to $0.2384, or two 
points above parity, near the close of the month, and 
small advances were recorded in Danish, Norwegian, and 
Swedish crowns. French francs and Swiss francs were 
weak, the former declining from $0.0391 13/16 to 
$0.0391 3/16, and the latter moving narrowly around 
$0.1924%, or 5%  points below par. Belgas also weak
ened. Guilders broke to $0.4007*4, or slightly below the 
theoretical gold import point to this country; they re
covered later to $0.4009 but were V/2 points down for 
the month. The lira was firm in a range of $0.0523%- 
$0.0524. Pesetas had an irregular decline from $0.1097 
to $0.1036, but after the 19th they rose steadily to 
$0.1077, and on the announcement of the extension of a 
stabilization credit to Spain, advanced a further 11 
points to $0.1088.

Canadian dollars were steady at par until the middle 
of the month, but weakened subsequently to a discount 
of 3/64 on the 26th. The Japanese yen eased from 
$0.4942 to $0.4938, remaining below our gold import 
point, but other Far Eastern exchanges, in response to 
some recovery in silver prices, firmed appreciably, the 
rupee rising from $0.3598 to $0.3628.

Reflecting fairly substantial gold shipments, the Ar
gentine peso firmed notably from $0.7547 on the 2nd 
to $0.7924 on the 26th and closed at $0.7911. The Bra
zilian milreis dipped to $0.0727 and closed at $0.0770 in 
an inactive market, showing a decline of more than %  
cent for the month.

G o ld  M o v e m e n t

Gold imports through the Port of New York during 
March included chiefly receipts from South America and 
Mexico; $11,500,000 came from Argentina, $2,900,000 
from Colombia, $1,200,000 from Uruguay, and $3,600,000 
from Mexico. At San Francisco, $1,600,000 was received 
from Japan, and $1,600,000 from China. There was in 
addition a gain of $3,000,000 to the country’s gold stock 
through a decrease in the amount of gold held under 
earmark for foreign account. Exports were negligible, 
and a preliminary estimate indicates that the country’s 
gold stock has been increased about $26,500,000, as the

result of net imports and changes in earmarked holdings 
during the month.

During March the Bank of England was able to in
crease its gold holdings by £3,000,000, mainly through 
the purchase of £2,600,000 of gold in the open market 
and the receipt of £750,000 in sovereigns from South 
Africa. On the 17th of the month the Bank of England 
made its first open market purchase since March 1930. 
Of the South African gold offered in the open market 
earlier in the month, France obtained £1,200,000 and 
Belgium £1,300,000. About 20,000,000 reichsmarks of 
gold were received by Germany from Russia during the 
latter part of March.

C e n tra l B a n k  R ate^ C h an g es
The South African Reserve Bank lowered its rate from 

5%  to 5 per cent effective March 13, the earlier rate 
having been in force since September 29, 1930. No other 
central bank rate changes were reported during the 
month.

B u ild in g
Due to an upturn in residential building, the volume 

of building contracts awarded in February, as reported 
by the F. W . Dodge Corporation, increased more than 
seasonally over the figure reported for January, and as 
a result this bank’s index of total building contracts in 
37 States advanced 5 points further, the largest increase 
since last June. The volume of residential contracts for 
the month of February was 43 per cent above the Jan
uary total and was 4 per cent larger than a year pre
vious. This is the first year-to-year increase to be re
ported in residential construction since August 1928. 
The percentage increase over January was considerably 
more than in the corresponding month of other recent 
years, and this bank’s seasonally adjusted index of resi
dential contracts rose sharply from the low level of im
mediately preceding months, as the accompanying dia
gram indicates.

Much of the increase in residential building occurred 
in Metropolitan New York and vicinity, where February 
contracts were more than 70 per cent larger than in 
either the preceding month or February 1930. This was 
the second consecutive month in which residential con-

PER CENT
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tracts in this locality rose above the level of a year ago. 
The type of residential building primarily responsible 
for the increase was apartment house construction, but 
a substantially larger total was also reported for con
tracts covering other housing developments.

The total amount of building and engineering work 
contracted for in 37 States during February was 26 per 
cent lower than a year ago, as public works and utilities 
and other non-residential building showed declines which 
considerably exceeded the increase in residential con
tracts. For the first two months of this year, total con
tracts have been 28 per cent smaller than in the cor
responding period of 1930.

During the first three weeks of March, average daily 
awards of building contracts were considerably above 
the February level, even after allowing for the usual 
seasonal rise between these two months. Gains occurred 
in residential, non-residential, and public works and 
utility contracts, with the largest increase in the last 
group. The total contracts continued below a year ago, 
however, due to the small amount of non-residential con
tracts, other than those for public works and utilities.

P r o d u c t i o n

March data indicate a continuation of the recovery 
in industrial production which began early in the year. 
A  current indicator of operations in the steel industry, 
the Iron Age ratio, advanced to 57 per cent of theoretical 
capacity at the middle of the month and remained at 
that level in the succeeding week, as compared with 52 
per cent in the latter part of February, and an increase 
in pig iron production wTas indicated by reports that 
some additional furnaces were brought into blast in

(Adjusted for seasonal variations and usual year-to-year growth)

Metals
Pig iron.................................
Steel ingots...........................
Copper, U. S. mines............
Lead..................................
Zinc........................................
Tin deliveries........................

Automobiles
Passenger cars......................
Motor trucks........................

Fuels
Bituminous coal...................
Anthracite coal.....................
Coke. . . ................................
Petroleum, crude..................
Petroleum products..............

Textile and Leather Products
Cotton consumption............
Wool mill activity................
Silk consumption.................
Leather, sole.........................
Boots and shoes....................

Foods and Tobacco Products
Live stock slaughtered........
Wheat flour..........................
Sugar meltings, U. S. ports. 
Tobacco products.................

Miscellaneous
Cement..................................
Tires.....................................
Printing activity..................
Paper, newsprint............ .
Paper, other than newsprint 
Wood pulp............................

1930 1931

March. A  further seasonal expansion in the automobile 
industry during March was also reported, and increases 
occurred in the production of crude petroleum and in 
the output of cotton goods.

The February expansion in productive activity proved 
to be of more than seasonal proportions in a majority 
of important industries, and a moderate rise occurred in 
the adjusted index of the Federal Reserve Board. Pro
duction of pig iron and of steel ingots showed increases 
that were larger than usual, and mine output of copper 
rose moderately. Activity in the automobile industry also 
increased more than seasonally, so that this bank’s index 
showed a gain for the fourth successive month. An up
ward trend also was evident in the textile industries, in
creases in consumption of raw cotton and in activity of 
wool mills being only partly offset by an unseasonal de
cline in mill consumption of silk. Production of coal 
was smaller, and activity in other branches of industry 
showed no consistent change.

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

Business activity in general has continued to show 
signs of stability. Car loadings of merchandise and mis
cellaneous freight, considered to be a representative 
measure of general business conditions, increased in 
about the usual seasonal proportions in February, but 
in the early part of March the advance did not quite 
measure up to the usual expansion. Loadings of bulk 
freight showed about the usual seasonal decline in Feb
ruary, and foreign trade showed irregular changes, after 
seasonal adjustment.

Retail distribution of goods appears to have improved 
somewhat in February; in the case of department store 
sales, increases over the January level occurred both in 
this district and in the country as a whole. The number

Feb. Dec. Jan. Feb. showed at least the usual decline from January.
(Adjusted for seasonal variations and usual year-to-year growth)

101 55 57 60
109 57 59 67
87 69 65 69 p 1930 1931
89 81 69 67
81 54 51 52
73 119 102 73 Feb. Dec. Jan. Feb.

Primary Distribution
88 48 50 55p Car loadings, merchandise and misc........ 96 78 78 78

109 78 79 82 p Car loadings, other.................................... 95 80 76 75
84 60 60 65p
97 91 76 74p

81 71 66 63p Panama Canal traffic................................ 80 62 63 63
100 88 91 88p
99 71 70 70 Distribution to Consumer

107 82 81 81p Department store sales, 2nd Dist............ 99 85 86r 91
94 77 73 Chain store sales, other than grocery.. . . 96 85 84 86

Life insurance paid for.............................. 106 88 89 84
Advertising................................................. 93 76 77 80

86 68 71 75
75 58 62 75 General Business Activity

108 111 104r 99 Bank debits, outside of New York City.. 98 91 88 82
108 98 87 85p Bank debits, New York City................... 126 103 89 91
96 77 77 p 84p Velocity of bank deposits, outside of New

York City............................................... 115 95 97 91
Velocity of bank deposits, New York City 143 95 83 87

94 90 92 96 Shares sold on N. Y. Stock Exchange.. . . 267 196 159 242
97 91 92 91 Postal receipts............................................ 97 90 88 86
75 74 72 67 Electric power............................................ 94 84 81p

102 96 89 98 Employment in the United States.......... 96 82 80 80
Business failures........................................ 116 123 132 131
Building contracts..................................... 90 62 63 68

110 81 81 76 New corporations formed in N. Y. State 91 80 78 85
78 51 61 Real estate transfers................................. 69 60 59 61
98 88 86

106 87 85r 86 General price level*................................... 173 158 157 157
99 77 80 Composite index of wages*...................... 226 219 216 218

105 80 76p Cost of living*............................................ 170 159 158 152

p Preliminary r Revised p Preliminary r Revised *1913 average=100
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E m p lo y m e n t  a n d  W ag es
Seasonal improvement in the employment situation 

from the low level of mid-winter is indicated by recently 
available data. The number of workers employed in re
porting factories in February increased 1.5 per cent in 
New York State and 1.2 per cent in the country as a 
whole; the gain was slightly more than seasonal in the 
case of New York State and slightly less than seasonal 
for the entire country. According to the Department of 
Agriculture, some decrease occurred in the supply of 
farm labor by the beginning of March, which, together 
with some improvement in demand, lowered the ratio of 
supply to demand from the record figure of February 
first.

The number of jobs reported to the New York State 
Employment Bureaus increased slightly, while the num
ber of applications for employment declined, so that 
there was a seasonal increase in the labor demand ratio 
during February. The average ratio for the first three 
weeks of March, however, showed no further rise. The 
rate of voluntary labor turnover in factories increased 
in February, accompanying the increase in employment. 
Improvement in employment conditions is shown also by 
payroll data for February; weekly factory payrolls in 
New York State rose 3.1 per cent over January, and 
average weekly earnings per employee also increased.

W h o le sa le  T r a d e
Reporting wholesale firms in this district showed total 

February sales about 24 per cent below last year, or 
much the same decrease as in January. Sales of men’s 
clothing, cotton goods, shoes, diamonds, and jewelry 
continued to show the largest declines from a year ago, 
these declines ranging from 29 per cent to 51 per cent. 
Wholesale dealers in hardware, stationery, and paper 
reported sales about 20 per cent below those of Febru
ary 1930, and grocery and drug sales continued to show 
decreases of smaller proportions. Machine tool orders, 
reported by the National Machine Tool Builders Asso
ciation, continued to be substantially smaller than a 
year previous. The Silk Association of America, how
ever, reported a 4 per cent increase over last year in 
yardage sales of silk goods, continuing the tendency of 
the three preceding months.

Commodity

Percentage 
change 

February 1931 
compared with 
January 1931

Percentage 
change 

February 1931 
compared with 
February 1930

Per cent of 
accounts 

outstanding 
January 31 

collected 
in February

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1930 1931

Groceries....................... — 12.5 — 2.7 — 13.5 — 15.8 67.7 71.4
Men’s clothing.............. +65.4  

+15.2  
— 8.2*

—42.5 34.7 36.4
Cotton goods................ +  2.7 —29.1 —34.1 31.6 31.1
Silk goods..................... — 2.1* +  3.9* — 16.8* 43.8 41.8
Shoes............................. +20.2

— 14.0
+  1.6 —29.8 —38.5 32.4 34.8

Drugs............................ +  5.0 — 7.3 +13.9 31.4 25.0
Hardware...................... — 3.5 +  9.0 —20.6 — 5.7 42.4 37.2
Machine tools**........... +25.1

— 13.0
—50.8

Stationery..................... — 19.2 64.7 69.5
Paper............................. — 5.8 — 20.5 64.1 

} 22'8

54.8
Diamonds...................... +  5.9 

+16.2
— ’ 5.9 —41.2 — ii  * 3 } 19.9Jewelry.......................... +  5.1 —30.2 —27.8

Weighted average.... +11.7 —23.6 45.8 46.0

* 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
The total February sales of the reporting department 

stores in this district averaged 6 per cent smaller than 
in 1930, following a decrease of nearly 8 per cent in 
January. Department stores located in New York City 
reported a 5 per cent decrease in sales compared with a 
year previous, the smallest decline since October. The 
sales of the Southern New York State and Hudson River 
Valley reporting stores showed somewhat smaller de
creases from last year in February than in January, 
but the sales of stores in Buffalo, Rochester, Newark, 
Bridgeport, and Northern New York State showed larger 
declines in February. Contrary to the rest of the dis
trict, the reported sales in the Westchester section were
4 per cent above a year ago. Sales of the leading apparel 
stores showed an 8 per cent decrease from Februarv
1930.

Stocks of merchandise on hand at the end of the 
month, valued at retail prices, showed an even larger 
reduction from a year ago than in January, the Febru
ary decline amounting to nearly 12 per cent. The per
centage of charge accounts collected during February 
was only slightly lower than in February of last year.

Percentage 
change 

February 1931 
compared with 
February 1930

Per cent of 
accounts 

outstanding 
January 31 
collected in 
February

Locality

Net
sales

Stock 
on hand 
end of 
month 1930 1931

New York....................................................... — 5.2 — 11.1 44.2 44.8
Buffalo............................................................ — 7.3 — 11.5 46.1 43.2
Rochester....................................................... — 12.0 — 9.7 34.9 36.9
Syracuse......................................................... — 8.7 — 10.4
Newark........................................................... — 6.9 — 15.1 43.0 39.7
Bridgeport...................................................... — 16.5 — 13.6 38.1 35.0

— 6.9 — 9.8 35.3 33.2
Northern New York State....................... — 11.9
Southern New York State........................ — 6.7
Hudson River Valley District.................. — 9.7
Capital District......................................... — 8.0
Westchester District................................. +  4.6

All department stores............................ — 6.0 — 11.5 42.9 42.1

Apparel stores........................................ — 8.1 — 15.7 41.3 39.4

Sales and stocks in major groups of departments are 
compared with those of a year ago in the following table.

Net sales 
percentage change 

February 1931 
compared with 
February 1930

Stock on hand 
percentage change 
February 28, 1931 

compared with 
February 28, 1930

Toilet articles and drugs..................... +10.0  
+  0.2 

0

— 8.6
— 17.6

Toys and sporting goods..................... — 1.3
Women’s ready-to-wear accessories... 
Silks and velvets..................................

— 1.8 
—  3.2

— 13.7
— 16.8

Books and stationery.......................... — 3.5 — 10.3
Cotton goods........................................ — 5.6 — 15.8
Home furnishings................................ —  5.8 — 8.1
Men’s furnishings................................ — 6.1 — 17.1
Silverware and jewelry........................ — 6.1 — 8.6
Men’s and Boys’ wear......................... — 7.8 — 17.9
Linens and handkerchiefs................... — 7.8 — 6.7
Women’s and Misses’ ready-to-wear..
Woolen goods.......................................
Luggage and other leather goods. . . .

— 8.5
— 9.4
—  9.9 
— 10.3

— 15.2
—29.9
—23.6
— 14.4

— 11.2 — 14.8
Musical instruments and radio.......... —21.2 —20.4
Miscellaneous....................................... —10.4 — 18.4
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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 te s

(Summarized by the Federal Eeserve Board)

O UTPUT of most of the important industries increased more than seasonally 
in February; and although factory employment advanced at a less rapid 

rate, the volume of wage payments at factories also rose by more than the 
usual seasonal amount. The general level of commodity prices continued to 
decline.

Production

Industrial production, as measured by the Board’s index, which is adjusted 
to allow for seasonal variation, increased by 4 per cent in February from the 
low level prevailing in December and January. On the basis of the average 
for 1923-1925 as 100 the volume of production in February was 85, compared 
with 82 for the two preceding months, and 107 for February of last year. At 
steel mills activity increased considerably, and the output of automobiles 
advanced by somewhat more than the usual seasonal amount. Output of shoe 
factories and textile mills increased substantially, while the output of coal 
continued to decline. During the first half of March activity at steel mills 
continued to increase.

Value of building contracts awarded in February was slightly larger than 
in January, according to the F. W. Dodge Corporation. An increase in residen
tial building was accompanied by a decrease in contracts for public works and 
utilities, while awards for factories and commercial buildings continued in 
small volume. In the first half of March there was an increase in the daily 
average of contracts awarded, as is usual at this season.

Factory Employment and Pay Bolls

Factory employment increased slightly less than usual in February, while 
factory pay rolls increased by more than the seasonal amount from the low 
level of January. In many industries the rate of increase in pay rolls was 
about the same as in February of other Tecent years, but in the automobile, 
shoe, woolen goods, and clothing industries, the rate of increase was larger 
than usual.

Distribution

Daily average freight ear loadings showed little change from January to 
February, while ordinarily there is an increase at this season. Sales by depart
ment stores increased slightly.

W holesale Prices

Wholesale commodity prices declined further in February, and the Bureau 
of Labor Statistics index, at 75.5 per cent of the 1926 average, was about 18 
per cent below the level o f a year ago. Prices o f many agricultural products 
decreased considerably, while the price of cotton advanced further. In the first 
half of March there were considerable increases in prices o f silver, livestock, 
meats, and hides, and declines in the prices of petroleum and cotton.

Bank Credit

Loans and investments of member banks in leading cities changed rela
tively little between the end o f January and the middle of March. Total loans 
on securities declined, notwithstanding the growth in brokers loans in New 
York City, and all other loans showed considerable further liquidation, while 
the banks’ investments continued to increase.

Volume of Eeserve Bank credit tended downward in February and showed 
little change between March 4 and March 18. Funds arising from gold imports 
in February were largely absorbed in meeting a seasonal demand for currency, 
while in the early part o f March there was an increase in member bank reserve 
balances.

Money rates in the open market continued at low levels from the middle of 
February to the middle of March. Eates on commercial paper were reduced 
from a range o f 2^ -2 %  to a prevailing level of 2% per cent, while Tates on 
90-day bankers acceptances remained at 1 ^  per cent. Yields on high grade 
bonds continued to decline.
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Federal Reserve Agent Federal Reserve Bank, New York May 1,1931

M o n e y  M a r k e t  i n  A p r i l

Important banking developments during April" in
cluded a considerable growth in the deposits of reporting 
member banks outside of New York City, an acceleration 
of the flow of gold to this country, and a decline in 
bankers acceptance rates and in yields on short-term 
Government securities to levels which approximately 
equaled the previous low points reached earlier in 
the year.

The expansion in the private deposits of reporting 
member banks located in cities other than New York, 
which since early March has exceeded $300,000,000, 
made available a considerable increase in purchasing 
power, the effects of which on business are as yet obscure. 
This increase, which is shown in the accompanying 
diagram, is quite definitely attributable to Treasury 
disbursements. Since the latter part of March, Treasury 
disbursements have steadily exceeded tax receipts and 
other revenue, due largely to the payment of loans to 
veterans, and large amounts of the credit obtained by 
the Government through the sale of new securities on 
March 15 and again on April 15 have been withdrawn

BILLIONS OF DOLLARS

Net Demand and Time Deposits of Reporting* Member Banks in 
Leading Cities Outside of New York City (Figures for 

Wednesday of each week)

from the banks by the Treasury and paid out into 
private deposit accounts. In addition the Government 
obtained funds for immediate disbursement on two occa
sions in April through the sale of Treasury bills. Thus 
an expansion of bank credit through Government bor
rowing has been taking place at a rapid rate.

G old  I n f l o w
The shipment of a substantial amount of gold from 

Paris to New York marks the reversal of a tendency dur
ing the past three years for gold to move from New York 
to Paris, especially at times when money rates in this 
market declined to levels that offered no attraction in 
comparison with rates in the Paris money market. So far 
this year about $110,000,000 of gold has been received in 
the United States from other countries, and fc^bst/ujvial 
additional shipments are reported to be in transit to this 
country. This follows the net import of $280,000,000 of 
gold in 1930.

Thus far the heavy inflow of gold this year has had 
little apparent influence toward the lowering of money 
rates or an expansion of bank credit here, due to the fact 
that the funds obtained by the banks through gold im
ports have been applied, directly or indirectly, to the 
retirement of Federal Reserve credit instead of forming 
the basis for an expansion of bank credit. Member bank 
borrowings from the Reserve Banks have declined to 
new low levels for many years, and the acceptance hold
ings of the Reserve Banks during recent months have 
averaged much below the usual volume for the time of 
year.

This retirement of Reserve Bank credit together with 
the recent increase in currency circulation has absorbed 
not only the imported gold but also most of the excess 
reserves which were held by the New York City banks 
earlier in the year. In fact, money conditions during 
most of April were less continuously easy than in the 
previous three months. In the absence of continuous or 
substantial excess reserves in the New York banks, every 
movement of funds from New York, even though tem
porary, tended to produce a slight firming of money con
ditions. Such tendencies did not proceed far enough to 
affect money rates materially, however, as the reserves 
of the New York banks were quickly adjusted through 
temporary borrowing or the sale of acceptances to the 
Reserve Bank.

Near the end of April, two successive reductions of Vs 
per cent in acceptance rates were made, accompanying 
reductions in the Reserve Bank buying rates for bills, so
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that rates quoted at the end of the month equaled the 
previous low levels reached in early February. Yields on 
short-term Government securities followed acceptance 
rates downward, but other open market money rates at 
the end of April were unchanged from a month previous.

Money Rates at New York

Apr. 30, 1930 Mar. 31, 1931 Apr. 30, 1931

Stock Exchange call loans...................... *3^-4 *1 ^ 2 *1H
Stock Exchange 90 day loans................ 4 ft 1 %~2
Prime commercial paper........................ 3K-4 2H-2H 2M-2 H
Bills—90 day unindorsed.......................
Customers’ rates on commercial loans.. 
Treasury certificates

23^ 1H 1H
t4 .59 +3.56 t3.54

Maturing September 15 (yield)........ 3.02 1.45 1.30
Maturing December 15 (yield). . . . . .

Federal Reserve Bank of New York re
3.19 1.69 1.52

discount rate.......................................
Federal Reserve Batik of New York

3H 2 2

buying rate for 90 day indorsed bills. 3 l H l H

* For preceding week ft Nominal f Average rate of leading banks at
middle of month

B i l l  M a r k e t

During the first week of April, slightly firmer money 
conditions caused the New York banks to dispose of some 
of their bill holdings and to call a substantial amount of 
their loans to dealers against acceptances. This situation 
resulted in a further increase in dealers’ portfolios, and 
in the bill holdings of the Federal Reserve System, re
flecting the purchase of bills from dealers under repur
chase agreement. Subsequently as the reserve position 
of the banks improved they began to lend more freely to 
the bill dealers, and investment demand also became 
more active; consequently by the middle of the month 
considerable reductions occurred in dealers’ portfolios 
and in Federal Reserve bill holdings. Again, shortly af
ter the 15th, there was a period when withdrawals of 
funds from the New York banks caused renewed firm
ness in money conditions, and again the bill holdings of 
the System rose, due chiefly to purchase of bills from 
dealers under repurchase agreement. By the 22nd, the 
banks’ reserves had been raised to such an extent by an 
inflow of funds from other centers that easier money 
prevailed; bills previously sold to the Reserve Bank un
der repurchase agreement were taken up by the dealers, 
and considerable improvement in the investment demand 
was reflected in a decline in dealers’ portfolios. Follow
ing this, the supply of and demand for bills continued 
approximately in balance until the closing days of the 
month, when slightly firmer conditions developed, and 
the discount market again had recourse to the Reserve 
Bank by selling bills under repurchase agreement.

Two general reductions of Ys per cent were made in 
the New York Reserve Bank’s buying rates for bills, and 
at the end of the month the rate for 1-45 day maturities 
was 1^4 per cent and the rate for longer maturities up to 
120 days was 1%  per cent. Open market rates were re
duced similarly, and at the end of the month these rates 
were at the same levels as in early February— levels 
which had not previously been equaled in the history 
of the bill market in this country.

The volume of acceptances outstanding showed a sea
sonal reduction of $53,000,000 during March, making a 
total decline of $89,000,000 since December 31, and of 
$105,000,000 since November 30, 1930, when the largest 
amount was reached. This decline compares with a drop

of $193,000,000 in bills outstanding during the first quar
ter of 1930. Outstandings on March 31, 1931 of $1,467,- 
000,000 were only $73,000,000 smaller than a year ago, 
and, as the accompanying diagram indicates, were larger 
than at the corresponding period of other previous years. 
It is probable that, after allowing for the substantial de
cline in commodity prices, a larger volume of trade has 
been financed during recent months by the use of the 
bankers acceptance than in any previous year. The larg
est reductions from February to March were in the 
amount of acceptances based on goods stored in or 
shipped between foreign countries and in domestic ware
house credits, the two accounting for $38,000,000' of the 
$53,000,000 total decline. At the end of March, the 
group of accepting banks and other institutions report
ing to the American Acceptance Council held in their 
own portfolios $78,000,000 less acceptances than a month 
earlier, but their holdings remained large, totaling 
$472,000,000.

C o m m e r c ia l  P a p e r  M a r k e t

Rather quiet conditions prevailed in the commercial 
paper market during April, due to the small amount of 
new paper that the dealers were able to offer to inter
ested institutions. Throughout the month, the invest
ment demand was in excess of the amount of paper 
drawn by commercial and industrial concerns. Recently 
it has been reported that the banks are exercising an un
usual degree of care in the selection of paper. Rates of 
21/4 -21/2 per cent, the prevailing range reached toward the 
end of March, continued to be generally quoted in April.

The amount of open market paper outstanding at the 
end of March at $311,000,000 was slightly more than 1 
per cent smaller than a month earlier and 41 per cent 
below the figure of a year ago. The amount of paper out
standing has been declining since April 1930, and has 
shown no seasonal rise this year.

F o re ig n  E x c h a n g e

During the first half of April the major exchanges 
were on the whole hesitant and inclined to weakness. 
The French franc declined from $0.0391 5/16 on the 
1st to $0.0390 15/16 on the 20th. A  temporary reduction 
in the cost of shipping gold from France to New York
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DOLLARS 
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1930 1931
Movement of French Exchange at New York Relative to Gold 

Shipping Points

having meanwhile been announced, the gold import point was momentarily higher than the $0.0390 15/16 quotation and $3,500,000 of gold was engaged in Paris for shipment to New York on the 22nd. Additional gold totaling $15,500,000 was engaged for shipment on the 25th. Thereafter the freight rate was reported as having reverted to the earlier level. French francs held above the readjusted gold import point during the rest of the month, although displaying renewed weakness as the month closed.The weakness of the franc was probably in part a reflection of the strength shown by sterling in the latter half of April, which was itself in part a consequence of the widened differential between bill rates in London and New York, which tended to draw funds to London. With the first reduction of the bill rate here, sterling gained 5/16 of a cent to $4.86 5/16. When the bill rate was lowered a second time on the 27th, the pound moved up to $4.86 7/16, and it closed on the 29th at $4.86 11/32.The Netherlands guilder firmed from $0.400814 on the 1st to $0.4020% on the 28th. Guilder strength is attributed to the firming of money rates at Amsterdam after a rather long period of extreme ease. The Swiss franc also gained in the course of the month. Narrow fluctuations, closing with a show of strength, were recorded by the reichsmark, the belga, the lira, and the Scandinavian currencies; the Swedish crown, at $0.2681, crossed its parity for the first time this year.Canadian dollars were inclined to weaken, but they closed on the 29th at a discount of only 3/128 of one per cent, a shade above their month’s opening. The Argentine peso was steady early in the month at $0.7911. On the 16th, following announcement by the Banco de la Nacion Argentina that it had ceased to support this exchange, the peso dropped to $0.7407. It temporarily recovered somewhat, but on the 29th it closed at $0.7385. Uruguayan pesos moved in sympathy with Argentines. The Brazilian milreis was last quoted nominally at $0.0730.
Gold Movement

Gold shipments from South America and Mexico continued during April and were supplemented late in the

month by shipments from France. Gold imported at the Port of New York during April included $14,800,000 from Argentina, $1,200,000 from Mexico, and $3,500,000 from France. At San Francisco, $7,600,000 was received from China and $2,700,000 from Japan. Exports were negligible, but there was an increase of $7,500,000 in gold held under earmark for foreign account at this bank and at the Federal Reserve Bank of Boston. A preliminary estimate indicates a net gain to the country’s gold stock of $23,000,000 for the month and of $117,000,000 for the year. As the month closed, an additional $15,500,000 of gold was about to enter this country ?s gold stock from France. The following table shows the origin of the principal gold imports into the United States thus far in 1931.
Gold Imports into United States

Country of origin Amount

$41,100,000
24.800.000
12.500.000 
6,000,000 
6,000,000
4.900.000
3.500.000
2.300.000 

995,000

Canada..................................................................................................
China and Hong Kong......................................................................

Japan.................................................................................................
France...................................................................................................
Uruguay................................................................................................
C uba......................................................................................................

The Bank of England increased its gold holdings during April by $13,100,000. Gains through the purchase of $17,300,000 of gold in the open market and the reported receipt in sovereigns of $4,900,000 from South Africa, $3,400,000 from Australia, and $2,400,000 from Brazil were offset in part by gold “set aside’’ at the Bank of England amounting to $20,400,000. Gold continued to be shipped from Russia to Germany during April to the amount of $10,300,000.
Central Bank Rate Changes

On April 1, 1931 the National Bank of Roumania lowered its discount rate from 9 to 8 per cent. The earlier rate had been in force since November 26, 1929. Advice has been received of an increase in rates at the Central Bank of Ecuador, during March, as follows: discount rate to member banks, raised from 9 to 10 per cent; to the public, from 11 to 12 per cent. The last previous change was effected in November 1930.
World Production of Basic Commodities 
Since 1875

This bank recently has compiled an index of the world production of basic commodities, excluding Russian production, for more than the last half century. This index was weighted in accordance with the 1923-25 values of the component series, and calculated in percentages of the 1923-25 average. For the years 1875-1883, data on 14 lines of production were available; for the period 1884- 1889 the number was increased to 17; for 1890-1899 to 20; and for the balance of the years through 1930, when considerably more data were available than for the earlier years, 30 series were included. In addition to the aggregate index, group indexes were computed for foods and tobacco, and for other raw materials, with a subgroup composed of minerals and metals. These indexes are shown in the following diagram on a ratio scale
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1875 6 0  *85 *90 *95 1900 '0 5  '10 ’15 '2 0  *25 ’3 0
Growth of World Production! since 1875, and of Various Groups of 

Products (Federal Reserve Bank of New York indexes, 
plotted on ratio scale to indicate rates of increase)

in order to indicate the comparative rates of growth in the various indexes and in various periods.This diagram shows clearly the interruption to the normal growth of agriculture and industry which was caused by the World War, and indicates that the increased output during recent years has not carried world production to levels that appear high in relation to the pre-war trend of growth. In fact the rate of increase in production since the recovery from the post-war depression has been at much the same rate as before the war—the rate of increase in each case being slightly less than 3 per cent a year. In the earlier years the foods and tobacco group predominated in the aggregate production index, but as the subsequent rate of increase in this group has been much less rapid than in other raw materials, in recent years the two groups have been of nearly equal importance in the composite. It appears that, except during and following the war, variations in the aggregate index of world production have been due principally to fluctuations in the production of foods. The index of production of minerals and metals has shown a steady growth except in periods of pronounced depression and in the war period. This latter index leads to the surprising conclusion that the demands of the war did not result in an acceleration of the rate of growth in the production of minerals and metals, but rather that the growth in these industries was retarded during the war and the few years immediately following. Since 1922 the production of commodities in this group has shown a renewed increase, but at a rate slightly less rapid than in the period from 1875 to 1913.
Security Markets

Following declines in the latter part of March, stock prices continued downward during April, and the general level near the end of the month was virtually the same as at the lowest point reached in December. As the first part of the accompanying diagram indicates, the decline since late March has wiped out all of the advance

of the preceding three months. The railroad stocks as a group declined at least 5 per cent below the December bottom level to new lows since the autumn of 1924, and industrial stocks dropped somewhat below their lows of last December and toward the end of the month were the lowest since early 1927. The public utilities also suffered substantial declines throughout April, but on the whole remained above the December low.Price movements in the bond market were also generally downward during April. All of the well known domestic corporate bond averages showed declines for the month of varying amount, depending upon the composition of the averages. Those including a large proportion of high grade issues registered relatively moderate recessions, while those with a heavier weight of lower grade issues showed declines averaging about 2 points. The composite of 5 domestic bond averages, shown in the second part of the diagram, underwent a decline of about l1/̂ points to the lowest level of the year, but remained about 2 points above the low of mid- December 1930. All of the individual price averages remained somewhat above their December lows, although some did establish new lows for 1931. Weakness was most pronounced in the industrial issues during April, though railroad bonds again declined, following the sharp drop during March. Public utility issues, on the other hand, were fairly well sustained at quotations considerably above the December lows, and municipal issues continued to advance.Foreign bonds traded in this market were under pressure throughout April, and an average of 40 representative issues has lost 31/2 points since March 20, following a rise of 2% points in the preceding four weeks. Much of the loss was in South American bonds and in Australian issues.The United States Government security market was in contrast to the market for domestic corporate and foreign bonds. Liberty Loan and Treasury issues for the most part held steady or advanced slightly, and the average price of the 9 issues now outstanding showed a net advance of about % of a point for the month.
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Final figures showed a total of $584,000,000 of security issues sold for new capital purposes during March, of which $260,000,000 represented domestic corporate flotations, $291,000,000 State and municipal issues, and $33,000,000 foreign financing. Despite the relatively large total for that month, the aggregate volume of new security issues, both bonds and stocks, brought out during the first quarter of this year, totaling $1,227,000,000, was considerably smaller than in any of the previous four years, as the accompanying diagram indicates. In fact it is necessary to go back to 1922 for a year with a smaller first-quarter output of new securities, although the volume in 1923 and 1924 was not materially larger. Refunding issues, flotations by investment trusts and financial trading and holding companies, and private foreign credits have been excluded from the figures shown in the chart. These figures do not include United States Government issues which were about $500,000,000 in excess of maturities. The anticipation of large additional Government financing in connection with payments to veterans was partly responsible for restricted issues of other sorts of securities.Domestic corporate financing during the first quarter, totaling $614,000,000, fell substantially below any of the past four years, being roughly half of the 1930 and 1927 volume, less than 40 per cent of the amount in 1929, and about two-thirds of the 1928 volume. State and municipal financing, including farm loan issues, has continued to increase since 1929, however, and the 1931 total of $474,000,000 was the largest in at least ten years. Foreign financing in this market, even including sales of securities by American companies to raise funds to be used abroad, was particularly small in the first three months of this year, and the total at only $139,000,000 was considerably less than in the corresponding period of the years back at least to 1924.During the first ten days of April, numerous large security issues were offered, but subsequently the volume of security flotations has become exceedingly small, probably reflecting weakness in the bond and stock markets. The total for the month of April appears to have been considerably smaller than March or January flota-
2.059
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New Security Offerings During the First Three Months of 1927- 
1931 (Commercial and Financial Chronicle figures for domes

tic flotations; Federal Reserve Bank of New York data 
for foreign issues— in millions » f  dollars)

tions, though much in excess of the offerings during the short month of February. The month was marked by a complete absence of domestic railroad issues which had been large earlier this year. Industrial issues, however, increased somewhat above the small totals for several months past. Public utility financing also was larger than in the previous two months, due partly to the $100,000,000 Pennsylvania Power and Light Company issue, most of which was for refunding purposes, and partly to several other substantial issues. In the aggregate, domestic corporate financing differed not greatly from the previous month, but State and municipal issues showed a large reduction from the March volume, which was unusually high because of the inclusion of the Port of New York and New York City issues aggregating $166,000,000. The principal April issue in this category was the State of New York sale of $34,975,000 of 3% and 31/2 per cent serial bonds. These bonds were sold at a net interest cost to the State of 3.46 per cent, the lowest rate in more than 25 years. Foreign security flotations, as for some months past, continued in restricted volume, representing largely Canadian borrowings.
Foreign Trade

The value of this country’s foreign merchandise trade during March showed a gain over the low level of the previous month, which appears to have been only partly seasonal. Imports, valued at $211,000,000, increased considerably more than usual over February, and showed the smallest percentage decline from a year ago since last June. The increase in exports to $237,000,000 was about in accordance with the usual seasonal increase.The main groups of imports were all substantially larger than in February. Quantity receipts of raw silk continued to show a large increase over a year ago, but the total value of imports of crude materials again showed a heavy loss.Exports of finished manufactures, the value of which is the largest for any group, showed a further decline, and were about 45 per cent less in value than a year ago. All of the other principal groups, however, made seasonal gains over February. Compared with a year ago, exports of crude foodstuffs increased slightly in value, while shipments of crude materials were down 20 per cent.
Commodity Prices

A pronounced downward tendency in commodity prices continued during April, and average quotations reached new low levels for the post-war period. Losses were rather general and included practically all of the basic commodities with the exception of wheat, which advanced moderately. Among the metals, scrap steel broke through the previous low of $12.75 a ton, which had been touched two or three times since last November, dropping to $12.25, the lowest figure since 1915. Zinc declined to 3.35 cents a pound, the lowest price since1896, lead was reduced 50 points to 4.00 cents, and losses were shown also in copper, tin, and silver; tin established a new low level, and copper was officially quoted at 9y2 cents, the previous low, with small sales reported at 9% cents. The price of crude petroleum dropped to85 cents a barrel, a new low for many years, and anthracite coal was reduced markedly.

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

May 1, 1931



38 MONTHLY REVIEW, M AY 1, 1931

PERCENT

of Cost of Living (D ata on a 1913 base plotted on 
ratio scale to show relative declines)

Another important decline was in the price of rubber, which established a new low at slightly under 6 cents. The price of steers dropped sharply, and lower prices also prevailed for cotton, wool, and silk. The price of corn held well during most of the month, but broke to a new low toward the close of the month. Hides reacted, following the sharp recovery of March.The wholesale price index of the Bureau of Labor Statistics declined further for the month of March to a level only 7 per cent above the 1913 average. The decline since January 1929 now amounts to 23 per cent. As the diagram shows, there has been an accompanying decline in the cost of living in the United States, at a less rapid rate, however, than the decline in wholesale prices, due to the fact that there are a number of items in living costs which are comparatively inflexible and respond slowly to changes in wholesale commodity prices. In March the cost of living remained about 50 per cent above the 1913 level.
Building

The total volume of building contracts awarded in 37 States during March was 57 per cent larger than in February according to the F. W. Dodge Corporation, and as this increase was somewhat more than the usual seasonal expansion between these two months, this bank’s adjusted index of total building contracts rose 5 points further, following a similar increase in February, and reached the highest level since June of last year. The rise reflected chiefly larger contracts for public works and utilitieŝ although increases were also reported for other non-residential building work and for residential contracts. The expansion in residential construction, however, was less than the average March increase of other recent years, and the seasonally adjusted index of residential contracts computed by this bank, after rising considerably in February, receded several points in March.Following the March increase, the daily average volume of building contracts awarded during the first three weeks of April was 12 per cent less than in the previous

month, and about one-third smaller than a year ago. Ordinarily, the seasonal movement continues upward through April.The first quarter total of building contracts was 24 per cent smaller than the figure for the comparable period of 1930. Residential work, with a decline of only 4 per cent in value, made the most favorable comparison with a year ago; in fact, figures on the amount of residential floor space contracted for were 2 per cent larger than in 1930. In public works and utilities the 1931 first quarter reduction amounted to 16 per cent, gains in highway, sewerage, and water front developments being more than offset by large declines in contracts for bridges, lighting, power plant, and railroad construction. A 41 per cent drop in other non-residential work occurred, due to large decreases in the volume of commercial and factory building.Reports for Metropolitan New York and vicinity indicate that residential building contracts during the first quarter of this year were 65 per cent larger than in 1930, due principally to apartment house construction. A moderate reduction in public works and utility projects and a large drop in other non-residential work, however, resulted in a total volume of contracts for the quarter that was 21 per cent less than last year.
Employment and Wages

Further seasonal improvement in the employment situation during March is indicated by available data. The number of workers employed in reporting New York State factories showed an increase from the middle of February to the middle of March which was slightly greater than usually occurs during this interval, and the seasonally adjusted index of employment rose slightly following a small advance in February, as the accompanying diagram indicates. For the country as a whole, the gain in March equaled the average seasonal rise of past years. Factory payrolls also expanded at least seasonally, both in New York State and in the country as a whole.The ratio of orders for workers to applications for work at New York State Employment Bureaus during March rose slightly, and during the first four weeks of
PER C E N T

Index of Factory Em ploym ent in N ew  York State, 1 9 2 5 -1 9 2 7  =  100  
per cent (N ew  York State Departm ent of Labor index 

adjusted for seasoned variations)
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April a further rise of seasonal nature occurred. A moderate increase in the rate of voluntary labor turnover in March apparently indicates that workers found conditions somewhat more favorable for changing their positions than during the immediately preceding months.
Production

Available data for April indicate the development of some irregularity in productive activity. Contraction in the steel industry is indicated by the Iron Age operating ratio, which declined to 48 per cent of theoretical capacity in the last week of April, as against the March peak of 57 per cent. This decline, however, was partly of a seasonal nature. Production of bituminous coal also declined seasonally, but preliminary estimates indicate a further seasonal expansion in the automobile industry during April, and increases were reported in the output of cotton goods and of crude petroleum.Industrial production in March showed a gain moderately in excess of the usual seasonal proportions following a similar gain in February, and the seasonally adjusted index of industrial production, prepared by the Federal Eeserve Board, rose in March to the highest level since last September. Increases proportionately larger than those of past years were shown in the output of most important industries, including pig iron, steel ingots, petroleum, automobiles, and cement, while mill consumption of raw cotton rose further instead of showing the usual decrease, and production of bituminous coal declined less than usually. These advances were only partly offset by declines, after seasonal adjustment, in the production of non-ferrous metals, foods, and tobacco products.
(Adjusted for seasonal variations and usual year-to-year growth)

1930

Mar. Jan.

1931

Feb. Mar.

Metals
Pig iron........................................................... 101 57 60 63
Steel ingots...................................................... 99 59 67 69
Copper, U. S. mines..................................... 83 65 69 65p
Lead................................................................. 91 69 67 66
Zinc.................................................................. 78 51 52 51
Tin deliveries................................................. 115 102 73 79

Automobiles
Passenger cars............................................... 90 49 r 55 57 p

117 84r 87 76p

Fuels
Bituminous coa l............................................ 70 66 63 65p
Anthracite coa l.............................................. 73 96 91 78 p

97 70 70 70
Petroleum, crude.......................................... 98 81 81 82p
Petroleum products...................................... 93 73 76

Textile and Leather Products
Cotton consumption.................................... 83 71 75 78
W ool mill a ctiv ity ........................................ 67 62 75 73
Silk consumption.......................................... 98 104 99 100
Leather, sole.................................................. 107 87 85 81p
Boots and shoes............................................. 96 77 86p 94p

Foods and Tobacco Products
Live stock slaughtered................................ 89 92 96 91
Wheat flour.................................................... 98 92 91 90
Sugar meltings, U .S . ports........................ 75 72 67 58
Tobacco products......................................... 98 89 98 96

Miscellaneous
111 81 76 79

Tires................................................................. 76 61 64
Printing activ ity ........................................... 95 86 86
Paper, newsprint........................................... 99 85 86 91
Paper, other than newsprint...................... 94 81 83p
W ood pu lp ...................................................... 107 77 82p

p Preliminary r Revised

Indexes of Business Activity
This bank’s indexes continued to indicate comparatively stable general business conditions during March, with the weight of evidence on the side of a further slight recovery. Department store sales in this district rose slightly more than seasonally from the February level, and advertising showed about the usual expansion. Merchandise exports also showed an increase of about seasonal proportions, and imports rose more than usual for the month of March. On the other hand, merchandise and miscellaneous freight carloadings did not show quite the average March increase, and loadings of bulk freight declined more than usual.The number of business failures showed about the average seasonal decline in March, but was larger than in the corresponding month of any previous year. The number of corporations chartered in New York State increased, instead of showing the usual seasonal decline.

(Adjusted for seasonal'variations and usual year-to-year growth)

1930

Mar. Jan.

1931

Feb. Mar.

Primary Distribution
Car loadings, merchandise and misc........ 95 78 78 77
Car loadings, other....................................... 86 76 75 73

86 60 65 66p
92 76 77 83p

Panama Canal traffic................................... 79 63 63

Distribution to Consumer
Department store sales, 2nd Dist r ......... 103r 93r 97r 99r
Chain store sales, other than grocery.. . . 93 84 86 80
Life insurance paid fo r ................................ 109 89 84 85
Advertising.......................................... .......... 92 77 80 81

General Business Activity
Bank debits, outside of New York City.. 101 88 82 83
Bank debits, New York C ity .................... 142 89 91 103
Velocity of bank deposits, outside New

York C ity ................................................... 116 97 91 91
Velocity of bank deposits, New York City 159 83 87 97
Shares sold on N. Y. Stock Exchange. . . 299 159 242 197
Postal receipts............................................... 94 88 86 86
Electric power................................................ 91 81 81p
Employment in the United States........... 95 80 80 80
Business failures r ......................................... 106r 116r 115r 114r
Building contracts......................................... 88 63 68 73
New corporations formed in N. Y . State 87 78 85 90
Real estate transfers.................................... 70 59 61 58

General price level*...................................... 173 157 157 157
Composite index of wages*........................ 228 216 218 219
Cost of living*............................................... 168 158 152 151

p Preliminary r Revised * 1913 average=100

Department Store Trade
Sales of reporting department stores in this district in March were 1.7 per cent below those of a year previous. This was the smallest decline since May 1930, due in part to the fact that March sales this year included a considerable part of the Easter trade, most of which last year was done in April. The decreases in the sales reported by stores in the New York City, Southern New York State, and Capital Districts were the smallest since last May, and the decline in sales of the Bridgeport stores was the smallest since April of last year. Sales of Westchester stores continued to show an increase compared with a year ago, and reporting stores in Northern New York State showed an increase for the first time in almost a year. Sales in other localities continued to show decreases ranging from 2 per cent to 11 per cent, but in most cases the decreases were smaller than in the
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previous month. Sales of the leading apparel stores were slightly larger than in March 1930, the first increase in nearly a year.Stocks of merchandise on hand at the end of March, valued at retail prices, showed the largest reduction from a year previous ever reported to this bank. The rate of charge account collections during March continued to be slightly lower than a year previous.

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
February 28 

collected 
in March

Net

March

sales

January 
to March

Stock 
on hand 
end of 
month

1930 1931

New Y ork .........................................

Rochester...........................................
Syracuse.............................................
Newark..............................................
Bridgeport.........................................
Elsewhere..........................................

Northern New York State. . . .  
Southern New York State.. . . .  
Hudson River Valley D istrict..
Capital District...........................
Westchester District...................

—  1.0
—  7.4
—  4 .3
—  3 .8
—  2.1
—  5 .5
—  2 .5  
+  3 .8
—  3 .5  
— 11.3
—  0 .2  
+  4 .8

—  5 .0
—  6.9
—  6.1
—  6 .7
—  3.8
—  8 .6  
—  6 .3

— 13.6 
—  9 .3  
— 11.5 
— 13.2 
— 18.2 
— 10.8 
— 11.7

44.9 
47.2
39.9
30.8
42.8 
40.6 
33.4

45.3
45.3
34.4 
29.0
41.4
35.7
30.8

All department stores............ —  1.7 —  5.1 — 13.7 43.2 42.2

Apparel stores.......................... +  0.4 —  3.7 — 13.3 43.0 41.4

March sales and stocks in the principal departments are compared with those of a year previous in the following table. Apparel departments are prominent among those showing increases over last year, due, no doubt, to the effects of Easter business.
Net sales 

percentage change 
March 1931 

compared with 
March 1930

Stock on hand 
percentage change 

March 31, 1931 
compared with 
March 31, 1930

Men’s and Boys’ wear........................... + 1 2 .0 — 19.9
Toilet articles and drugs....................... +  9 .3 —  6 .2
Luggage and other leather goods. . . . +  6 .7 — 23.6
Shoes............................................... .. +  4 .8 — 14.2
Women’s ready-to-wear accessories... +  4 .7 — 15.7
Toys and sporting goods...................... +  4 .1 —  1.9
Silverware and jewelry.......................... +  3 .4 —  8 .4
W omen’s and Misses’ ready-to-wear.. +  3 .2 — 18.5
Woolen goods........................................... +  1.9 — 30.7
Men’s furnishings................................... —  1.5 — 16.7
Books and stationery............................. —  2.9 — 13.3
H osiery......... ............................................ —  3 .7 — 17.3
Home furnishings.................................... —  4 .6 — 11.2
Furniture.................................................. —  7 .2 — 20.3
Cotton goods............................................ —  9 .5 —  9 .3
Linens and handkerchiefs..................... — 11.3 —  9 .2
Silks and velvets..................................... — 14.9 — 21.0
Musical instruments and radio........... — 17.0 — 22.4
Miscellaneous........................................... —  5 .7 — 16.2

Wholesale Trade
The dollar volume of business of the reporting wholesale firms in this district in, March showed a substantial increase, largely seasonal, over February, but continued to be considerably smaller than a year previous. The decrease of 16 per cent, however, was the smallest since December. Declines of around 20 per cent continued to be reported by wholesale dealers in cotton goods, stationery, and paper, and decreases in the sales of jewelry and diamonds again were even larger. Sales of men’s clothing, shoes, and hardware also continued to be considerably smaller than in 1930, but the decreases were

not as large as in February. Machine tool orders, reported by the National Machine Tool Builders Association, increased considerably over February, and the decline from a year previous, though substantial, was the smallest in a number of months. The Silk Association of America reported yardage sales of silk goods in March more than 8 per cent above last year, the fifth consecutive increase in quantity sales compared with the previous year.The value of stocks in all reporting lines, with the exception of drugs, continued to be substantially smaller than a year ago. Collections averaged slightly better than in March 1930.

Commodity

Percentage 
change 

March 1931 
compared with 
February 1931

Percentage 
change 

March 1931 
compared with 

March 1930

Per cent of 
accounts 

outstanding 
February 28 

collected 
in March

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1930 1931

h 5 .4 +  3 .3 — 15.8 — 11.2 75.1 76.9
Men’s clothing............... -35.4 — 17.8 41.1 43.0
Cotton goods.................. -16.1 +■*4.0 — 20.1 — 32^4 32.1 34.1

f-14.7* —  4 .8* +  8 .5* — 17.8* 47.8 49.3
-61.2 — 18.2 — 16.0 — 43.8 37.1 40.1
-10.2 +  2 .7 —  7 .4 + 1 5 .8 34.4 46.6
-44.6 —  1.7 — 13.1 —  8 .7 46.4 42.2

Machine tools**............. -40.5 — 35.1
- 2 .2 — 22.5 74 ’.8 74*.i
1-11.7 — 21.8 64.6 55.1
-  4 .2 — '7\5 — 36.2 — 28.2 }2 6 .4 } l9 .8-  0 .9 —  8 .0 — 34.9 — 34.6

Weighted average + 2 2 .8 — 15.8 51.1 52.3

* Quantity not value. Reported by Silk Association of America 
** Reported by the National Machine Tool Builders Association

Chain Store Trade
The March sales of *reporting chain stores in this district were 3.6 per cent smaller than in March 1930, indicating little change in general from conditions in February. The decreases in the sales of shoes and candy were considerably smaller than in February, probably reflecting Easter buying in March this year, and the declines in the sales of ten cent and variety chains were slightly smaller than in February. Drug and grocery chain store organizations, however, reported slightly larger decreases in sales compared with a year previous than in February.All types of chains continued to show smaller sales per store than a year ago with the exception of candy, which showed a slight increase, due in part to a reduction in the number of stores operated, and in part to the early date of Easter this year.

Percentage change March 1931 
compared with March 1930

Type of store Number
of

stores
Total
sales

Sales
per

store

+  5 .0 —  0 .7 —  5 .5
+  3 .8 —  2.1 —  5 .6
—  3 .0 — 14.2 — 11.5
+ 1 1 .5 —  6 .8 — 16.4
+  7 .6 —  7 .1 — 13.7
—  2 .4 —  1.6 +  0 .8

+  4 .9 —  3 .6 —  8 .1
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PER CENT

Index Num ber of Production of M anufactures  
and Minerals Combined, Adjusted for Seasonal 

Variations (1 9 2 3 -2 5  average =  100 per cent)

Federal Reserve Board’s Index of Factory  
Em ploym ent with A djustm ent for Seasonal 

Variation (1 9 2 3 -2 5  average =  100 per cent)

W holesale Price Indexes of the United States  
Bureau of Labor Statistics (1 9 2 6  aver

a g e s  100 per cent)

M onthly Averages of W eek ly  Figures for 
Reporting M em ber Banks in Leading Cities 

(L atest figures are averages of first 
three weeks of April)
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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

(Sum m arized b y  the F edera l R eserve B oa rd )

F U R T H E R  increase in  industrial a ctiv ity  was reported  fo r  the m onth o f  
M arch, which usually shows little  change from  F ebruary . F a ctory  em ploy

ment and p ay  rolls increased b y  the usual seasonal am ount between the m iddle 
o f  F ebruary  and the m iddle o f  M arch . The volum e o f  bu ild in g  contracts 
aw arded in  M arch showed considerable grow th , large ly  o f  a seasonal nature. 
The general level o f  wholesale prices continued to decline.

P r o d u c t io n  a n d  E m p l o y m e n t

Industria l production  increased 2 per cent fu rther in  M arch and the 
F ederal Reserve B oard  *s seasonally ad ju sted  index stood at 88 per cent o f  the 
1923-1925 average, com pared w ith  104 per cent in  M arch  1930. There w as a 
considerable increase in  d aily  average output o f  steel, w hich ord in arily  shows 
little  change from  F ebruary  to  M arch, w hile prod u ction  o f  autom obiles 
increased b y  about the usual seasonal percentage. A c tiv ity  at cotton  m ills 
increased slightly , contrary to the ordin ary  seasonal m ovem ent, and there was 
a substantial increase in  output o f  shoes. In  the first h a lf  o f  A p r il steel m ill 
a ctiv ity  declined.

The num ber o f  men em ployed at fa ctor ies  increased between the m iddle 
o f  F ebru ary  and the m iddle o f  M arch b y  about the usual seasonal am ount. 
In  the iron  and steel and autom obile industries som ewhat larger than usual 
increases were shown and at textile  m ills and shoe fa ctories, where the number 
em ployed ord in arily  declines in  M arch, substantial increases in  em ploym ent 
were reported. In  the agricu ltu ral m achinery and petroleum  refining industries 
and at car bu ild in g  shops, em ploym ent declined contrary  to the usual seasonal 
trend, and in  the autom obile tire and fertilizer  industries em ploym ent increased 
less than usual.

V olum e o f  bu ild in g  contracts aw arded in  M arch increased considerably  
from  F ebruary, a ccord ing  to the F . W . D od ge  Corporation, reflectin g  in  large 
part developm ents o f  a  seasonal character. Contracts fo r  residentia l bu ild in g  
increased seasonally and were in  about the same volum e as a  year ago, while 
contracts fo r  p u blic  works and u tilities rose to  the h igh  level o f  M arch 1930.

A g r ic u l t u r e

D efinite im provem ent in  m oisture conditions in the drought area was an 
im portant developm ent in  M arch and the first week o f  A p r i l ;  supplies o f  
m oisture in  the topso il have been replenished, bu t the subsoil continued to be 
dry  in  certain  areas, particu larly  in  the sprin g  w heat belt. D epartm ent o f  
A gricu lture  estim ates, based on A p ril 1 conditions, ind icate a w inter wheat crop 
o f  644,000,000 bushels, about 100,000,000 bushels larger than the five-year 
average and 40,000,000 m ore than last year. Intentions to plant, as reported 
M arch 1, ind icate a considerable redu ction  in  sprin g  wheat acreage, and an 
increase in acreage to  be  planted to  corn.

D is t r ib u t io n

V olum e o f  fre igh t-ca r  load ings increased seasonally in  M arch and depart
m ent store sales increased during the E aster season b y  about the usual am ount.

P r ic e s

The general level o f  wholesale com m odity  prices continued to decline in  
M arch, accord in g  to  the B ureau o f  L a b or  Statistics, reflectin g  chiefly  reduc
tions in  the prices o f  petroleum  products, bitum inous coal, and textile  products. 
P rices o f  fa rm  products increased sligh tly  and there was a  substantial advance 
in the price o f  hides. In  the first h a lf  o f  A p r il p rices o f  m any com m odities, 
includ ing  cattle, cotton, rubber, and coffee , declined, w hile the price o f  wheat 
advanced.

B a n k  C r e d it

L oans and investm ents o f  m em ber banks in  lead ing  cities, w hich had 
increased in  the m iddle o f  M arch as the result o f  T reasury operations, showed 
a decline fo r  every week betw een M arch  18 and A p ril 8, bu t on the latter date 
were still $270,000,000 larger than fo u r  weeks earlier. Investm ent hold ings o f  
these banks were at a new high  figure on A p ril 8, ow ing la rge ly  to  an 
increase in  their hold ings o f  U nited  States G overnm ent obligations, w hile loans 
on securities as w ell as all other loans showed a  decline fo r  the four-w eek  period .

V olum e o f  Reserve B ank cred it has fluctuated since the m iddle o f  F ebru 
ary around a level o f  $925,000,000. Continued im ports o f  gold , deposited  b y  
m em ber banks w ith the Reserve Banks, have prov ided  the m em ber banks w ith 
sufficient fu n d s to  m eet an increase in  the dem and fo r  currency. U nited  States 
Governm ent security hold ings o f  the Reserve Banks have rem ained at the level 
o f  $600,000,000 established last summer, while discounts fo r  m em ber banks 
have continued  to  decline and hold ings o f  purchased acceptances have flu c
tuated in  response to  tem porary changes in  the dem and fo r  R eserve B an k  cred it.

M oney rates showed little  change from  the m iddle o f  M arch to  the m iddle 
o f  A p ril. R ates on com m ercial paper declined  fu rther from  a preva ilin g  rate 
o f  2V2 per cent to a range o f  2^4-2%  per cent, w hile bon d  y ie lds increased 
slightly.
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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 is t r ic t

Federal Eeserve Agent Federal Reserve Bank, New York June 1,1931
Money Market in May

The principal occurrence of the past month in the money market has been a continuation of the decline in money rates which started late in April. The decline was led by acceptance rates, which reached the lowest levels since the bill market was established in this country, and carried all of the other principal rates in the New York money market except call loan rates to new low levels for many years. There has been also a marked tendency on the part of commercial banks in various parts of the country to reduce their rates of interest on deposits, in view of the lower rates of return that are now obtainable on their invested funds. On May 19 the members of the New York Clearing House Association reduced the interest rate from 1 to l/2 per cent on all domestic demand deposits, except the deposits made by savings banks, on which the rate was reduced from 1% to 1 per cent. Rates paid on some classes of time deposits also were lowered. There were also frequent reports during the month of reductions or proposed reductions in the interest rates paid by the banks in other localities.
Rates prevailing in New York on the principal open market loans and short-term investments near the end of May are compared in the following table with those of a month previous and a year ago, and their position 

RATE

relative to the rates of the past twelve years is shown in the diagram below.
MoneyiRates at]New York

M ay 29, 1930 Apr. 30, 1931 M ay 29, 1931

Stock Exchange call loans.......................... *3 *iy2 *iy2
Stock Exchange 90 day loans................... 3X tnx-2 t t lH - lM
Prime commercial paper............................. 3H-3H 2X-2X 2-2 X
Bills— 90 day unindorsed........................... IX %
Customers’ rates on commercial loans.. f4 .3 9 f 3 .54 f 3 .46
Treasury certificates

Maturing September 15 (yield).......... 2 .00 1 .30 .57
Maturing December 15 (yield)............ 2 .42 1 .52 .76

Federal Reserve Bank of New York re
discount rate............................................... 3 2 iy2

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. 2H l H 1

*For preceding week ffNom inal f  Average rate of leading banks at middle ox i*onth

The rediscount rates of the Reserve Banks also have been rather generally reduced during the past month. The Federal Reserve Bank of New York reduced its rediscount rate from 2 to l1̂ per cent on May 8, the lowest Reserve Bank rate ever established in this country, and nine of the other Reserve Banks made reductions in their rediscount rates during the month.The decline in market rates for acceptances accompanied successive reductions in the buying rates of the Federal Reserve Bank of New York. During the early months of this year Reserve Bank bill holdings declined with unusual rapidity, and the volume in February and March was much smaller than in previous years.
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This was due to the fact that funds received by the commercial banks through the retirement of currency from circulation and through gold imports were used 
directly or indirectly to retire Federal Reserve credit. Member bank indebtedness at the Reserve Banks was 
largely repaid, and most of the new bills that were 
created were retained by the member banks, so that the 
amount of bills offered to the Reserve Banks was not 
sufficient to offset maturities, except in occasional periods of slightly firmer conditions in the money market. Consequently, maturities of bills from the Reserve Bank portfolios tended to absorb much of the surplus funds in the money market soon after they appeared, and the supply of funds available for other purposes in member banks was not materially increased either by the seasonal retirement of, currency or by the flow of gold from other countries. The recent reductions in Federal Reserve buying rates for bills have not been followed by any large increase in the bill holdings of the Reserve Banks, but access to Federal Reserve credit has been facilitated somewhat, and bills have been offered to the Reserve Banks a little more freely when funds have been needed in the money market.

Accompanying the general decline in money rates, the prices of the highest grade bonds tended to advance gradually during most of the month. The average price of United States Government bonds advanced to the highest level reached at any time since the war, and high grade municipal and corporation bonds rose gradually. There was also a moderate strengthening of several of the principal European exchanges at New York during May, apparently reflecting the withdrawal of foreign funds from this market, or an increase in the amount of domestic funds employed abroad, or both. No tendency for funds to be withdrawn from New York to other parts of this country occurred during May, however, and, except for the advance in the high grade issues, the bond market showed no material improvement. Under present conditions banks generally tend to limit the employment of their funds as far as possible to call loans or bills or the highest grade investments.
The only noticeable effect of the reduction in deposit rates by New York banks was a tendency for out-of- town banks and other depositors to employ their funds more largely in the call loan market. The Stock Exchange call loan rate was maintained at 1% per cent, except on two days in the early part of the month, and, after deducting the commission charged by the New York banks, a net yield of 1 per cent was thus obtainable on call loans by out-of-town banks and other lenders, as compared with y2 per cent on deposits. During the two weeks ended May 27, the balances of out-of-town banks with New York banks were reduced $108,000,000, while their loans to brokers increased $48,000,000. Similarly, although total brokers loans placed by reporting New York City member banks declined $97,000,000 during this period, the loans placed by these banks for customers other than out-of- town banks increased $24,000,000. The result was that $169,000,000 of the New York banks’ own brokers loans were retired.

Weekly reports from member banks in the principal cities throughout the country indicated much the same tendencies in member bank credit in May as in the preceding months. Due in part to the shifting of funds noted above, the loans on securities made by the reporting banks declined further to the lowest levels in two and one-half years, and the other loans of these banks were reduced to the smallest volume since 1924. The continued disbursement of funds by the United States Treasury, largely through loans to veterans, tended to increase private deposits and to offset the shrinkage of deposits in these banks incident to the continued liquidation of loans.
B il l  M a r k e t

During May the principal development in the discount market was the further decline in bill rates, as the result of which unendorsed bills were offered by dealers in the latter part of the month at % per cent for 30 to 90 day maturities, 1 per cent for 4 months, and 1% per cent for 5 and 6 months. These rates show net declines during the month of % of one per cent for the maturities up to 120 days and of *4 per cent for the longer bills.
In the first week of May, the requirements of New York City banks for funds resulted in the offering of larger amounts of bills to the dealers and to the Reserve Bank. Following a further slight increase during the next week, dealers’ portfolios remained nearly constant at a substantial figure for the balance of the month, and, on the whole, conditions in the bill market were rather quiet. The bill holdings of the Federal Reserve Banks tended downward after the increase in the first week of the month, but as the accompanying diagram shows, they remained at a level well above the February and March low points, whereas during the corresponding months of 1930 and 1929 Reserve Bank bill portfolios were declining.
The amount of acceptances outstanding was reduced $45,000,000 during April to $1,422,000,000, and during the same period the amount of bills held as investments

Member Bank Credit
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by the group of accepting institutions reporting to the American Acceptance Council declined $62,000,000. Federal Reserve holdings rose meanwhile by a net amount of $39,000,000. Outstandings on April 30 were slightly higher than on the corresponding date of 1930, the first year-to-year increase to be shown since September, due to a comparatively slight seasonal decline so far in 1931.
C o m m e r c ia l  P aper  M a r k e t

Open market quotations for prime commercial paper declined during May—first to 2*4 per cent, and then to a range of 2-2% per cent. Investment demand for the best grade of paper continued rather active and widespread, and although the inducement of lower rates brought a certain amount of new borrowing into the market, the supply of highest grade material was insufficient to meet the demand, and there was a rapid turnover of paper into investing institutions ’ portfolios.Reflecting the limited supply of paper, outstandings of only $307,000,000 were reported to this bank by 20 dealers on April 30. This figure was down ll/2 per cent further from the level of the previous month and showed a reduction of 45 per cent from the amount outstanding in April 1930.
Central Bank Rate Changes

On May 14 the Bank of England lowered its discount rate from 3 per cent to 21/% per cent, the higher rate having been in force since May 1, 1930. This change was followed on May 16 by a reduction of the Netherlands Bank rate to 2 per cent from 21/% per cent, a rate which had been in effect since January 24, 1931.Twice during May the Central Bank of Chile raised its rate of discount to member banks—the first time on May 5 from 7 to 8 per cent and again* on May 7 from8 to 9 per cent. On May 7, also, the rate to the public was raised from 8 to 10 per cent. A seasonal lowering of the Imperial Bank of India rate was effected on May 28 from 7 to 6 per cent, the higher rate having been operative since January 15, 1931.
Security Markets

After recovering somewhat on the closing day of April and holding fairly steady during the first two weeks of May, stock prices developed renewed weakness during the remainder of May. The railroad shares declined about 13 per cent further from the lowest point reached in April to new lows since at least early in 1924. In industrial stocks the extent of the drop from the previous month’s low was somewhat less than in the rails, but prices declined to the lowest levels since 1926. Public utility stocks also were reduced somewhat further to new low points for the year, but at no time did average prices come within 3 per cent of the low reached last December. Throughout May, activity on the New York Stock Exchange remained small, but the turnover tended to increase on declining prices.As a result of the drop in prices over the past few months, the average yield obtainable on 90 dividend paying common stocks has risen slightly above 6 per cent, as the accompanying diagram indicates. One

factor that has prevented the average yield from going higher has been the fairly frequent reductions in dividend payments. Nevertheless, the current yield on stocks has reached a level about 1 per cent higher than early in 1927, whereas prices of stocks in general have declined to about the same level as at the beginning of1927. This higher yield than in 1927 apparently reflects the maintenance of dividend rates by these corporations at a higher level than in 1927. Meanwhile, the average yield on high grade domestic bonds during recent months has fluctuated at a level slightly below 4% per cent, or about 1% per cent less than the average yield obtainable on common stocks.In the bond market, the influence of lower money rates was manifest principally in prices of the high grade issues. Most of the price averages of domestic corporation bonds ended the month showing minor changes and no strength was evident except in average prices of the highest grade issues. Foreign bonds continued to decline rapidly, and an average of the prices of 40 representative foreign issues listed in this market declined to a lower level than at any previous time through 1925, the period for which the data are available.Prices of United States Government bonds, on the other hand, advanced continuously and substantially during the first three weeks of the month. The average price of the nine outstanding Liberty Loan and Treasury bond issues advanced 1% points to a higher level than ever before, exceeding by a moderate margin the relatively high prices at which long-term Government’s were selling around the close of 1927 and the beginning of 1928. Despite some recession in the closing part of the month, average prices of United States Government bonds showed a net gain of about % of a point for the month. The strength in Government’s during recent months has been in the face of an increase of $950,000,- 000 since January 31 in the volume of United States securities available to the public. The “public’s” holdings shown in the following diagram include those of banks, corporations, and individuals, but exclude the amount of Government securities held by the Treasury
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Total Gross Debt of the United States Estimated to be Held by 
Banks, Corporations, and Individuals, and United States 

Government Security Holdings of Weekly Reporting 
Member Banks (Latest figure April 30, 1931)

as investments for the Adjusted Service Certificate Fund and other special accounts. The net increase during the elapsed part of the current fiscal year (since June 30, 1930) has amounted to $775,000,000; this follows a reduction of $900,000,000 in the amount of Government securities held by the public during the previous fiscal year and substantial reductions in other preceding years, as the diagram shows. The rise in prices of Government bonds despite this increase in the volume of Government securities outstanding undoubtedly is due to the recent tendency of banks to employ their funds as far as possible in the highest grade investments. As the diagram indicates, the weekly reporting member banks’ investments in United States Government securities have increased to a higher figure than ever before; the increase of $1,100,000,000 since June 30, 1930, has been more than the total increase in the estimated amount of the Government’s debt outstanding with the public.
New Financing

Complete data for April give a total of $615,000,000 of bonds and stocks offered during that month, exclusive of financing by the United States Government. The total was smaller than in March and was $335,000,000 less than in April 1930. About one-third of the issues were for refunding purposes, leaving a net amount of $412,000,000 of new capital raised. Of this amount $262,000,000 went to domestic corporations, $101,000,000 to States and municipalities, and $49,000,000 to foreign corporations and governments. The amount of new capital issues by domestic corporations was about as large as in previous months this year, due in part to the flotation of $100,000,000 of stock issues, which included $60,000,000 of American Telephone and Telegraph Company stock that was sold to employees of the Company and its subsidiaries.New security financing during May was also in reduced volume, with the total somewhat less than the flotations in the previous month. The only classification of security issues that compared favorably with the April offerings was State and municipal financing, which

was enlarged by the sale of $52,000,000 of 3 per cent 4-year corporate stock of the City of New York. The net interest cost to the City on this issue was approximately 3 per cent, the lowest borrowing rate since the Greater City’s incorporation in 1898.
Foreign Exchange

The foreign exchange list on the whole was quiet and steady throughout May. The pound sterling, at $4.86% and higher, moved for a time to levels which had not been reached previously since last September. The accompanying diagram shows the relative position of money rates in London and New York during recent months and the concurrent movement of sterling exchange. This diagram indicates that sterling firmed as the money rate differential widened and has been virtually unchanged since the reduction in the Bank of England rate and the accompanying decline in London bill rates. A like influence operated to lend strength to the French franc, which moved from $0.0390%—the vicinity of the gold import point from Paris—up to $0.0391 !/£ on May 27, the highest quotation for this currency since early March.Guilders weakened on the lowering of the Netherlands Bank rate, losing five points to $0.4015 between the 1st and the 16th, but recovered towards the close of the month to a level above the month’s opening. Swiss francs made a slow advance from $0.19261/4 on the 1st to $0.1931 on the 23rd, then firmed to $0.1934 on the 26th, and closed the month slightly under this quotation. Reichsmarks, which had been hesitant throughout the month, developed sudden weakness on the 26th, going on that day from $0.2380% to $0.2374% after some selling on the Berlin stock exchange and moderate withdrawals of funds from Berlin. The Austrian schilling remained steady in the second half of the month at $0.1406%. Scandinavian exchanges firmed slightly in the course of the month. The Spanish peseta, following an early display of strength, weakened decidedly on the 11th, and after relatively wide fluctuations, was quoted at the close of the 28th at $0.0912, a new low for this currency.Canadian dollars continued at a discount of about
RATE DOLLARS

Money Rates in New York and London and Movement of Sterling 
Exchange at New York

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

June 1, 1931



F E D E R A L  R E S E R V E  A G E N T  A T  N E W  Y O R K 45

1/64 of a cent. The silver exchanges eased gradually, Hong Kong going from $0.24̂  to $0.23% and Shanghai from $0.31% to $0.28%, but these quotations were still above their February lows. The Argentine peso was further depressed; after dropping below $0.70 on the 22nd, it was unable to return to that level and ruled at last report at $0.6849. Other South American currencies continued weak.
Foreign Trade

After a temporary gain in the previous month, the value of this country’s foreign merchandise trade showed somewhat more than the usual seasonal decline during April. Exports, amounting to $217,000,000, were again at the lowest level since November 1914. Imports, valued at $187,000,000, were seasonally larger than in January or February of this year, but, except for those months, were the smallest since the summer of 192.1. The decreases from a year ago in exports and imports amounted to 35 and 39 per cent, respectively.Among the leading exports, finished manufactures showed the heaviest decline from April 1930, both in actual dollar value and in the percentage of decline. This group, however, showed a slight gain over March, contrary to the usual seasonal tendency. The smallest decrease in value from a year ago was in the exports of crude foodstuffs, chiefly grains, which were down only9 per cent. Crude material exports were 24 per cent less in value than last year, about two-thirds of this decline being accounted for by a drop in the value of raw cotton shipped abroad, which was due entirely to a reduction of over 35 per cent in the price of that commodity. The actual volume of cotton exports during the past three months has been larger than last year.All of the main groups of imports showed declines in value, as compared either with a year ago or with the previous month. The largest actual decrease in either comparison was in crude materials. Quantity receipts of raw silk, after showing increases over a year ago in other recent months, were 22 per cent less than in April1930, and were reduced to about one-half the March volume. On the other hand, the volume of crude rubber imports was only slightly less than a year ago and was somewhat larger than in March.
Gold Movement

A net gain of approximately $70,000,000 to the monetary gold stock of the country occurred during May chiefly as the result of the receipt of $40,030,000 of gold from Argentina, $15,650,000 from France, $3,240,000 from Colombia, $983,000 from Mexico, $964,000 from China, and $850,000 from Japan, as well as something over $1,000,000 in small amounts from other foreign sources. In addition there was a decrease of $4,000,000 in gold held under earmark for foreign account at the Boston Reserve Bank, partly offset by a special export of $600,000 of gold to Mexico. The net gain to the gold stock in the first five months of 1931 is estimated at about $203,000,000, as against $233,000,000 acquired in the January to May period of 1930.The Bank of England increased its gold holdings by about $23,800,000 in the four weeks ended May 27, chiefly through the acquisition of most of the gold

MILLIONS OF DOLLARS

Monthly Change in Monetary Gold Stock of the United States 
(May figure estimated)

offered in the London market. Gold continued to be shipped from Russia to Germany last month to the amount of $4,800,000.
Building

During April a decline of 9 per cent from the previous month occurred in the total volume of building contracts awarded, according to the F. W. Dodge Corporation survey of building activities in 37 States. April usually marks the seasonal peak of building contract awards, and as a result of the unseasonal decline, this bank’s April index of total contracts dropped to a new low level for recent years. All the major classifications of contracts were smaller than in March of this year or in April of 1930. In the case of residential contracts a decline of 5 per cent from the previous month and of22 per cent from a year ago occurred. Ordinarily residential building is more active in April than in March, and consequently this bank’s seasonally adjusted index receded further in April, though it remained higher than in December or January. Contracts awarded for public works and utilities showed a loss of 12 per cent from the previous month and of 20 per cent from a year ago, while other non-residential work was 8 per cent lower than in March and nearly one-half less than in April of last year, due to large declines in commercial and factory construction. The total volume of contracts was 30 per cent below that of April 1930.During the first four months of the current year total contracts were 26 per cent smaller than a year ago, and declines were shown by all the major types of construction. In the first three weeks of May, the average daily volume of contracts dropped 7 per cent below the April level, which is slightly more than the usual seasonal decline, and continued to be far below the level of a year ago.In Metropolitan New York and vicinity, residential building contracts during April were 31 per cent above the level of a year ago. While all types of residential construction except hotels participated in the increase over last year, the most important gain was in dwellings erected by housing development companies. Contracts for public works and utilities, however, were 44
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per cent below the volume placed in April 1930, and other non-residential contracts in the aggregate were26 per cent lower, so that total building and engineering contracts in the Metropolitan area showed a net loss of 17 per cent from last year’s figure.
Business Profits

Although only a small number of companies relative to the total in the country make public quarterly earnings statements, reports of 287 industrial and mercantile concerns, segregated into 20 main groups of industry, have been compiled by this bank for the first quarter of1931. The net profits of this list of corporations during this period were 56 per cent smaller than in the corresponding period of 1930 and were 66 per cent less than in 1929. These figures represent the net earnings that remain after deducting all fixed charges including bond interest, but before payment of any dividends on preferred or common stocks.Companies engaged in the business of supplying food and food products exhibited the best resistance to the influence of the business depression, showing a reduction of only 8 per cent from the net return of the first quarter of 1930 and 9 per cent from the 1929 first quarter. The reporting paper companies had a reduction of only 11 per cent from 1930, and showed an increase over1929. The tobacco companies were another group that made a comparatively good showing, and chemical concerns and companies in the printing and publishing business suffered much less shrinkage in profits than the average for all industrial corporations. The motion picture companies, one of the most favorably situated groups for the year 1930, reported 41 per cent less profits in the first quarter of this year than a year previous, although the total was only 10 per cent smaller than in1929. Net profits between 40 and 60 per cent below a year ago were reported in the coal and coke, office equipment, automobile, realty, miscellaneous mining and smelting, and electrical equipment groups, Reductions of 60 to 70 per cent occurred in the net returns of companies manufacturing automobile parts and accessories, railroad equipment, and machinery. The most severe declines were in the steel industry, the net profits of which were only 12 per cent of those in the first quarter of 1930; in the copper companies, which showed profits only 3 per cent as large as a year previous; and in the oil and building supply groups, where deficits occurred.As the first part of the accompanying diagram indicates, industrial and mercantile profits during the initial quarter of 1931 were somewhat above the low level of the final quarter of 1930, in accordance with the usual seasonal tendency. In 1930, first quarter earnings were lower than in the last quarter of 1929.Net operating income of Class I railroads, shown in the other part of the diagram, dropped to the lowest level for the first quarter of any year since 1921. The 1931 first quarter net income showed a reduction of 39 per cent from the comparable period of 1930 and of 59 per cent from 1929. The net return of telephone and other public utility companies continued to be relatively well maintained. Net operating income of the telephone companies was approximately the same as in the first quarter of 1930, and was down only 3 per cent
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from 1929, while net earnings of other public utilities for which reports are available showed a reduction of 16 per cent from 1930 and of 8 per cent from 1929.
(Net profits in millions of dollars)

No.
First quarter

Corporation group
of

Cos. 1929 1930 1931

Food and food products.................................. 36 40.2 39.6 36.5
Paper.................................................................... 9 4 .1 5 .8 5 .2
T obacco ............................................................... 5 2.1 1 .7 1.4
Chemical.............................................................. 16 20.2 18.9 13.4
Printing and publishing................................... 8 8 .5 9 .5 6 .5
Motion picture................................................... 6 11.1 16.9 10.0
Coal and coke.................................................... 7 1.3 1.6 0 .9
Office equipment............................................... 6 5 .9 4 .4 2 .3
Automobile......................................................... 17 101.1 55.1 28.8
R ealty.................................................................. 6 3 .6 3 .3 1.6
Mining and smelting

(excl. copper, coal and c o k e ) ..................... 14 12.6 8 .7 3 .8
Electrical equipment......................................... 7 22.0 19.3 7 .8
Automobile parts and accessories

(excl. tires)..................................................... 29 23.3 12.9 4 .6
Railroad equipment.......................................... 7 7.3 9 .5 2 .9

17 10.2 9 .4 2 .9
Steel...................................................................... 15 70.3 58.0 7.1
Copper.................................................................. 8 15.3 6 .5 0 .2
O il......................................................................... 22 31.5 26.8 D ef.6 .2
Building supplies............................................... 9 3 .5 1 .7 D ef.0.4
Miscellaneous..................................................... 43 43.3 30.0 18.7

Total 20 groups......................................... 287 437.4 339.6 148.0

Telephone (net operating incom e)................ 104 70.0 67.6 67.8*
Other public utilities (net earnings)............. 40 66.5 72.3 61.1

Total public utilities................................ 144 136.5 139.9 128.9

Class I railroads (net operating income). . . . 171 259.3 176.5 107.1

* March estimated

Commodity Prices
Declines in commodity prices continued to predominate during May, and the general level of wholesale prices reached a new low for the post-war period, and in fact was close to the 1913 level. The most notable exception to the general movement was in the price of crude rubber, which recovered from the record low of 5% cents reached in April, and toward the close of May was fairly steady around 6% cents a pound.Copper broke through the previous low point of 9]/2 cents, reaching a range of 8y2 to 8% cents a pound, which is reported to be the lowest price on record. Lead dropped to 3.75 cents a pound, a new low since 1915,
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and other lows for a number of years were established by zinc, tin, scrap steel, finished steel, and pig iron.
Spot cotton fell to 8.65 cents a pound, the lowest figure since the period shortly following the outbreak of the World War, and the Borsodi composite for raw silk touched $2.11 a pound, a new low level in the history of this commodity; wool prices likewise declined gradually to a new low for many years. Corn remained above the low level reached at the end of April, but live stock prices broke sharply to new lows for many years, and hides ranged between 8 and 8y2 cents a pound, about % of a cent under the prevailing level of the previous month. The price of crude petroleum dropped further to 84 cents a barrel.

Indexes of Business Activity
This bank’s indexes of the distribution of goods and of general business activity continued in April to show no decided tendency toward either recovery or decline. Perhaps the two most favorable factors were increases of more than seasonal proportions in car loadings of merchandise and miscellaneous freight, and in sales of department stores. There was also a substantial decline in the number of business failures. Car loadings of bulk freight declined no more than usually in April, and the number of new corporations formed in New York State showed about the average seasonal contraction. Merchandise exports showed little change other than seasonal, but imports declined considerably more than usually in April. Other reductions, after seasonal adjustment, were shown in advertising and in sales of new life insurance.
During the first half of May, car loadings of merchandise and miscellaneous freight declined slightly from the April level.

(Adiusted for seasonal variations and usual year-to-year growth)

1930 1931

April Feb. March April

Primary Distribution
Car loadings, merchandise and misc........ 96 78 77 80
Car loadings, other....................................... 93 75 73 74
Exports............................................................ 81 65 65 64p

102 77 82 77 p
Panama Canal traffic................................... 78 63 57 61

Distribution to Consumer
Department store sales, 2nd Dist............. 102 97 99 102
Chain store sales, other than grocery.. . . 90 86 80 88
Life insurance paid fo r ................................ 103 84 85 82

91 80 81 78

General Business Activity
Bank debits, outside of New York City.. 98 82 83 85
Bank debits, New York C ity . .................. 136 91 103 103
Velocity of bank deposits, outside of New

York C ity ............................................... 111 91 91 90
Velocity of bank deposits, New York City 150 87 97 99
Shares sold on N. Y . Stock Exchange. . . 396 242 197 188
Postal receipts............................................... 99 86 86 87
Electric pow er............................................... 95 81 80p
Employment in the United States........... 94 80 80 80
Business failures............................................ 103 115 114 108
Building contracts........................................ 83 68 72 r 59
New corporations formed in N. Y . State. 86 85 90 89
Real estate transfers.................................... 67 61 58 55

General price level*...................................... 174 157 157 155
Composite index of wages*........................ 226 218 219 217
Cost of living*............................................... 168 152 151 149

p Preliminary r Revised *1913 average=100

Production
Steel mill activity showed a further reduction, largely seasonal in character, during May, and the Iron Age operating ratio toward the end of the month declined to 44 per cent of theoretical capacity, approximately the level of mid-January. Production of bituminous coal showed only part of the upward tendency that is usual in May, and although output of crude petroleum and of cotton goods averaged as high as in April, the tendency during the month was downward.Industrial activity in April was irregular, but in the aggregate showed a further slight upward tendency after allowance for the usual seasonal movements. Among the major industries, perhaps the most substantial advance was in the output of automobiles, which increased 21 per cent over March. Increases occurred also in this bank’s indexes of the output of various important fuels—coal, coke, and petroleum—and in the slaughtering of livestock and in production of tobacco, cement, and shoes. A small gain occurred in mill consumption of raw cotton, but a sharp contraction was shown in consumption of silk. Production of steel ingots declined more than seasonally, and average daily output of lead was further reduced.

(Adjusted for seasonal variations and usual year-to-yeargrowth)

1930 1931

April Feb. March April

Metals
102 60 63 64

Steel ingots..................................................... 101 66r 69 66
Copper, U. S. mines..................................... 85 69 65 65 V

99 67 66 62
78 52 51 50

Tin deliveries................................................. 89 73 79 84

Automobiles
Passenger cars............................................... 90 55 57 65 p
Motor trucks.................................................. 113 87 76 79 p

Fuels
Bituminous coal r ......................................... 105r 76 r 81r 83 r
Anthracite coal r ........................................... 77 r 91r 78r 92 r

101 70 70 72
Petroleum, crude........................................... 99 81 81 86p
Petroleum products...................................... 96 76 77

Textile and Leather Products
Cotton consumption..................................... 86 75 78 82
Wool mill activity......................................... 67 75 73 7 2p
Silk consumption........................................... 85 99 100 84
Leather, sole................................................... 105 85 80 88p
Boots and shoes............................................. 107 88 96p l l l p

Foods and Tobacco Products
Livestock slaughtered.................................. 96 96 91 99
Wheat flour.................................................... 99 91 90 91
Sugar meltings, U. S. ports........................ 80 67 58 71
Tobacco products......................................... 103 98 96 98

Miscellaneous
108 76 79 87
85 64 67

Printing activ ity ........................................... 95 86 85
Paper, newsprint........................................... 93 86 91 89
Paper, other than newsprint...................... 98 83 p 82 p

98 81 78 p

p Preliminary r Revised

Employment and Wages
Following a seasonal increase during February and March, little change appears to have taken place in factory employment in April. The number of workers employed in reporting New York State factories showed a decline of about the usual proportions from the middle
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of March to the middle of April, and for the country as a whole factory employment showed little change. Both payrolls and average weekly earnings in New York State factories receded somewhat during April, but these declines were in accordance with the usual seasonal tendency for that month. Out-of-door activity increased materially in April in consequence of the return of favorable weather, and the United States Employment Service reported increases in employment in farm work, building, and road construction.The ratio of orders for workers to applications for employment at New York State employment offices showed a seasonal rise during April, and this level was maintained in the month of May. The rate of voluntary labor turnover also increased seasonally during April.
Department Store Trade

The total April sales of the reporting department stores in this district showed a decrease of 8 per cent from a year ago, due in part to the fact that April sales this year included a much smaller part of the Easter business than last year. Department stores in all localities in this district, with the exception of Westchester, reported sales smaller than in April 1930, the decreases ranging from 3 per cent to 16 per cent. The reports from the various localities showed greater irregularity than in March; the declines reported in the sales of stores in Buffalo and the Hudson River Valley were only about half as large as in March, and the decreases reported by the Rochester and Bridgeport stores were about the same as in March, while the reductions in other parts of the district were generally larger in April than in March. The leading apparel stores reported April sales 10 per cent smaller than last year, following a slight increase in March, doubtless reflecting chiefly the effect of the early Easter.Stocks of merchandise on hand at the end of the month, valued at retail prices, showed an even larger decline from a year ago than in March. The percentage of outstanding charge accounts collected during April remained slightly smaller than a year previous.

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
March 31 
collected 
in April

Net sales Stock 
on hand 1930 1931

April
January 
to April

end of 
month

New Y ork ......................................... —  8.4 —  5.9 — 13.0 47.1 47.7
Buffalo............................................... —  2 .7 —  5.5 — 17.3 47.0 46.8
Rochester........................................... —  3.0 —  5.2 —  9 .5 38.9 41.5
Syracuse............................................. —  9.1 —  7.5 — 17.5 32.3 29.0
Newark.............................................. —  7.4 —  4.9 — 18.7 44.1 41.6
Bridgeport........................................ —  7 .4 —  8.3 — 13.7 40.0 37.0
Elsewhere.......................................... —  8 .4 —  6.9 — 12.0 34.8 32.9

Northern New York State. . . . —  7 .6
Southern New York State........ —  8 .0
Hudson River Valley District.. 
Capital D istrict..........................

—  6.6
— 15.9

Westchester District.................. + 1 0 .8

All department stores............ —  7.9 —  5.9 — 14.1 44.6 44.1

Apparel stores.......................... — 10.1 —  5.7 — 13.6 47.6 44.0

Sales and stocks in major groups of departments are compared with those of April 1930 in the following table.
Net sales 

percentage change 
April 1931 

compared with 
April 1930

Stock on hand 
percentage change 

April 30, 1931 
compared with 
April 30, 1930

Toilet articles and drugs.......................  + 9 . 0
Toys and sporting goods.......................  —  1.0
Women’u and Misses’ ready-to-wear.. —  4 .5
Homefurnishings...................................  —  6.1
Women’s} ready-to-wear accessories.. . —  6 .2
Hosiery...................................................... —  9 .0
Books and stationery............................. —  9 .9
Men’s furnishings...................................  —  9 .9
Shoes.......................................................... — 10.0
Silks and velvets..................................... — 10.2
Linens and handkerchiefs.....................  — 10.7
Cotton g oods...........................................  — 10.7
Silverware and jewelry.......................... — 11.2
Furniture..................................................  — 12.3
Woolen i;oods..........................................  — 15. l
Luggage and other leather goods........  — 19.5
Men’s and Boys’ wear........................... — 23.8
Musical instruments and radio...........  — 36.6
Miscellaneous..........................................  + 0 . 3

— 11 .3
+  2 .5  
— 16.5 
— 12.6 
— 15.0 
— 22.7 
— 11 .0 
— 14.8 
— 16.9 
— 18.2 
— 13.1 
— 10.5 
—  8 .3  
— 22.2 
— 22.0 
— 25.4 
— 17.0 
— 15.7 
— 11.2

Wholesale Trade
April sales of reporting wholesale firms in this district showed seasonal decreases in a majority of lines, and were 16.8 per cent smaller than a year ago. Sales of men’s clothing, cotton goods, shoes, stationery, paper, diamonds, and jewelry continued to show substantial declines compared with last year, in most cases as large or larger than in March. The decline in sales of hardware compared with a year previous was the smallest since October 1929, however, and the yardage sales of silk goods, reported by the Silk Association of America, were almost 16 per cent above a year ago, the largest increase in nearly two years. April machine tool orders, reported by the National Machine Tool Builders Association, decreased 11 per cent from March, and were somewhat further below the level of a year ago than in March.The value of stocks of merchandise on hand at the end of the month showed large decreases from a year ago in all reporting lines, with the exception of drugs. The ratio of collections to accounts outstanding was slightly lower than in April 1930.

Commodity

Groceries.............
Men’s clothing.. 
Cotton ?oods
Silk goods............
Shoes...................
Drugs..................
Hardware........... .
Machine tools**.
Stationery...........
Paper...................
D iamonds...........
Jewelry............... .

Weig ited average.

Percentage 
change 

April 1931 
compared with 

March 1931

Net

+  0 .1  
— 37.3 
—  0.2  
+  1.4* 
— 14.7 
+ 1 9 .8  
+  8 .2  
— 10.6
—  4 .7
—  4 .3
—  8.9  
+  2 .3

7.6

Stock 
end of 
month

—  8 .7

—  1.7
—  9.0*
—  6.1
—  4.1
—  0 .5

+  0 .3  
+  4 .5

Percentage 
change 

April 1931 
compared with 

April 1930

Net

— 16.8
— 22.8
— 22.4
+ 15 .8*
— 24.7
—  7.2
—  4 .8  
— 41.3 
— 20.4 
— 22.5 
— 32.3 
— 31.8

-16 .8

Stock 
end of 
month

—  9.1

— 32 ‘.8 
— 21.6* 
— 38.8 
+ 19 .3  
— 11.5

— 21.5
— 31.6

Per cent of 
accounts 

outstanding 
March 31 
collected 
in April

1930

77.3
33.6
32.3
47.0
50.7
35.2
52.0

76’.2
61.4
25.2

51.8

1931

78.5
33.2
34.0
56.2
46.0
31.6 
44.8

76’.3
56.7
19.7

51.3

* Quantity not value. Reported by Silk Association of America** 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 Sea

sonal Variations (1923-25 average =
100 per cent)

PER CENT

Index Numbers of Factory Employment and 
Payrolls, Without Adjustment for Seasonal 

Variations (1923-25 average =  100 
per cent)

PER CENT

of Labor Statistics (1926 average =  100 
per cent)

Money Rates in the New York Market (May 
rates are averages for the first 20 days)

M O N T H L Y  R E V IE W , JU N E 1, 1931

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
(Sum m arized b y  the F edera l Reserve B oa rd )

O U T P U T  o f  m anufactures and em ploym ent at fa ctories  showed little 
change from  M arch to  A p ril, and output o f  mines, which ordinarily  

decreases at this season, also rem ained unchanged. W holesale prices continued 
to decline, and m oney rates eased further.

P r o d u c t io n  a n d  E m p l o y m e n t

Industria l production , as m easured b y  the B o a r d ’ s seasonally ad ju sted  
index which covers both  m anufactures and mines, increased from  88 per cent 
o f  the 1923*1925 average in  M arch , to  89 in  A p ril, com pared w ith  82, the 
low point reached last Decem ber. Steel m ill activ ity  declined by  considerably 
m ore than the usual seasonal am ount, w hile in  the autom obile industry there 
was a larger than seasonal increase in  output, accord in g  to prelim inary reports. 
Consum ption o f  cotton  by  dom estic m ills continued to  increase, contrary  to 
the usual seasonal m ovem ent, while there was a decrease in  unfilled orders fo r  
cotton  cloth, which was only p artly  seasonal in  natu re ; consum ption o f  wool, 
which ord in arily  declines in A p ril, increased con sid erab ly ; at silk m ills 
activ ity  declined. There were large increases in  the output o f  petroleum  
and anthracite coal, while p roduction  o f  bitum inous coa l declined b y  about 
the usual seasonal am ount.

The num ber em ployed in  fa ctor ies  at the m iddle o f  A p ril was about the 
same as a m onth earlier. In  car-bu ild in g  shops and in  establishm ents p ro 
ducing m achinery, em ploym ent decreased considerably , while in  the autom obile 
and cem ent industries there were seasonal increases, and in  the fertilizer  
industry a larger than seasonal increase. E m ploym ent at textile  m ills declined 
by less than the seasonal am ount, reflectin g  chiefly  a slight increase in em ploy
m ent at cotton  m ills, and a sm all decrease in the cloth ing  in d u stry ; at m ills 
producing  w oolen and silk goods declines in em ploym ent were larger than 
usual. F actory  payrolls declined som ewhat in A p ril.

V alue o f  bu ild in g  contracts aw arded, w hich fluctuates w idely  from  m onth 
to  m onth, declined considerably  in  A p ril, accord in g  to  the F . W . D odge 
C orporation, and decreases were reported  in  all the lead ing  classes o f  con 
struction. In  the first fou r  m onths o f  the year tota l awards decreased 26 
per cent from  the corresponding p eriod  o f  1930, reflectin g declines o f  10 per 
cent fo r  residentia l bu ild ing, 17 per cent fo r  public works and utilities, 25 
per cent fo r  educational bu ild in g, 43 per cent fo r  fa ctories, and 57 per cent 
fo r  com m ercia l bu ild ings.

D is t r ib u t io n

F reigh t-car loadings showed about the usual seasonal increase in  A p ril. 
D epartm ent store sales increased 9 per cent from  M arch, and the B o a r d ’ s 
index, which makes allow ance fo r  the usual seasonal variations including 
changes in the date o f  Easter, stood at 105 per cent o f  the 1923-1925 average, 
com pared w ith 97 per cent in  M arch.

W h o l e s a l e  P r ic e s

The general level o f  wholesale prices declined 1.6 per cent fu rther in 
A p ril, accord in g  to  the B ureau o f  L abor S tatistics. In  the first h a lf  o f  M ay, 
prices o f  m any leading com m odities were reduced further, and fo r  the six- 
week period  as a whole there were large declines in  the prices o f  cotton, silk, 
and textiles, livestock  and d a iry  products, cement, petroleum  products, and 
non ferrous m etals.

B a n k  C r e d it

Loans and investm ents o f  reportin g  m em ber banks in  lead ing  cities 
declined by  about $150,000,000 between A p r il 1 and the m iddle o f  M ay, 
reflecting substantial liqu idation  in loans on securities and in  all other loans, 
largely  com m ercial. This liqu idation  o f  loans was offset in  part b y  further 
large additions to the b a n k s ’ investm ents, w hich on M ay 13 were over 
$1,000,000,000 larger than at the beg in n in g  o f  the year.

V olum e o f  Reserve Bank cred it declined som ewhat in  the six weeks ended 
on M ay 16. Contrary to  the usual seasonal tendency, there was som e further 
increase in currency demand fo r  the period , reflectin g chiefly  banking d is
turbances in the M iddle W est. G old im ports continued in  considerable volum e 
and supplied the m em ber banks w ith sufficient fu nds to m eet the add itiona l 
demand fo r  currency, and also to  reduce som ewhat the am ount o f  Reserve 
Bank cred it outstanding.

M oney rates declined to  new low  levels during M ay. Rates on bankers 
acceptances, w hich had declined from  1 y2 per cent in  the m iddle o f  A p ril to 
1% per cent by  the end o f  the m onth, were reduced to % per cent b y  the 19th 
o f  M ay. Rates on com m ercial paper declined from  a range o f  2%-2y2 to a 
range o f  2 -2% per cent.

A t the Reserve Banks bu yin g  rates on bankers acceptances were reduced 
in A p ril and the first h a lf o f  M ay, and in  M ay discount rates were also 
reduced, the rate at the F ederal Reserve Bank o f  N ew  Y ork  bein g  lowered 
to 1 y2 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 is t r ic t

Federal Reserve Agent Federal Reserve Bank, New York July 1,1931

Money Market in June
During June this country gained gold at a rate that has not been approached since 1917 and has probably never before been equaled. The total gain to the country’s gold stock during the month was about $153,000,- 000, of which $61,000,000 took the form of imports and $92,000,000 represented the net release from earmark of gold previously accumulated here by foreign banks of issue and held in the custody of Federal Reserve Banks. Most of this gold was received for account of the Reichsbank which sustained heavy losses of funds following the development of banking difficulties in Austria and rumors of a declaration of a postponement of reparations payments by Germany. Between May 30 and June23 the Reichsbank’s gold stock declined by about $233,000,000, and the foreign exchange reserve declined $22,000,000. Following the announcement of President Hoover’s proposal that payments of principal and interest on all inter-governmental debts, including reparations, be suspended for one year, the decline in German exchange at New York was arrested and the loss of funds to this and other countries appeared to have largely ceased.On June 25, this bank made the following announcement:

“The Federal Reserve Bank of New York, in association with other Federal Reserve Banks and with the approval of the Federal Reserve Board, has agreed, if desired, to purchase from the Reichsbank up to a total of about the equivalent of $24,000,000 of prime commercial bills. The agreement of the Federal Reserve Bank of New York was made in cooperation with the Bank of England, the Bank of France, and the Bank for International Settlements, as a part of a credit arrangement with the Reichsbank aggregating in all approximately the equivalent of $100,000,000.”
Numerous countries in other parts of the world alsu continued to experience difficulty in settling the balances due the United States, including payments due on their debts contracted here in previous years, as well as on their commodity trade with this country. This was reflected in further gold shipments of moderate amount from Latin American and Far Eastern countries to the United States. Canadian exchange also declined in June to levels which resulted in some flow of gold from that country to the United States.
Notwithstanding the magnitude of the gain of gold by this country during the past month, there has been
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50 MONTHLY REVIEW, JULY 1, 1931

little apparent effect on money market conditions or on the volume of bank credit. This was due partly to an unseasonal increase of about $100,000,000 in the demand for currency during the month. This increase in the amount of currency nominally in circulation in June probably did not represent an increased business demand for currency, but, like the April increase and the extra-seasonal increase of last December, was more likely due to the withdrawal of deposits from the banks in localities where banking conditions were disturbed.The principal New York banks, however, held a larger average amount of excess reserves in June than in any previous month in recent years. This appears to have been due partly to the excess of gold receipts over currency demands, and partly to the release of reserves which accompanied a steady liquidation of member bank credit in New York during most of the month. Between the middle of May and the middle of June the total loans and investments of the reporting New York banks declined about $360,000,000 and their demand deposits declined nearly $400,000,000, so that the amount of reserves which they were required to maintain at the Reserve Bank was reduced by more than $50,000,000. The reduction in the amount of credit extended by New York member banks occurred largely through the liquidation of security loans, but there was also some reduction in the holdings of securities other than United States Government securities.Notwithstanding the substantial amount of excess reserves held by New York banks during much of the month, lending rates remained almost unchanged from those of a month ago. The only noticeable changes in open market money rates were further slight declines in the yields obtainable on short-term Government securities and in commercial paper rates. In view of the low yields obtainable by banks on their liquid funds, discussions among banks of rates paid on deposits were wide-spread and in a number of localities throughout the district reductions were reported, most of them to become effective July 1. The reductions applied especially to time deposits, rates on which were reduced in most cases from 4 per cent to 3 or 3% per cent.
Money Rates at New York

June 30, 1930 May 29, 1931 June 30, 1931

Stock Exchange call loans........................ * lH -3 *iy2 *iy2
Stock Exchange 90 day loans................. 2 % t n y 2- i H i y 2
Prime commercial paper.......................... 3 K -3 M 2
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans..

lVs 7A 7A
f 4 .21 f 3 .46 t3 .46

Treasury certificates
Maturing September 15 (y ield )......... 1.58 .57 .42
Maturing December 15 (yield)........... 1.86 .76 .63

Federal Reserve Bank of New York re
discount rate........................................... 2M i y 2

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. 2 1 1

*For preceding week f  f  Nominal f  Average rate of leading banks at middle of month

T r e a s u r y  T a x  P eriod O pe r a t io n s

On June 15 the Treasury sold over $800,000,000 of 3% per cent 15 to 18 year bonds, the largest amount of United States Government bonds sold at one time since the war loans. The new issue exceeded by about $220,- 000,000 the $589,000,000 of maturing Treasury cer

tificates, and after the allotment of $326,000,000 of the new bonds in exchange for maturing certificates, only a small fraction of the cash subscriptions could be allotted.
Notwithstanding the large volume of Treasury operations during the tax period, including in addition to the sale of the new bond issue the payment of maturing certificates, the payment of interest on outstanding Government debt, and the collection of second quarter income tax instalments, these operations had less effect on the money market than usual. As more than half of the maturing certificates were exchanged for the new bonds, cash redemptions were reduced to about $265,- 000,000, and this amount was nearly balanced by payments of $112,000,000 on foreign debts to the United States Government, and $95,000,000 of cash payments for the new Treasury bonds, together with the comparatively small volume of income tax checks actually cleared and collected on that day. Consequently, the Treasury found it necessary to obtain only $38,000,000 from the Reserve Banks on the 15th through the issuance of special one-day certificates of indebtedness, the smallest amount for any tax date in a number of years, and this was repaid on the following day. Thereafter the collection of income tax checks gradually withdrew funds from the commercial banks and built up the Treasury’s balances with the Reserve Banks.

B il l  M a r k e t

During the first part of June, the discount market was moderately active, but as dealers’ purchases were somewhat in excess of their sales, the dealers’ portfolios of bankers bills rose considerably further to the highest figure since last autumn. Around the middle of the month investment demand for bills was stimulated to some extent by the efforts of New York banks to employ a portion of the funds which accumulated in this market at that time, and dealers’ sales consequently were in much larger volume than their purchases, with a resultant marked decline in their portfolios. In the latter part of the month, however, the volume of the investment demand for bills was affected somewhat by a decrease in foreign buying, and the discount houses’ holdings of bills tended to rise again, although remaining well below the level reached early in June. With large excess reserves in the possession of the New York banks during much of the month, few bills were offered to the Federal Reserve Bank of New York, and the total bill holdings of the Reserve Banks tended downward after the first week of June, showing a net decrease of about $25,000,- 000 for the month. Throughout the month of June, rates for bills continued at the levels in effect shortly after the middle of May.
A reduction of only $9,500,000 occurred between April 30 and May 31 in the volume of American bankers acceptances outstanding, and the total at $1,413,000,000 continued for the second month to be somewhat larger than the figure for the comparable date of 1930. During the first five months of this year the seasonal decline in outstandings has amounted to $143,000,000, as compared with $350,000,000 in the corresponding period last year. While bills outstanding were declining slightly in May,
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the group of accepting institutions that report to the American Acceptance Council increased their holdings of bills by $54,000,000 to $464,000,000.
C o m m e r c ia l  P aper  M a r k e tA good investment demand on the part of banks throughout the country and a small supply continued during June to be the dominant characteristics of the open market for commercial paper. Whatever new paper came into dealers’ lists as a result of commercial and industrial borrowing quickly found its way into the portfolios of investing banks. Under these conditions, the movement of rates continued downward; early in the month the rate for prime names receded from a range of 2-2*4 per cent to a prevailing rate of 2 per cent, and shortly afterwards a small amount began to be offered at 1% per cent. By the end of the month, the sales of the highest grade paper at 1% per cent had increased to some volume, although the going rate for the general run of prime paper continued to be 2 per cent.The volume of open market commercial paper outstanding declined slightly further during May, according to reports received by this bank from 20 dealers. At $305,000,000 on May 31, outstandings were 44 per cent smaller than a year ago.

Gold Movement
Of particular interest in the unusually heavy gold movements during June were the receipt late in the month of $26,000,000 of gold from Germany, the first direct shipment from that country since May 1929, and shipments of $17,750,000 from Canada, the first since January 1931. In addition, $4,900,000 of gold was received from Argentina, $2,000,000 from Peru, and $2,500,000 from Cuba. At San Francisco, $6,300,000 arrived from China and $400,000 from Japan. The largest gain to the country’s gold stock during the month, however, resulted from a net decrease of $92,000,000 in gold held under earmark for foreign account, including $2,000,000 released by the Boston Reserve Bank. A preliminary estimate indicates a net gain to the United States monetary gold stock of $153,000,000 during June, and of $357,000,000 for the first six months of the year. This compares with a gain of $251,000,000 in the first half of 1930, and of $309,000,000 in the whole of last year.The Bank of England increased its gold holdings further during June by about $60,000,000, chiefly through the acquisition of some $40,000,000 from Germany and by the purchase of South African gold offered in the open market. A shipment of $4,800,000 was received by Germany from Russia.

Central Bank Rate Changes
Following a loss of $168,000,000 in reserves during the first two weeks of June, the Reichsbank raised its discount rate from 5 to 7 per cent, effective June 15. Loans and discounts of the Reichsbank continued to increase and reserves to decrease so that the cabled statement of June 23 showed an increase in loans and discounts of

$126,000,000 over the May 30 figure, and a decline of $255,000,000 in reserves during the same period. The bank’s notes and sight liabilities showed a decline of $117,000,000, and there resulted a decline in the reserve ratio from 59.9 per cent on May 30 to 40.4 per cent on June 23,—the required legal minimum being 40 per cent. On June 23 the legal reserve of the Reichsbank totaled $358,000,000 of which $336,000,000 was in gold and $22,000,000 in foreign exchange counted as reserve cover. After President Hoover’s announcement with regard to intergovernmental debts the losses of reserves were at a diminished rate.The Austrian National Bank rate, which had been 5 per cent from September 10, 1930, was raised to 6 per cent on June 8, and was increased a second time to 7Y2 per cent on June 16, making a total rise of 2% per cent in the month. The occasion for these changes was a movement of funds from Austria during the period of negotiations leading to the reorganization of the Oester- reichische Credit-Anstalt. The latest statement received here of the Austrian National Bank showed for June 7 a decline from April 30 of $3,000,000 in the bank’s reserve and of 8.4 per cent in the statutory reserve ratio to 28.6 per cent, or 4.6 per cent above the required legal minimum. In addition, there was a decrease of $22,600,- 000 in the bank’s stock of non-reserve foreign assets. Bills discounted at the Austrian National Bank meanwhile were increased from $12,700,000 to $67,100,000.Also on June 16 there was an advance in the rate of the Hungarian National Bank, from the 5% per cent which had been fixed on May 30, 1930 to 7 per cent. The latest statement received here, referring to the bank’s position on June 7, showed that from the end of 1930 to June 7 the bank had lost $11,700,000 of its reserve, but that, following the repayment of the usual year-end borrowing in January, there had been no appreciable call upon the bank for credit. The reserve ratio on June 7 was 44.5 per cent, or 20.5 per cent above the legal minimum.Effective June 29, the discount rate of the National Bank of Yugoslavia was raised from 5% per cent to 6% per cent. The lower rate had been in force since May 28, 1930.The discount rate of the National Bank of Bulgaria was reduced on June 4 from 9 to 8% per cent, the earlier rate having been in effect since January 29, 1931.
Foreign Exchange

The weakness of the reichsmark which developed in the last few days of May continued into June, and frequent though narrow fluctuations characterized the other European exchanges in June. At mid-May the reichsmark was quoted around its parity of $0.2382; by June 1 it had receded to $0.2374%, and on June 11 it touched a low of $0.237114. Repeated sales of gold by the Reichsbank failed to give the exchange appreciable strength, but on the 22nd it responded to the proposal for an inter-governmental debt moratorium with a 3 point rise to $0.2376. Subsequently, however, a reaction to $0.2373% occurred. Sterling declined from $4.86 21/32 on June 1 to $4.86*4 on the 11th, and then turned
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irregularly upward, being quoted on the 27th at $4.86 15/32. The French franc, which had gained 1 3/16 points between May 1 and June 2, lost about half this gain and closed on the 27th at $0.0391%. Guilders and Swiss francs both rose from below their parities in May to well above par around the middle of June—the guilder to $0.4026 and the Swiss franc to $0.1943—after which the guilder declined slightly to $0.4023% on the 27th and the Swiss franc more decidedly to $0.1933̂2- The Central European exchanges were steady in a narrow market—the Austrian schilling at $0.1406 (par $0.1407), the Hungarian pengo at $0.1746 (par $0.1749), and the Czechoslovakian crown 5/16 above par at $0.0296 5/16. The Spanish peseta, which had closed the month of May at $0.0886, advanced steadily to $0.1011 on June 12 and then declined to $0.0943 on the 27th.Despite gold shipments to New York, the Canadian dollar weakened persistently, though with relatively wide fluctuations, from a discount of 3/64 of a cent to a discount of 21/32, firmed to 7/32 discount on the 29th, closing the month below the gold import point to this country. South American currencies on the whole were stronger in June. The Argentine peso after starting at $0.6838 on the 2nd was steady around $0.6944 at the middle of the month, and by the 26th was appreciably stronger at $0.7246. Brazilian milreis gained one cent to $0.08 on the 10th, but stood at $0.0770 on the 26th. The Chilean peso was weak towards the middle of the month but closed at $0.1212 on the 26th, as against the month’s opening level of $0.1205. The Uruguayan peso, which had dropped in May from $0.66 to a low of $0.5470 on the 28th, was irregularly firmer in June at around $0.58.Hong Kong and Shanghai quotations were fairly steady until June 22 when the former firmed 2 cents to $0.23625 and the latter gained 2% cents to $0.31. Before the end of the month further advances had raised the rates to $0.26 and $0.32% respectively.
Currency Stabilization in Yugoslavia

The Yugoslav dinar, in which de facto stabilization had been maintained for a number of years past, was legally stabilized on June 28 with a gold content of 26.5 milligrams of fine gold to one dinar, corresponding to the value it has maintained—$0.0176—since 1925. According to the new monetary law, notes of the National Bank of Yugoslavia are redeemable in gold or foreign exchange at the option of the bank, with the proviso that gold for export will be freely delivered in minimum amounts equivalent to 250,000 dinars (about $4,400). The reserve ratio is fixed at 35 per cent of notes and sight deposits, of which 5/7 (25 per cent of coverable liabilities) must be held in gold.
Security Markets

Stock prices continued to move downward in the first two days of June, and price averages reached new lows for a number of years. The railroad shares were the lowest since 1922 and the industrials since 1926. Public utility stocks, after holding above the low points of last December, broke through those levels to new lows since1928. Following the culmination in these rather sharp
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declines of the downward movement of previous weeks, there was a considerable recovery in prices for a few days, after which the general level was not markedly changed until June 20. The announcement of the proposed one year suspension of inter-governmental debt payments was followed by a strong advance which carried average prices to a level about 27 per cent above the lows of early June. Toward the end of June, about one- half of the ground lost on the February to early June reaction had been recovered.In the first part of June, the trading in stocks on the Exchange was in excess of 3,000,000 shares on a number of days, but gradually diminished as the month advanced to 900,000 shares on June 17, the smallest volume for any full day since November 1926. Accompanying the firmer price tendency of the latter part of the month, however, the activity on the New York Stock Exchange increased substantially, and on one day exceeded 5,000,000 shares.Prices of domestic corporation and foreign bonds dropped considerably further in the first two days of June, accompanying the weakness in the stock market. With the upturn in stock prices, bond quotations likewise strengthened, and for the balance of the month the general movement was upward. In domestic corporate issues, the weakness of the opening days of the month caused some of the bond averages, containing a relatively large proportion of medium grade issues, to decline to new lows for a number of years, while those averages composed largely of the highest grade issues remained above the low points of last December. By the close of June these domestic bond averages, as the result of the fairly steady advance, had risen from % of a point to about Sy2 points from their early June lows. The composite movement of five of the domestic bond averages is shown in the accompanying diagram, together with averages of foreign and United States Government bonds.The foreign bond list as a whole tended to advance after the weakness at the month’s opening, despite a decline in German issues which continued until the an-
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nouncement of the proposed moratorium which was designed to include reparations payments. Toward the close of June an average of 40 representative foreign bonds had advanced to the highest level since the first part of May, and a large number of German bonds showed an average recovery of about 9 points from the lowest quotations registered earlier in the month.After easing somewhat in the latter part of May, United States Government bonds tended to advance gradually on the announcement of the terms of the new Treasury 3% per cent bond issue offered on June 1, and just before June 15 the average price of the outstanding Treasury and Liberty issues reached a level nearly as high as the peak attained in the previous month. Beginning on June 20, however, average prices of Government bonds reacted and were about % point lower at the close of the month.
New Financing

The total volume of new security offerings during May was $443,000,000, as compared with $615,000,000 in the previous month and $1,176,000,000 in May 1930. Of the May security issues, $352,000,000 represented new capital and $91,000,000 refunding operations. In the field of domestic bond financing, the corporate issues for new capital purposes totaled only $132,000,000, and were exceeded by State and municipal financing which totaled $172,000,000 for the month. As the accompanying diagram indicates, security flotations by States and municipalities have shown a tendency to increase during recent months, while bond financing by domestic corporations has remained considerably below the level of the first half of 1930. New capital issues by foreign borrowers in this market, as for some months past, were in small amounts, and represented entirely Canadian financing.During the first three weeks of June, the offering of new securities proceeded at an even slower rate than in May, but in the closing ten days of the month, accompanying greater strength in the security markets, the volume of security offerings increased somewhat. These offerings included a large proportion of public utility issues, some of which were for refunding purposes. For

the month of June as a whole, security flotations will probably prove to have been somewhat larger than in May, with public utility issues accounting for about half of the total, and State, municipal, and farm loan issues next in importance. Foreign financing was increased by the offering of a $22,800,000 Taiwan Electric Power Company, Limited, issue, which was guaranteed by the Japanese Government. This was the first sizable public offering of the bonds of a foreign borrower, other than Canadian, in many months.
Building

The volume of building and engineering contracts awarded in 37 States during May was seasonally smaller than in the previous month, and the amount reported by the F. W. Dodge Corporation continued to be about one-third smaller than a year ago. All of the major groups of contracts again showed declines compared with May 1930; residential building was 24 per cent smaller, public works and utility projects were down 28 per cent, and other non-residential contracts were reduced by 43 per cent. Seasonally adjusted indexes for residential and non-residential building, and the construction of public works and utilities indicate that construction of public works and utilities dropped somewhat further from the March peak in May, while activity of the other two groups was little changed from the previous month. In general it appears that construction awards during May remained slightly above the lowest levels reached a few months ago.For the first five months of this year, there was a decrease of 28 per cent from a year ago in the total value of building and engineering contracts awarded. Residential work was 13 per cent smaller, and public works and utility projects declined 19 per cent, while contracts for other non-residential building were reduced 42 per cent. In the first three weeks of June, the daily average volume of contracts awarded was about the same as in the previous month; increased activity in public works and utility construction was offset by declines in other types of building.In Metropolitan New York and vicinity, residential contracts awarded during May were larger than a year ago, due to single-family dwellings to be erected in housing developments. In each of the first five months of this year, residential contracts were above the 1930 level, and the total amount for this period showed an increase of 42 per cent over a year ago. Other types of building, however, were considerably smaller than last year both for May and for the elapsed five months of the year, and consequently the total volume of contracts awarded in May was 35 per cent below a year ago and the aggregate for January to May was 23 per cent less.
Commodity Prices

During June moderate strength developed in the prices of basic commodities, following an almost uninterrupted decline for the greater part of the past two years. Average prices for the month as a whole were lower than for the month of May, but weekly indexes advanced slightly above the low levels reached at the end of May. There were further declines in prices
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of some commodities, but the proportion of commodities showing declines was not so large as in most of the recent months, and recoveries of varying amounts occurred in a number of commodities.Prices of live stock and hides were among those showing the most substantial recoveries. Cotton also advanced considerably, and at 10.40 cents near the end of June was over 2 cents above the low point reached early in the month. The non-ferrous metals, copper, lead, tin, and zinc, after declining further in the early part of June to the lowest levels in many years, all turned somewhat firmer in the latter part of the month.The monthly index of wholesale commodity prices which is computed by the U. S. Bureau of Labor Statistics declined further in May to a new low point since 1915, and was only 2 per cent above the average level in 1913. The basic commodities continued to be conspicuous among those showing the greatest declines, which is in keeping with the usual tendencies in times of wide price movements. The accompanying diagram illustrates the divergent price movements of recent years.At one extreme are prices of farm products, which in 1930-1931 as in 1920-1921 have shown some of the most drastic declines, and, after holding for several years at an average level about 40 per cent above that just preceding the war, are now well below the 1913 level. Both the supply of and the demand for many of these commodities are relatively inflexible, and their prices respond violently to changes in the general business and financial situation. At the other extreme are wages— the price of labor—which in 1930-1931 as in 1920-1921 have reacted to the depression much less than have commodity prices. In this case, the supply is quickly adjusted to the demand by enforced idleness of workers in periods of depression, but the price is comparatively inflexible. It should be noted, however, that wages per day or per week do not necessarily represent labor costs per unit of output. Although wage rates in general have remained more than 100 per cent above the pre-war level —much higher relatively than commodity prices—the increased use of power machinery and improved methods of utilizing labor have tended greatly to reduce the

Movements of Various Types of Prices (Federal Reserve Bank of 
New York composite index of wages and index of general price 

level; Department of Agriculture index of farm prices at 
the farm— 1913 = 1 0 0  per cent)

spread between labor costs and commodity prices. Undoubtedly this tendency has been spurred by the conditions of the past year.Between the lines tracing the levels of wages and the prices of farm products is shown this bank’s index of the general price level. This is a composite index in which are included as far as possible the prices of all kinds of goods, services, and property for the purchase of which money is used—agricultural and industrial prices, retail as well as wholesale prices, rents, wages, real estate, and security prices. This index has declined during the past two years at a rate more rapid than at any other time in the past fifty years, with the exception of 1920-1921.
Employment and Wages

No material change occurred in the employment situation during May. A decline from April of about the usual proportions occurred in the number of workers employed in reporting factories, both in New York State and in the country as a whole, but there was a further increase in out-of-door employment, in consequence of a seasonal expansion of activity in building, road construction, and farm work.Factory payrolls showed a decline from April to May, whereas in past years no consistent change has occurred between those months. Since 1929 the decline in factory payrolls has been distinctly greater than the decline in the number of factory workers employed, following an extended period, from 1922 to 1929, when payrolls tended to increase more rapidly than the number employed. The decline of 36 per cent in payrolls of reporting factories since September 1929, as compared with a reduction of27 per cent in the number of employees, doubtless is due in part to an increase in the amount of part time employment, and in part to reductions in wage rates.The ratio of orders for workers to applications for employment at New York State employment offices showed a moderate decline in May, and this tendency increased during the first part of June. The American Federation of Labor report on unemployment among its members indicated that, following a general slight improvement in May, unemployment during the first half of June was somewhat greater among its members in the principal trades, except building, where there was no change from the previous month.
Production

Data for June indicate a decline in industrial production, but there is not sufficient information available at this time to indicate whether or not this decline exceeded the average seasonal reduction of past years. The Iron Age ratio of current activity in the steel industry to theoretical capacity fell to 36 per cent toward the close of the month, as compared with 44 per cent in the latter part of May. In the automobile industry also, seasonal contraction of output was reported, and production of cotton goods and bituminous coal was somewhat lower than in the previous month. Crude petroleum output showed a moderate upward tendency, at least part of which was seasonal.
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During the month of May some irregularity in industrial activity developed, following gains in the first four months of the year, but it appears that the aggregate output of industry, after adjustment for the usual seasonal movements, showed only a minor recession from the previous month’s level, and remained about 9 per cent above the low point of last December. A number of the most important industries, including iron, steel, copper, and automobiles showed declines that were close to the average in past years.More than seasonal contraction was evident, however, in output of zinc, in meltings of cane sugar, and in mill consumption of raw cotton, and declines contrary to the usual tendency occurred in the production of anthracite coal and of sole leather. Production of bituminous coal and of wheat flour and slaughtering of live stock showed increases over April that were less than the average in past years. On the other hand, increases after adjustment for seasonal changes occurred in mill consumption of raw silk, in wool mill activity, and in output of shoes, tobacco products, cement, and lead.
(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

M ay March April May

Metals
Pig iron ............................................................ 104 63 64 64
Steel ingots..................................................... 102 69 66 65
Copper, U .S . mines.....................................
Lead..................................................................

84 65 64 63p
90 66 62 66

Z inc.................................................................. 76 51 50 43
Tin deliveries................................................. 92 79 84 86

Automobiles
Passenger cars................................................ 90 57 65 65p
M otor trucks.................................................. 93 76 79 76 p

Fuels
Bituminous coal............................................. 97 81 83 79
Anthracite coal.............................................. 86 78 90 77
Coke.................................................................. 101 70 72 71
Petroleum, crude........................................... 98 81 87 88p
Petroleum products...................................... 95 77 81

Textiles and Leather Products
Cotton consumption..................................... 77 78 82 79
Wool mill activ ity ......................................... 75 73 74 85
Silk consumption........................................... 87 100 84 92
Leather, sole................................................... 105 80 89 84p
Boots and shoes............................................. 95 97 109p 114p

Foods and Tobacco Products
Live stock slaughtered................................. 94 91 99 92
Wheat flour..................................................... 92 90 91 85
Sugar meltings, U. S. ports........................ 92 60r 71 65
Tobacco products.......................................... 102 96 98 100

Miscellaneous
Cement............................................................ 118 79 87 92
Tires.................................................................. 84 67 70
Printing activ ity ........................................... 93 85 85
Paper, newsprint........................................... 96 91 89
Paper, other than newsprint...................... 92 82 p 84p
W ood pulp ...................................................... 97 76 78

p Preliminary r Revised

Indexes of Business Activity
Following several months of relative stability, this bank’s indexes of the distribution of goods and of general business activity indicate some decline from April to May, after adjustment has been made for the usual seasonal changes. Car loadings of merchandise and miscellaneous freight did not show the usual seasonal increase in May, so that this bank’s adjusted index declined slightly, and loadings of bulk freight showed less than the usual substantial increase for the month of May,

declining after seasonal adjustment to the lowest level since 1922. Average daily department store sales in this district declined 5 per cent from the April level, whereas on the basis of past experience little change was to be expected. The number of new corporations formed in New York State also declined moderately. A considerable degree of stability, however, was shown by a number of other series, including imports and exports, advertising, life insurance sales, postal receipts, and business failures.
(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

May March April May
Primary Distribution

Car loadings, merchandise and misc........ 94 77 80 79
Car loadings, other....................................... 94 73 74 68

82 65 63 64p
103 82 76 77 p

Panama Canal traffic in American vessels r 91r 73r 78r 76r
Distribution to Consumer

Department store sales, 2nd Dist............. 103 99 102 95
Chain store sales, other than grocery.. . . 93 80 88 87
Life insurance paid fo r . .............................. 93 85 82 81

90 81 78 77
General Business Activity

Bank debits, outside of New York City.. 99 83 85 86
Bank debits, New York C ity..................... 134 103 103 102
Velocity of bank deposits, outside of New

York C ity ................................................... 112 91 90 91
Velocity of bank deposits, New York City 143 97 99 93
Shares sold on N. Y . Stock Exchange r . . 200r 148r 130r 117r
Postal receipts............................................... 96 86 87 87
Electric power................................................ 93 80 83 p
Employment in the United States........... 93 80 80 80
Business failures............................................ 105 114 108 109
Building contracts......................................... 83 72 59 60
New corporations formed in N. Y . State. 84 90 89 86
Real estate transfers.................................... 66 58 55 54
General price level*...................................... 172 157 155 153
Composite index of wages*........................ 225 219 217 216
Cost of living*............................................... 167 151 149 149

p Preliminary r Revised *1913 average=100

Foreign Trade
During May the value of this country’s foreign merchandise trade showed about the usual seasonal decline from the previous month. Exports were valued at $205,000,000 and imports at $182,000,000, amounts which were in each case 36 per cent less than in May1930.Although the value of all principal groups of exports and imports remained at low levels, exports of crude materials and imports of all groups of commodities, except manufactured foodstuffs, showed smaller percentage reductions from a year ago than in the previous month. In the case of several groups, notably the raw materials, the decrease in value from a year ago was undoubtedly more than accounted for by the decline in the prices of those commodities.Among the exports, the finished manufactures group, composed chiefly of automobiles, gasoline, and machinery, with a reduction of 43 per cent continued to show the largest decline from May of last year. On the other hand, exports of crude materials, largely raw cotton and tobacco, were only 10 per cent less than a year ago. The value of raw cotton exports alone showed a slight gain over 1930, despite the large drop in prices, as the volume of cotton exports was 60 per cent above the small amount of May 1930. A decline of more than 35 per
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cent, or $6,000,000, occurred in the value of exports of the principal grains.Compared with a year ago, imports of manufactured foodstuffs, chiefly sugar, showed the largest percentage decline in value—over 50 per cent—while imports of crude foodstuffs, principally coffee, had the smallest decrease—about 12 per cent. Receipts of raw silk, after a temporary decline in the previous month, again were in considerably larger volume than in 1930, and quantity receipts of coffee were more than 50 per cent larger. Crude rubber" imports, on the other hand, were about 20 per cent smaller in volume than a year ago.
Department Store Trade

Reporting department stores in this district showed a 15 per cent decrease from a year ago in their May sales, but May of this year had one less selling day than last year, and, in addition, unseasonable weather probably had the effect of deferring some purchasing until June. Preliminary reports indicated that sales during the first half of June compared much more favorably with the corresponding period of last year.May reports of department stores located in the metropolitan area and in Buffalo showed larger decreases from a year ago in daily average sales than have previously been reported to this bank. The declines in sales in the other sections of this district ranged from 11 per cent to 20 per cent, with the exception of the Westchester section, and stores there reported a decline for the first time since January. Apparel sales were especially affected by conditions in May, and the sales of the reporting apparel stores showed an unusually large decline from a year ago.Stocks of merchandise on hand at the end of May, at retail valuations, continued to show the same substantial decrease from 1930 as in April. The percentage of outstanding charge accounts collected during May continued to be smaller than a year ago.

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
April 30 
collected 
in May

Net sales Stock 
on hand 
end of 
month

1930 1931
May

January 
to May

New Y o rk .........................................
Buffalo...............................................
Rochester...........................................
Syracuse.............................................
Newark..............................................
Bridgeport.........................................
Elsewhere..........................................

Northern New York State.
Southern New York State........
Hudson River Valley D istrict..
Capital D istrict...........................
Westchester District...................

— 15.5 
— 21.4 
— 12.4 
— 10.9 
— 13.3 
— 16.8 
— 14.1 
— 13.4 
— 12.9 
— 11.4 
— 19.9 
—  7.3

—  8.1
—  9 .3
—  6 .8
—  8 .3
—  6 .7  
— 10.1
—  8 .6

— 13.9 
— 20.5 
—  9 .2  
— 14.6 
— 12.8 
— 12.3 
— 10.8

49.9
48.4
42.0  
32.2
45.7
42.0
39.8

51.4
41.3
41.8
28.8
41.3
37.6
36.7

All department stores............ — 15.2 —  8.0 — 14.1 47.2 45.8

Apparel stores.......................... — 18.8 —  8 .7 — 11.9 46.7 44.0

Sales and stocks in the principal groups of departments are compared in the following table with those of a year previous. Apparel departments are prominent among those showing large declines in sales from the May 1930 volume.

Net sales 
percentage change 

M ay 1931 
compared with 

May 1930

Stock on hand 
percentage change 

M ay 31, 1931 
compared with 
M ay 31, 1930

Toilet articles and drugs....................... +  3.9 — 14.0
Silverware and jewelry.......................... —  3 .5 —  7.9
Woolen goods........................................... —  4 .1 — 19.5
Books and stationery............................. —  4 .3 — 11.9
Toys and sporting goods....................... —  8 .8 +  4 .0
Home furnishings.................................... — iO.O — 16.2

— 11.0 — 23.1
— 14.5 — 19.5

Luggage and other leather goods........ — 14.9 — 23.2
Women’s ready-to-wear accessories... — 15.8 — 16.4
Men’s furnishings.................................... — 16.7 — 14.3
Cotton goods........................................... — 18.6 —  5 .8
Linens and handkerchiefs..................... — 18.7 — 1-5.0

— 19.4 — 19.8
Men’s and Boys’ wear........................... — 22.0 — 19.9
Women’s and Misses’ ready-to-wear.. — 23.4 — 21.0
Silks and velvets..................................... — 24.5 — 17.7
Musical instruments and radio........... — 33.4 — 14.0
Miscellaneous........................................... —  9 .8 —  8 .4

Wholesale Trade
The dollar volume of sales of the reporting wholesale dealers in this district during May averaged 21 per cent below a year ago, a somewhat larger decline than in the two preceding months. Grocery sales showed an unusually large decrease from the previous year, and the sales of men’s clothing, cotton goods, stationery, and paper continued to be substantially smaller than last year. The decline in sales of hardware, after diminishing in March and April, was rather large again in May, and the yardage sales of silk, reported by the Silk Association of America, were below those of a year previous for the first time since October. Sales of shoes, diamonds, and jewelry, however, showed smaller decreases than in any previous month this year. The National Machine Tool Builders Association reported a 36 per cent decrease in machine tool orders for May compared with 1930, which was also a somewhat smaller year-to-year decline than in April.
The value of merchandise stocks held at the end of May continued to show substantial decreases from a year previous in all reporting lines, except drugs. Collections in May of this year were somewhat slower than in 1930, although the difference was not great.

Commodity

Percentage 
change 

May 1931 
compared with 

April 1931

Percentage 
change 

M ay 1931 
compared with 

M ay 1930

Per cent of 
accounts 

outstanding 
April 30 
collected 
in M ay

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month

1930 1931

Men’s clothing...............
Cotton goods.................

Machine tools**............

Paper...............................

—  4 .0  
— 31.8
—  5.9 
— 30.7* 
— 16.6 
— 26.8
—  6.0  
— 17.0 
— 16.2 
—  4 .8  
+ 2 0 .4  
+ 1 8 .3

—  4 .6

—  4 .0  
+  0 .9*
—  3 .7  
+  4 .6
—  2 .8

— 23.1 
— 25.2 
— 29.9
—  9 .6*  
— 10.3
—  8 .7  
— 20.1 
— 35.5 
— 19.3 
— 23.9
—  8 .4  
— 27.3

—  5 .0

— 31.0
— 11.1*
— 42.2
+ 2 7 .0
— 13.5

76.0 
30.2
37.4
44.1 
48.8
31.4
48.5

71 ’.9
62.2 

} 23.9

73.5
30.4
33.3 
45.1
44.4
35.8
45.4

73.9 
56.3

} 18.7—  4 .9
—  3 .0

— 21.1
— 29.4

Weighted average... — 14.7 — 20.6 49.8 48.2

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association
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1927 1928 1929 1930 1931
Index Number of Production of Manufactures and 

Minerals Combined, Adjusted for Seasonal 
Variations (1923-25 averages 100 per 

cent)

Wholesale Price Indexes of the United States 
Bureau of Labor Statistics (1926 averages  

100 per cent)

Monthly Averages of Weekly Figures for Report
ing Member Banks in Leading Cities (Latest 

figures are averages of first three weeks 
of June)

Federal Reserve Bank Credit and Principal Factors 
in Changes (Monthly averages of daily 

figures— latest figures are averages of 
first 17 days in June)

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
(Summarized by the Federal Reserve Board)

V OLUME of industrial production showed little change between April and 
May, following upon increases for four consecutive months, while factory 

employment declined by the usual seasonal amount. The general level o f whole
sale prices continued to decline.

P r o d u c t io n  a n d  E m p l o y m e n t

Volume of industrial production, as measured by the Board’s seasonally 
adjusted index, was about the same in May as in April, 9 per cent larger than 
in December, and 14 per cent smaller than in May 1930. Steel output con
tinued to decline more rapidly than is usual at this season, and consumption of 
cotton by domestic mills was also curtailed, while wool consumption continued 
to increase, contrary to the usual seasonal tendency, and shoe production, which 
ordinarily declines in May, showed little change; daily average output o f auto
mobiles, according to preliminary reports, was about the same as in April. 
During the first three weeks of June activity at steel mills declined further.

In the first five months of the year taken as a whole, output of textile mills 
and shoe factories has been in about the same volume as in the corresponding 
period of last year, while output of steel, automobiles, and lumber has been 
about one third smaller.

Changes in employment from the middle o f April to the middle o f May 
were of the usual seasonal character in many manufacturing industries. In the 
iron and steel industry, however, at car building shops, and at establishments 
producing machinery, employment declined considerably, while it increased in 
the automobile and tire industries. At textile mills employment increased 
somewhat, contrary to seasonal tendency, while in the clothing industry the 
number employed decreased.

Value o f building contracts awarded in May was somewhat smaller than 
in April, reflecting chiefly a decline in awards for public works and utilities. 
In the first half of June, daily average value of contracts awarded increased 
somewhat, reflecting larger awards for public works and utilities, offset in part 
by decreases in awards for other types of construction.

D is t r ib u t io n

Sales by department stores decreased in May, contrary to the usual seasonal 
tendency, and the Board’s index declined to the level prevailing before the 
sharp increase in April. Total freight-car loadings increased somewhat less 
than usual.

W h o l e s a l e  P r ic e s

The general level of wholesale prices declined 2.7 per cent further in May, 
according to the Bureau of Labor Statistics, reflecting large decreases in prices 
of agricultural products, textiles, nonferrous metals, and building materials. 
In the first half of June prices of livestock, which had declined rapidly in 
April and May, advanced, while prices of petroleum continued to decline.

B a n k  Cr e d it

Loans and investments of reporting member banks in leading cities 
declined further by about $285,000,000 in the four weeks ended June 17, 
reflecting reductions in loans on securities. ‘ ‘ All other’ ’ loans, largely com
mercial, have shown little change since the early part of May. The banks’ 
investments, which reached a new high level late in April, were reduced some
what during May and have fluctuated within a range from $7,800,000,000 to 
$7,850,000,000 since that time.

During the four weeks ended June 17 there were imports of gold from 
Argentina and Canada, and in addition a large amount of gold previously ear
marked for foreign account was released in the United States. The total 
increase in the stock of monetary gold was $120,000,000 for the period, o f 
which $90,000,000 was added during the last week. Payments of currency into 
circulation, accompanying bank suspensions in the Chicago district, absorbed a 
large part of the funds arising out o f the additions to the gold stock, with the 
consequence that there was little change in the volume of Eeserve Bank credit.

M o n e y  R a t e s

Money rates in the open market continued at a low level during May and 
the first three weeks of June. There was a further decline in prevailing rates 
on commercial paper from a range of 2-2*4 to a level of 2 per cent, while rates 
on bankers acceptances were unchanged at % of 1 per cent.

Rates paid on deposits by banks were further reduced and clearing house 
banks in a number of financial centers established a rate of ^  o f 1 per cent 
on bankers’ balances.
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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 is t r ic t

Federal Reserve Agent Federal Reserve Bank, New York August 1,1931

Money Market in July
The financial disturbance abroad was the dominating influence upon the New York money market during the past month, and made itself felt in wide fluctuations in a number of foreign exchange rates, in substantial declines in foreign bond quotations, sympathetic declines in prices of domestic securities, and, more generally, in a sentiment of caution and conservatism.
The rapid increase in the country’s stock of monetary gold which in large part was a reflection of the flow of funds out of Germany and which amounted to more than $150,000,000 in June, ceased in the second week of July simultaneously with the promulgation in Germany of the emergency decrees. For the balance of the month moderate gold imports from the Argentine and Canada were more than offset by increases in the amount of gold held under earmark for foreign account. While the exchanges of both Germany and England declined below the points at which it is profitable for gold to be moved from those two centers to the United States, no gold was so moved. In the case of Germany, shipments were prevented by the restrictive measures in force in that country, though late in the month a shipment of $11,000,000 was reported to be en route. In the case of England no shipments were made; the absence of gold movements was due to the unwillingness of financial institutions to take advantage of a temporary weakness in the situation. On one occasion the French franc reached a point at which it might have been profitable to move gold from this country to Paris, but again in this case no actual gold movement took place. In the last week of the month sterling exchange strengthened to a point somewhat above the gold import point.
The effects of developments abroad upon the market for foreign bonds are indicated by the following quotations for certain typical issues. There are included in the list a number of the bonds of South American coun-

Issue

German Government 5 ^ ’s, 1965.........................................
German Government 7’s, 1949..............................................
Prussia 6’s, 1952.......................................................................
Argentine 6’s, 1957...................................................................
Brazil 8’s, 1941..........................................................................
Chile 6’s, 1963...........................................................................

Baker, Kellogg & Company Average of 40 foreign bonds

Closing prices

July 3 July 29

75 57%
100 84 %
76^8 50
90 73%
80 K 66
59 38

90.58 83.45

tries in which political disturbances have been added to previously existing economic difficulties.
Sympathetically with the decline in prices of foreign bonds, domestic bonds showed some weakness and stock prices reacted to the lowest level since the middle of June. The weakness in bond prices reflected in part a continued and even accentuated tendency for banks to seek to maintain the most liquid possible position. This tendency is indicated by the nature of the employment of funds in these banks in recent weeks. For the past two months the member banks in principal cities have held reserves substantially in excess of the amounts they are required by law to maintain. This excess has been larger and more continuously present than at any time since the depression began. In ordinary times banks seek to employ promptly any excess of reserves beyond ~iegaf~fequirements. During recent weeks, however, the reporting member banks in principal cities have as a whole decreased their total loans and investments despite large excess reserves. This decrease is due to reductions in their less liquid assets, namely their loans on securities and their holdings of securities other than Government ’s. On the other hand they increased their holdings of bankers acceptances which are included in the reported item of “All other loans” and their holdings of United States Government securities. As between New York City and other centers New York City banks are responsible for the entire increase in these two items,

Excess or Deficit of Reserves held by 19* New York City Banks at
the Federal Reserve Bank, After Deducting Borrowings from

the Reserve Bank (W eekly averages of daily figures)
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whereas the out-of-town banks show decreases in all classifications of their assets as indicated in the following table.
Weekly Reporting Banks— figures in millions of dollars

Change from June 24 to July 22

N. Y. City Other cities Total

Loans
On securities........................................... —  79 —  54 — 133
A ll other........................................................ +144 —  24 +120

Investments
U. S. Government securities................. +  66 —  59 +  7
Other securities.......................................... —  40 —  13 —  53

+  91 — 150 —  59

This present conservative attitude of the banks and their desire to maintain their funds in an exceedingly liquid form operates as a limitation to the putting into active use of additional funds which become available.Due in considerable part to the large amount of surplus reserves held by the New York City banks, the end of the half year, which is usually a period of extra demand for funds and at times some slight stringency in the money market, passed without any stringency. The banks were in an exceedingly comfortable position, not only over the end of the month but also over the Fourth of July holiday, and the extra demands for these occasions, together with all the unusual movements of funds reflecting the European situation, had but little influence on money rates, the changes in which in the past month are shown in the following table.
M oney Rates at New York

July 31, 1930 June 30, 1931 July 31, 1931

Stock Exchange call loans........................ 2 IX 1 M „
Stock Exchange 90 day loans................. tt2 M -2 M ix
Prime commercial paper.......................... 3-3 M 2 2
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans.

lVs % %
t4.11 t3.46 +3.58

Treasury certificates
Maturing December 15 (yield)........... 1.63 .63 .42
Maturing March 15 (yield)................. .66 .47

Federal Reserve Bank of New York re
discount rate........................................... 2 ^ IX IX

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. J2 1 1

t+Nominal +Average rate of leading banks at middle of month 
t l-7 5  days— 1 %  per cent

B il l  M a r k e tIn the first ŵeek of July, a period that included the mid-year and holiday requirements for funds, the discount market was quiet with dealers’ purchases of bills slightly in excess of their sales. The second week of July, however, was a period of heavy buying by the New York banks, apparently in an effort to utilize excess reserves which were accumulating at that time, and, as the supply of bills offered to the market was not large, the amount of dealers’ holdings was reduced nearly one-half. Although the bill market became less active subsequently, dealers’ portfolios declined somewhat further in the third week of July to the smallest volume since mid-March, after which there was little change in their holdings, accompanying rather quiet conditions in the market.Throughout the month of July, few bills were offered to the Reserve Bank, in view of the investment demand

on the part of the commercial banks which not only took the form of purchases from the dealers but was also reflected in the withholding of newly created bills from the discount market. The total bill holdings of the Reserve Banks consequently declined from $103,000,000 on July 1 to $67,000,000 on the 29th, and the decline in holdings of domestic bills alone was even larger than is indicated by the figures for total bill holdings, which include purchases of bills drawn in foreign currencies, largely those acquired in connection with the utilization of the $25,000,000 credit to the Reichsbank that was announced last month. In addition, the amount of bills held by the Federal Reserve Banks for account of foreign correspondents showed a net reduction of $81,000,000 during July, following a smaller decrease in the second half of June.
As a reflection of the strong investment demand for bills from domestic sources, the report of the American Acceptance Council showed that the group of accepting banks and banking institutions, which report their outstandings to the Council, held in their own portfolios on June 30 $89,000,000 more bills than a month earlier, and that their total holdings at $554,000,000 were only slightly below the previous high figure of January of this year. The total amount of acceptances outstanding, however, showed a reduction of $44,000,000 to $1,368,- 000,000 on June 30. Small decreases occurred in all the principal classes of acceptances, but the total continued to be larger than at the corresponding period of last year.

C o m m e r c ia l  P aper  M a r k e t

As for many months past, the bank investment demand for open market commercial paper considerably exceeded the supply of high grade paper that came into dealers’ lists as a result of the borrowings of commercial and industrial concerns. Dealers generally reported a rapid turnover of prime material, but indicated that sales volume was in limited amount because of the dearth of new drawings. Despite these conditions the prevailing rate for the usual grade of prime paper continued to be 2 per cent. There were, however, some sales made at 1% per cent, whenever blocks of particularly high grade paper became available.
According to reports to this bank from 20 dealers, the volume of commercial paper outstanding declined 4y2 per cent further between the end of May and the end of June. Outstandings of $292,000,000 on June 30 were 45 per cent under those of a year ago.

Banking and Credit in Germany
Developments in the domestic money market during July were overshadowed by happenings abroad, more particularly in Germany. The temporary lull in Germany’s financial difficulties, which followed upon the announcement of President Hoover’s proposal on June 20 that payments of principal and interest on all intergovernmental debts, including reparations, be suspended for one year, wras succeeded by a renewed outward movement of funds from that country, representing a further loss of confidence, both at home and abroad, in its economic and budgetary position. Be
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tween June 23 and July 15 the Reichsbank’s gold stock and foreign exchange reserve declined by about $3,300,- 000, notwithstanding the fact that during this period a central bank credit of approximately $100,000,000 was made available, directly, and an American private bank credit of $50,000,000 was made available, indirectly, to the Reichsbank.
The rapid depletion of Germany’s liquid banking resources during June and July made critical a situation which had never fully recovered from the lesser crisis of October 1930. The gold and foreign exchange reserve of the Reichsbank, which stood at $700,000,000 on September 15, 1930, was only $613,000,000 at the end of May1931, and the precipitous decline from that point until mid-July reduced the central bank’s reserve by $258,000,- 000 or about 42%. This movement was tantamount to a run on the German banking system and placed that system in the impossible position of being called to meet, upon demand, many obligations which ordinarily would have been in effect, deferred liabilities. Nor could German industry adjust itself overnight to the contraction in the supply of available credit which follows upon such a diminution of banking resources. The seriousness of the crisis and the extent of Germany’s loss of funds was emphasized on July 13 when one of the largest banks in Berlin was forced to close its doors, and on July 15 when the Reichsbank’s reserve of gold and foreign exchange held against its note circulation fell below the ordinary legal minimum of 40 per cent to 35.8 per cent. Prevention of a complete breakdown, when undertaken at this point, required stringent conservation measures at home, to the end that confidence might be restored, and enlightened action upon the part of Germany’s foreign creditors, to the end that those economic activities which would ultimately provide for the liquidation of credits extended to German business and industry could proceed with as little disturbance as possible.
The German Government and the Reichsbank acted within the framework of this general program. The Government, by presidential decree, promulgated various restrictive measures affecting banking and foreign exchange operations and trading on the security exchanges. July 14 and 15 were made official bank holidays and subsequently all banks, but the Reichsbank, the so-called private banks of issue, and the Gold Discount Bank, were restricted in their operations to a limited class of business including, chiefly, delivery of cash and transfers of funds to meet wages, salaries, taxes, unemployment aid, and social welfare payments. These restrictive measures were progressively modified but not eliminated during the remainder of the month. Control of all foreign exchange operations was placed in the hands of the Reichsbank which, on its part, advanced its discount rate from 7 to 10 per cent and then to 15 per cent and its rate for loans on securities from 8 to 15 per cent and then 20 per cent. The principal business and industrial concerns of Germany, with a view of securing the continuance of foreign shortterm credits, offered to provide 500,000,000 reichsmarks (approximately $119,000,000) as a deficiency guarantee of credit transactions entered into by the Gold Discount

Bank. This offer was accepted and officially sanctioned by governmental decree.
Germany’s foreign creditors also mobilized for her assistance in the chief creditor countries. In the United States the Federal Reserve Bank of New York announced, on July 14, that it had, in association with other Federal Reserve Banks, and with the approval of the Federal Reserve Board, agreed to renew its participation— approximately $25,000,000—in the outstanding $100,- 000,000 central bank credit to the Reichsbank, originally announced on June 25. On July 16, the bankers of the City of New York were able to reach an informal voluntary agreement upon a uniform course of action with regard to their business with their respective German clients, and this agreement was supported in several other cities of the country. These informal and day-to-day understandings provide, for the present, that German checks and cable orders will be honored to the extent of German credit balances, and that acceptance lines then outstanding and in use and time deposits, advances and loans in Germany will be maintained at about their then existing amount. In this connection it is important to note that these informal agreements, to a considerable degree, merely extended an already existing situation. Figures available to this bank indicate that short-term credits extended to German clients by banks and bankers in this country were substantially maintained during the month of June, and only slightly less inclusive figures covering banks in New York City show a small increase in the amount of such credits during the first half of July.
The combined result of the measures of control and relief taken within and without Germany during this period was a modest improvement in that country’s current international position, the previous rapid outflow of funds being practically stopped. From July 15 to July 23 the Reichsbank’s reserve of gold and foreign exchange increased by approximately $5,000,000. At the same time, however, German business suffered severely from credit and banking restrictions, emphasizing the emergency character of the internal measures adopted to meet the crisis.
The credit situation in Germany was a matter of governmental as well as banking concern during the month, and in the week of July 20 a conference of representatives of Belgium, France, Germany, Great Britain, Italy, Japan, and the United States met in London to discuss the problem. The conclusions of the conference were, in general, along the lines of the actions already taken by the central banks and the private banks of the various countries. In addition, the Government representatives recommended that the Bank for International Settlements should be invited to set up a committee of representatives nominated by the governors of the interested central banks to inquire into the immediate further credit needs of Germany and to study the possibilities of converting a portion of Germany’s short-term credits into long-term credits. The conference characterized recent withdrawals of capital
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from Germany as excessive and stated that they were caused by a lack of confidence which is not justified by the economic and budgetary situation of the country.
Central Bank Rate Changes

In addition to the advances in the Reichsbank rate previously discussed, seven other European central banks raised their discount rates during July. Following net sales of gold for export equal to $75,000,000 in the week ended July 22, the Bank of England raised its rate effective July 23 from 2% to 3% per cent. The previous rate had been in force since May 14, at which time it had been lowered from the 3 per cent rate fixed on May 1, 1930. A further increase to 4% per cent was made effective on July 30, following an additional loss of $85,000,000 of gold during the previous week.On July 23 the Austrian National Bank rate was raised from 7% to 10 per cent, following two increases in June which had brought the discount rate up from5 to 7% Per cent. On the 24th the rate of the Hungarian National Bank, which had moved from 5% to 7 per cent in June, was raised from 7 to 9 per cent. On the 20th the rate of the National Bank of Yugoslavia was increased from 6% to 7% per cent, the earlier rate having been in force since June 29. The Bank of Danzig raised its rate three times in July: from 5 to 6 per cent on the 13th, to 7 per cent on the 17th, and finally to 10 per cent on the 28th.Effective July 31, the discount rate of the Sveriges Riksbank (Swedish State Bank) was raised from 3 to 4 per cent. The lower rate had been in force since February 6, 1931.The discount rate of the Bank of Spain, which had stood at 6 per cent since July 17, 1930, was raised to 
6̂ /2 per cent, presumably effective July 8.
Foreign Exchange

During the first part of July the European exchanges were steady and, except for the reichsmark, showed a firm tendency. On the 13th, however, the pound sterling broke suddenly to $4.86, after closing at $4.86 21/32 on the 11th, and by the J 5th had dropped further to

Movements of Foreign

$4.831/4, or considerably below the estimated gold import point to this country, but no gold was taken for shipment from London for New York. All the major European currencies accompanied this movement except French and Swiss francs, the former advancing to $0.0394, or above the gold export point, and the latter to $0.1942 on the 15th, compared with $0.0392% and $0.1941 on the previous day. Reichsmarks, which had been below the incoming gold point since the last week in May and had closed at $0.2369 on July 11, broke to nominal quotations of $0.22 on the 13th and as low as $0.2050 on the 15th. Trading in this currency has been practically suspended in New York since July 12 and trading in the Berlin foreign exchange market has been under the control of the Reichsbank officially since July 15. Between the 11th and the 15th, belgas dropped from $0.1397 to $0.1394, guilders from $0.40293/4 to $0.4027y2, lire from $0.0523 9/16 to $0.0521 3/16, and Swedish crowns from $0.2682 to $0.2672.Immediately after the 15th sterling strengthened, French francs declined to about their earlier level, and other Europeans moved irregularly. On the 24th when sterling rose nearly one cent to close at $4.85%, following the first 1 per cent advance in the Bank of England discount rate, there was a general strengthening in the list. On the 30th, following the second advance in the Bank of England rate, sterling rose to $4.86%. On that date belgas were quoted at $0.1396, guilders $0.4032. lire $0.0523*4, Swedish crowns $0.2675, and Swiss francs $0.1950. Reichsmarks toward the end of the month were quoted nominally at 23.50 cents, as compared with the mid-month low of 20.50 cents. French francs tended to decline during the latter part of July and sold at $0.0392% on the 30th.Japanese yen showed little change during July, though quotations in the second half of the month were slightly lower than in the first half. The weak tendency of the South American exchanges which became evident toward the end of the second week of July was accentuated in the third week, and Argentine pesos sold at $0.6969 on the 15th compared with $0.7262 a week previous, Brazilian milreis at $0.0700 compared with

Quotations at New York
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$0.0750, and Uruguayan pesos at $0.5630 compared with $0.5858. During the latter half of the month Argentine pesos weakened further to $0.6700, milreis declined to $0.0690, and Uruguayan pesos to $0.4500.Canadian dollars were continuously at a discount in July, moving erratically between $0.9981 and $0.9953, or below the import point to this country. The Hong Kong dollar declined from $0.25% on July 1 to $0.24% on the 28th and the Shanghai tael from $0.32% to 
$ 0 .3 0 3 ,4 .

Gold Movement
Gold movements at New York during July were much smaller than in the previous month. The principal imports were $8,250,000 from Argentina, $2,000,000 from Peru, and $2,000,000 from Canada. In addition to these imports, the receipt at San Francisco of $1,250,000 from Japan and $1,500,000 from China was reported. These gains of gold wrere more than offset by an export of $1,000,000 from New York to Italy and by a net increase of $29,700,000 in the amount of gold held under earmark for foreign account, A preliminary estimate indicates that there has been a net loss to the country’s monetary gold stock during July of about $8,000,000, the first monthly reduction in the gold stock since August 1930. Consequently, the net gain of gold for the elapsed part of the year stands at about $355,000,000.Of particular interest abroad during July were the heavy withdrawals of gold from the Bank of England, the net loss amounting to over $150,000,000. Beginning on July 13th and continuing almost daily a total of over $175,000,000 in bars was withdrawn, mainly for shipment to France, with Belgium, Holland, and Switzerland also participating. In addition to these losses a total of over $30,000,000 in sovereigns was withdrawn for export or “set aside.” Receipts at the Bank of England during July totaled about $40,000,000, of which $15,000,000 in sovereigns was reported to have been received from Argentina, Australia, and South Africa; $7,500,000 was obtained in the market ; and $13,750,000 in sovereigns was released from earmark. The bulk of the gold offered in the market, amounting to $15,000,000, was obtained by France. During July, the Reichsbank also lost over $27,000,000 of gold, which was taken mainly for export to France, Holland, Switzerland, and the United States. This includes $11,000,000 which was withdrawn from the Reichsbank for shipment to the United States late in the month and is due to arrive in New York on or about August 1st. A shipment of $4,- 800,000 was received at Berlin from Russia.

Security Markets
Following the strong recovery in the stock market during the greater part of June, stock prices reacted in the first half of July, and the Standard Statistics combined average of ninety selected stocks declined about 11 per cent, losing approximately one-half of the ground gained during the June recovery. Average prices remained, however, about 13 per cent above the early June low. As between industrials, rails, and utilities, the declines were unusually uniform, ranging between 10 and 12 per

cent, and all three groups remained 13 or 14 per cent above the low of June 2. During the second half of July, prices fluctuated irregularly, and showed little net change from the levels of the middle of the month.Trading was in generally small volume throughout the month. On the most active day, sales totaled 3,000,000 shares, and on the dullest full day totaled only 600,000 shares, which was reported to be the smallest turnover for any five hour session since October 1924. On several other days, trading totaled only 700,000 or 800,000 shares.Domestic corporation bonds advanced further in the early part of July, and at the highest point the various price averages were between 1% and 4 points above the lowest levels reached early in June. Accompanying disturbed conditions abroad, however, domestic corporation bonds declined subsequently, and by the close of the month price averages were % to 1% points below the highest levels attained earlier in the month, despite some intermittent signs of strength.Foreign bonds also continued to advance in the first few days of July, and an average of the prices of forty representative issues reached a level nearly 6 points above the June 2 low. Subsequently, however, the foreign list turned extremely weak due to the financial difficulties in Germany and political disturbances in South America. Bonds of German origin broke drastically, in a number of instances declining more than 20 points, and other foreign issues, particularly South American bonds, also were unsettled. The average of 40 issues showed a loss of 7*4 points from the level attained early in the month, and reached a lower level than for any time since the beginning of 1925, the period for which the data are available.United States Government bonds firmed slightly in the first part of July, rising a little less than  ̂of a point. Subsequently throughout the entire period of sharpest fluctuations in domestic corporation and foreign bonds, United States Government’s were generally steady, but toward the end of the month declined about
14 point, and closed slightly lower than at the end of June.
New Financing

The amount of new securities publicly offered during July was below the volume of the previous month and also considerably less than the flotations of July 1930. Some seasonal falling off in new security offerings usually occurs between June and July, but it appears that flotations this July were retarded by the reactionary tendencies in the security markets and the general feeling of hesitancy which attended the disturbed conditions in Europe. The largest part of the month’s total represented public utility issues, several of which were one- year note issues floated at unusually low rates of interest. Most of the remainder of the month’s financing represented comparatively small State and municipal issues and a $15,000,000 Federal Intermediate Credit Bank debenture issue. Foreign financing was limited to small Canadian offerings.Offerings of stocks and bonds, both for domestic and foreign account, and for refunding as well as new capital purposes, during the first half of 1931 amounted
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to $3,040,000,000, as compared with $2,530,000,000 in the second half of 1930 and $5,070,000,000 in the first six months of 1930. Foreign security flotations for new capital purposes during the first six months of 1931 aggregated only $229,000,000, as compared with $271,- 000,000 in the second half of last year and with $752,- 000,000 in the first half of 1930. New capital flotations for domestic borrowers were somewhat larger than in the latter half of 1930, but were substantially smaller than in the first half of last year.The period during which new security flotations have been restricted by general business and security market conditions has now extended for nearly a year. During this period there has been a notable change in the character of new issues, which is illustrated by the accompanying diagram, based on data compiled by Moody’s Investors Service. This diagram shows for each quarter of 1921-1931 the average monthly amount of “productive” issues put out by domestic corporations, States, and municipalities, and the ratio to total domestic new capital issues. “Productive” issues include those whose purpose is clearly the obtaining of new capital which will be used, directly or indirectly, for construction or improvement of plant or equipment, or for construction of buildings or engineering projects; new capital issues not classified as 4 ‘ productive ’ ’ include those whose purpose is the acquisition of other companies or to provide funds for investment purposes, and issues to provide working capital. Refunding issues are excluded throughout. It appears from these figures that while the amount of “productive” issues recently has not been particularly heavy, it has constituted a large proportion of total new capital issues; in recent quarterly periods the average monthly amount of “productive” issues has been between 60 and 80 per cent of the total, as against little more than 20 per cent during part of 1929, when security issues were much increased by 4 4 non-productive7 ’ issues of the investment trust type. It will be seen from the chart that, after declining from 1924 to 1929, the ratio of productive issues has been rising, and recently has reached the highest level since 1924. The actual volume of “productive” issues reached a high level in the first half of 1930—in
PER C E N T MILLIONS OF DOLLARS

Average Monthly Amount of Productive Security Issues Floated 
Each Quarter of 1921-1931, Together with Ratio to Total New 

Capital Issues (Based on Moody’s Investors Service figures)

fact, a higher total than for any time since the second quarter of 1924—and even during the reduced flotations of the second half of 1930 and the first half of 1.931 the volume has remained somewhat above the low points of 1927-1929.
Building

The value of building contracts awarded during June in 37 States was 8 per cent larger than the preceding month’s total, according to the F. W. Dodge Corporation report, but showed a large reduction from the total of June 1930, which included an unusually heavy volume of contracts for public works and utilities. The increase from May to June was entirely due to an increase in contracts for public works and utilities.In the first three weeks of July, the average daily amount of building contracts awarded was reduced somewhat more than seasonally from the June level. This drop was accounted for solely by a sharp reduction in public works and utilities, as residential and other nonresidential contracts were well maintained.Contracts awarded in Metropolitan New York and vicinity during the completed six months of this year showed a 20 per cent reduction from a year ago, a smaller decrease than was indicated for the whole reporting area of 37 States. Residential building contracts were 39 per cent larger than in 1930 in this district—the only important district east of the Rocky Mountains to show a gain. The increase in residential activity, however, was more than counterbalanced by reductions of 20 per cent in public works and utility projects and of 52 per cent in other non-residential work.
Production

Further curtailment of industrial production has been reported in July, at least part of which, however, has been of a seasonal nature. Activity in the steel industry declined steadily through the third week of the month when the Iron Age operating ratio was estimated at 30 per cent of theoretical capacity, as compared with 36 per cent toward the close of June, but the report for the last week of July showed an increase in the ratio to32 per cent. Further seasonal contraction was reported in the automobile industry, and cotton goods production averaged somewhat lower than in June, but the output of crude petroleum and of bituminous coal was somewhat higher.The decline in productive activity during June proved to have exceeded the average seasonal reduction of past years, and the preliminary index of industrial output of the Federal Reserve Board dropped 3 points further to86 per cent of the 1923-1925 average, and was only 4 points above the December low. Steel ingot and pig iron production showed declines of 17 and 15 per cent, respectively, from the May levels, or substantially more than ordinarily occurs; output of lead dropped 20 per cent, and production of zinc declined somewhat more than usually. Output of crude petroleum showed a moderate increase, but production of anthracite coal declined more than seasonally, and coke production was also curtailed; production of bituminous coal was little changed from the May level as a result of a substantial increase in min
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ing activity toward the end of the month. Production both of passenger automobiles and of motor trucks showed more than the usual reduction in June. Among the textiles, wool mill activity increased, but mill consumption of raw cotton showed about the usual June decline, and a reduction of considerably more than seasonal proportions occurred in mill consumption of silk. Declines were shown also by this bank’s indexes of production of wheat flour, tobacco products, and boots and shoes, and of slaughterings of livestock.
(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

June April M ay June

Metals
100 64 64 56

Steel ingots..................................................... 101 66 65 58
Copper, U. S. mines..................................... 81 64 63 63 p
Lead.................................................................. 90 62 66 53
Z inc.................................................................. 78 50 43 41
Tin deliveries................................................. 86 84 86 73

Automobiles
Passenger cars................................................ 76 65 65 50p
M otor trucks.................................................. 87 79 76 7 2p

Fuels
Bituminous coal............................................. 96 83 79 80
Anthracite coa l........................................ 81 90 77 70
Coke................................................................. 99 72 71 65
Petroleum, crude........................................... 95 87 87 86
Petroleum products...................................... 92 81 82 80

Textiles and Leather Products 
Cotton consumption.................................... 73 82 79 78
W ool mill activ ity......................................... 80 74 85 89
Silk consumption........................................... 64 84 92 79
Leather, sole................................................... 104 89 82 83 p
Boots and shoes............................................. 87 110 113p

92

97 p

Foods and Tobacco Products
Live stock slaughtered................................. 92 99 84
Wheat flour.................................................... 102 91 83 r 81
Sugar meltings, U. S. ports........................ 74 71 65 69
Tobacco products......................................... 107 98 100 97

Miscellaneous
Cement............................................................ 118 87 92 93
Tires................................................................. 81 70 80
Printing activ ity ........................................... 94 85 84
Paper, newsprint........................................... 96 89 88 88p
Paper, other than newsprint...................... 91 84p 84p
W ood pulp ...................................................... 98 78 78 p

p Preliminary r Revised

Employment and Wages
Factory employment for the country as a whole declined 2 per cent more than seasonally in June, following movements from January to May that were largely seasonal in nature. In reporting New York State factories, the number of workers showed a reduction of 3 per cent, the largest May to June decline since the compilation of these figures was begun in 1914.Factory payrolls showed even larger reductions than factory employment, and in New York State average weekly earnings dropped 62 cents to $26.34, the lowest figure since early in 1923. During the past year and a half, factory payrolls have declined 31 per cent and average weekly earnings have declined about 11 per cent. During the same period the cost of living index of the Bureau of Labor Statistics has declined 13 per cent. From these comparisons, it appears that the purchasing power of the average worker who has retained his employment has not changed materially during the past year and a half, even though he may not have had fulltime employment, but that the purchasing power of factory employees as a group has been considerably re

duced by unemployment, despite the reduction in the cost of living.According to the United States Employment Service, out-of-door employment continued to show seasonal improvement during June. Despite the increase in agricultural employment, however, the supply of farm labor, according to the Department of Agriculture, greatly exceeded the demand on July 1, and wages paid to hired workers reached the lowest level recorded in the past fifteen years.The ratio of orders for workers to applications for employment at New York State employment offices declined during June, and this downward tendency continued in July. A small decline was also shown in the rate of voluntary labor turnover in June, and lay-offs were almost as numerous as last July and August.
Indexes of Business Activity

This bank’s indexes of business activity showed no consistent change in June. On the side of further recession, freight car loadings declined slightly from the May level, whereas ordinarily little change takes place in loadings of merchandise and miscellaneous freight, and a seasonal increase occurs in loadings of bulk materials. On the other hand, average daily department store sales in this district rose 4 per cent from the May level, or more than the usual seasonal movement, and the number of new corporations chartered in New York State did not show the usual seasonal decline. In addition, there occurred a marked reduction in the number of business firms that failed in June; failures were below the corresponding month of the preceding year for the first time since November 1929. Changes of about the average seasonal amount were shown in foreign trade, in sales of life insurance, in advertising, and in bank debits.In the first three weeks of July, car loadings of merchandise and miscellaneous freight, after seasonal adjustment, averaged somewhat lower than for the month of June.
(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

June April M ay June
Primary Distribution

Car loadings, merchandise and misc........ 92 80 79 78
Car loadings, other....................................... 89 74 68 65

81 63 64 63 p
93 76 74 75 p

Panama Canal traffic in American vesselsr 93r 7 8r 76r

Distribution to Consumer
Department store sales, 2nd Dist............. 99 102 95 99
Chain store sales, other than grocery.. . . 89 88 87 84
Life insurance paid for r .............................. 95r 93 r 92r 92r

87 78 77 76
General Business Activity

Bank debits, outside of New York City.. 104 85 86 86
Bank debits, New York C ity..................... 141 103 102 102
Velocity of bank deposits, outside of New

York C ity ................................................... 114 90 91 89
Velocity of bank deposits, New York City 146 99 93 96
Shares sold on N. Y. Stock Exchange r . . 222r 130r 117r 157r
Postal receipts............................................... 94 87 87 84
Electric power................................................ 91 83 80 78
Employment in the United States........... 92 80 80 78
Business failures............................................ 106 108 109 98
Building contracts......................................... 115 59 60 62
New corporations formed in N. Y . State. 90 89 86 94
Real estate transfers.................................... 65 55 54 52
General price level*...................................... 169 155 153 150
Composite index of wages*........................ 225 217 216 215
Cost of living*............................................... 165 149 149 148

p Preliminary rRevised *1913 average=100
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Foreign Trade
The value of this country’s foreign merchandise trade during June continued the general downward course of the past two years, although the declines from May to June were about in accordance with the usual seasonal movement. Exports, valued at $187,000,000, were 37 per cent smaller than a year ago, and were the smallest in dollar amount since September 1914, while imports of $176,000,000 were 30 per cent less than in June 1930. The resulting favorable balance of trade was the smallest since May 1929, wrhen a small excess of imports developed.The quantity of raw cotton shipped abroad in June was 38 per cent larger than a year previous, but because of the much lower prices, the value was less than in June 1930. Quantity shipments abroad of grains and grain products also showed an increase of about 13 per cent over June 1930, and receipts of raw silk, crude rubber, and coffee increased substantially in volume compared with a year ago.For the fiscal year ended June 1931, exports amounted to $3,084,000,000 and imports to $2,437,000,000, showing decreases of 34 and 37 per cent, respectively, from the previous fiscal year. Among the leading commodities, the quantity of raw cotton exports declined very slightly from the previous year’s total, and the quantity of crude rubber imports was reduced only 11 per cent; receipts of raw silk increased 8 per cent in volume and coffee 14 per cent. A considerable part of the loss in total foreign trade values during the past year was accounted for by lower commodity prices.

Wholesale Trade
The June sales of reporting wholesale dealers in this district averaged about 10 per cent less than a year ago, the smallest year-to-year decline since February 1930. Following substantial decreases in May, sales of men’s clothing and of hardware showed smaller reductions from a year ago than in a number of months, and sales of drugs were less than 2 per cent below last year. In  addition, yardage sales of silk goods, reported by the Silk Association of America, after declining temporarily in May, were nearly half again as large as in June 1930. Sales of groceries, cotton goods, shoes, stationery, and paper, however, continued to be substantially below the previous year, and the sales of jewelry and diamonds were more than 40 per cent smaller than in June 1930. Machine tool orders, reported by the National Machine Tool Builders Association, also remained considerably below a year ago.Sales of reporting wholesalers for the first six months of 1931 averaged 20 per cent smaller than in the corresponding period of 1930. All lines showed decreases, except silk goods, sales of which are reported in yardage rather than value.
The end of June stocks of merchandise in all reporting lines, except drugs and hardware, were substantially below a year previous. Collections in June averaged better than in 1930, whereas in the two-previous months slowrer collections were reported.

Commodity

Percentage 
change 

June 1931 
compared with 

June 1930

Per cent of 
charge accounts 

outstanding 
M ay 31 

collected in June

Percentage
change

in
net sales

Net
sales

Stock 
end of 
month

1930 1931
Junel931

from
Mayl931

First six 
mos.1931 
froml930

— 18.2 —  8 .7 71.6 75.7 +  6 .3 — 16.9
Men’s clothing............... —  5 .0 37.1 39.1 — 15.0 — 29.3
Cotton goods.................. — 21.3 — 29‘.4 34.7 34.8 +  7 .4 — 25.2

+ 49 .1* — 16.2* 46.9 57.0 +  0 .2* +  8 .9 *
— 10.7 — 42.0 41.9 46.0 + 1 2 .4 — 19.8
—  1.7 + 2 3 .9 26.3 34.2 —  1.9 —  6.6
—  4 .4 —  0 .5 47.3 47.6 —  1.7 — 15.4

Machine tools**............ — 41.5 — 15.6 — 45.1
— 24.2 76.3 7 i .5 +  3 .7 — 21.8
— 19.4
— 49.0 —45 ’.3

61.3 
} 22.1

55.5 
} 19.6

—  8 .8  
— 32.4

— 22.0
— 37.5

— 43.4 — 27.6 + 1 2 .0 — 34.6

Weighted average. . . —  9 .6 49.0 52.1 —  1.5 — 19.6

* Quantity not value. # Reported by the Silk Association of America 
** Reported by the National Machine Tool Builders Association

Department Store Trade
Sales of reporting department stores in this district during June ŵere slightly larger than in the corresponding period of last year, following the large decrease reported for May. The more favorable comparison of sales with those of a year ago wras due partly to an extra selling day in June of this year, but after adjustment for this the daily rate of sales showed the smallest decline from a year ago since March. Increases in sales over June of last year were reported in New York City, Newark, and Westchester, and the declines reported in the other sections of the district, ranging from 1 per cent to 12 per cent, were generally the smallest in recent months. Sales of the leading apparel stores showed an 8 per cent decrease from last year, a smaller decline than in either of the two previous months. For the first six months of 1931, department store sales showed a 6.6 per cent decline from 1930, and apparel store sales a decline of 8.6 per cent.Stocks of merchandise on hand at the end of June, valued at retail prices, were even further below the level of a year ago than in May. The rate of collections on charge accounts during the month was slightly lower than in June 1930, but compared more favorably with a year ago than in May.

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
M ay 31 
collected 
in June

Net sales Stock 
on hand 
end of 
month 1930 1931

June
January 
to June

Northern New York State. . . .
Southern New York State........
Hudson River Valley District .
Capital District............................
Westchester District...................

+  0 .2
—  5 .5
—  1 .2  
—  8 .0  
+  5 .5
—  2 .3
—  6 .4  
— 12.2
—  7 .3
—  8 .3
—  9 .4  
+  6 .0

—  6 .7
—  8 .6
—  5 .9
—  8 .2
—  4 .6
—  8 .7
—  8 .2
—  8 .5
—  8 .8  
—  9 .9  
— 11.0  
+  2 .8

— 14.7
— 15.2
— 10.0
— 17.3
— 17.6
— 16.3
— 11.8

48 .9
48 .6
3 9 .0
2 8 .3
4 2 .8
4 1 .3
3 4 .8

48 .8
4 7 .9  
3 9 .6
27 .3
4 2 .4
3 8 .4
34.5

All department stores............ +  0 .2 —  6.6 — 15.0 4 5 .4 4 4 .9

Apparel stores.......................... —  8 .3 —  8 .6 — 17.9 43 .9 4 3 .4
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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

(Sum m arized by  the F ederal E eserve B oa rd )

I N D U S T E IA L  production  showed m ore than the usual seasonal decline in 
June, and fa cto ry  em ploym ent and pay  rolls decreased. W holesale prices, 

which had continued to decline until the end o f  M ay, advanced in  June, 
but fo r  m ost com m odities declined aga in  in  the first h a lf o f  Ju ly.

Production

A  decrease in industrial output from  M ay to June was reflected in a 
decline in  the B o a r d ’ s index o f  industrial production , which is ad ju sted  fo r  
seasonal variations, to 86 per cent o f  the 1923-1925 output, as com pared with 
89 per cent in M ay. T aking  the second quarter o f  the year as a whole, p ro 
duction  has averaged about 4 per cent above its low  level in  the last three 
months o f  1930.

The reduction o f  a ctiv ity  in June was m ost m arked in  the iron  and steel 
industry, w ith steel plants operating at 38 per cent o f  capacity . A utom obile  
output declined further, and there was som e recession in  p roduction  o f  lum ber, 
m eat products, and flour. Petroleum  output, however, was not reduced. 
A ctiv ity  o f  textile m ills and shoe fa ctories  continued in re latively  large 
volum e; in  the w oolen industry, activ ity  was sustained at the unusually high 
level o f  M ay, and the decline in the consum ption o f  cotton  was not in  excess 
o f  the usual seasonal am ount.

D u rin g  the first h a lf o f  Ju ly, there were fu rther reductions, partly  
seasonal in nature, in  output o f  steel, autom obiles, and lum ber.

F a ctory  em ploym ent was fu rther reduced by  nearly 3 per cent, and pay 
rolls declined b y  6 per cent betw een the m iddle o f  M ay and the m iddle o f  
June. T he largest decreases w ere in  the steel, m achinery, and w om en ’s cloth 
in g  industries, while reductions at autom obile plants and cotton  m ills were 
partly  seasonal in  character, and em ploym ent at w oolen and hosiery m ills 
increased.

B u ild in g  contracts awarded in June were som ewhat larger than in M ay, 
but declined again  in  the first h a lf o f  Ju ly . Since the early spring, awards 
have not increased as much as is usual fo r  the season. In  residentia l bu ild in g  
there has been relatively  little  change fo r  about a year and a h a lf, except 
fo r  seasonal fluctuations, and the decline in construction  has been chiefly  in 
other types o f  bu ild ing, prin cip a lly  pu blic  works and utilities.

Distribution

A t departm ent stores, d aily  average sales were seasonally sm aller in June 
than in  M ay. F reigh t-car loadings were also reduced, reflecting p rin cip a lly  a 
fu rther reduction in  loadings o f  m iscellaneous com m odities.

P r ic e s

D uring June wholesale prices o f  m any com m odities advanced considerably, 
a fter  having reached low  levels late in  M ay and early in June. P rices o f  live 
stock and m eats increased ; and a fter  June 21 there were rap id  advances in 
prices o f  raw m aterials im portant in w'orld m arkets, especia lly  cotton, hides, 
sugar, silk, copper, silver, and rubber. Subsequently, however, m ost o f  these 
prices receded somewhat, although in  m id -Ju ly  they were, in general, above 
their lowest levels. The price o f  w heat declined during June and the first 
h a lf o f  Ju ly, as the dom estic price  becam e ad ju sted  to w orld  levels.

Bank Credit

A t reporting  m em ber banks in  leading cities, loans on securities continued 
to decline between the m iddle o f  June and the m iddle o f  Ju ly , while all 
other loans increased b y  $140,000,000. This increase wras concentrated at 
N ew  Y ork  City banks, and was largely  in  the fo rm  o f  acceptances purchased 
in  the open m arket. M em ber b a n k s ’ investm ents continued at about the 
same level as in M ay and early  June.

N otw ithstanding a fu rther add ition  o f  $77,000,000 to the cou n try ’s stock 
o f  m onetary go ld  between the wreeks ended June 20 and J u ly  18, there was 
no decrease in F ederal Eeserve B ank cred it outstanding. D uring the period  
the Eeserve B a n k s ’ p o rt fo lio  o f  U nited States securities was increased by  
$75,000,000, while their com bined hold ings o f  acceptances and o f  discounts fo r  
m ember banks decreased by  approxim ately  the same am ount. The gold  inflow  
provided  m em ber banks w ith fu nds to m eet an added dem and fo r  currency, 
as well as to increase their balances w ith the Eeserve Banks. There was also 
a considerable grow th  in fo re ig n  bank deposits w ith  the Eeserve Banks.

Money rates continued at low levels.
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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 is t r ic t

Federal Eeserve Agent Federal Eeserve Bank, New York September 1> 1931

Money Market in August
The money market was subject to recurrent demands of unusual character during August, but, chiefly because of a considerably increased use of Federal Reserve credit, the supply of funds in the market was ample during most of the month, and money rates remained at practically the same levels as in the latter part of July.The increase in Federal Reserve credit, as the accompanying diagram indicates, was well in advance of the usual autumn expansion, and carried the volume outstanding to the highest level since the past year-end period. There were two principal causes of the demand for Federal Reserve credit: first, the continued transfer of a large volume of foreign bank funds from active employment in the money market to inactive deposits in the Reserve Banks; and, second, an unseasonal demand for currency. In addition there were other influences of a more temporary nature, such as the sale of $60,000,- 000 of Treasury bills on a date when there were no maturing securities, an operation which had the effect of transferring $60,000,000 from the commercial banks to Government deposits in the Reserve Banks pending their disbursement.Between the middle of June and the middle of August, nearly $175,000,000 was taken out of the New York money market by the increase in foreign bank deposits in the Reserve Banks. Until June these funds had been kept invested in acceptances and to some extent in Government securities, but subsequently, as the acceptances or securities matured, the funds were not reinvested but were placed in the deposit accounts of foreign correspondents in the Reserve Banks in accordance with instructions received from these correspondents.The currency withdrawals from all Reserve Banks during August were approximately $150,000,000 in excess of the usual seasonal requirements. This unseasonal demand for currency reflected chiefly the strengthening of vault cash supplies by banks and the withdrawal of funds by depositors in localities in various parts of the country where bank suspensions occurred during the month.Until August the losses of funds sustained by the commercial banks in connection with the transfer of foreign funds to the Reserve Banks and the unusual currency demands were provided for largely out of funds obtained through gold imports or out of excess reserves which the banks had previously acquired. Early in August, however, the excess reserves were largely used up, and there

after an increase in Federal Reserve credit was necessary to meet the continuing demands on the banks. This was provided in part through Reserve Bank purchases of $50,000,000 of Government securities, in part through an increase of about $60,000,000 in discounts for member banks, and more largely through an increase of more than $100,000,000 in Reserve Bank holdings of dollar and foreign currency acceptances. A considerable part of the increase in holdings of dollar acceptances was of a temporary character, taking the form of purchases of acceptances under sales contracts from bill dealers at times when the commercial banks were not in the market for bills because of other demands on them.
Money Rates at New York

Aug. 29, 1930 July 31, 1931 Aug. 31, 1931

Stock Exchange call loans........................ 2 IX IXStock Exchange 90 day loans................. n2H-2H t f l  M -i X tUM-lXPrime commercial paper.......................... 3 2 2
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans.. 
Treasury certificates

IK % %
f 4 .00 f3 .58 t3.44

Maturing December 15 (yield)...........
Maturing March 15 (yield).................

Federal Reserve Bank of New York re

1.58 .42
.47

.45

.48

discount rate...........................................
Federal Reserve Bank of New York

2 X IX IX
buying rate for 90 day indorsed bills. %2 1 1

ttNom inal tAverage rate of leading banks at middle of month 
j i -7 5  days— 1%  per cent

M ILLIONS OF DOLLARS

Total Volume of Reserve Bank Credit Outstanding, 1931
Compared with 1930
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Except for a brief period of slightly firmer conditions early in the month, money rates were generally steady in August at the levels prevailing in the latter part of July.Evidence of a continued tendency for commercial banks to adjust the interest paid on deposits downward into closer conformity with the present rates of return on invested funds is contained in reports from all parts of this district. This is indicated in the following table which shows the number of banks outside of New York and Buffalo paying various rates of interest on time deposits.

Rate of Interest
Number of banks paying 

specified rates prior 
to January 1, 1931

Number of banks paying 
specified rates 
July 1, 1931

3 36 166
3M 12 271
4 818 496
4M 1 4
I 'A 126 59
4M 1 1
5 5 2

999 999

Up to the beginning of 1931 over 80 per cent of the commercial banks outside of the two largest cities of the district paid 4 per cent on time deposits; only 5 per cent paid lower rates; and 13 per cent paid 4% per cent or more. Many reductions were made effective by July 1, and on that date less than 50 per cent of the banks were still paying 4 per cent on time deposits; 44 per cent were paying 3 or 3̂  per cent; and only 6 per cent continued to pay 4% per cent or more. The movement toward lower interest rates has continued in New York City also, and commercial banks generally now pay 2 per cent on compound interest accounts.
M em b e r  B a n k  C redit The loans and investments of weekly reporting member banks declined substantially during the past month, both in this district and elsewhere. In the four weeks ended August 19, security loans of all reporting banks declined nearly $120,000,000, all other loans (including acceptances purchased) declined more than $70,000,000, and investments w7ere reduced about $95,000,000, making a total reduction of approximately $285,000,000.Since July 1, the reduction in the total loans and investments of weekly reporting banks has amounted to nearly $500,000,000. This decline added to the preceding decline since the autumn of 1929 of about $2,000,000,-000 in the loans and investments of all member banks makes a total shrinkage in member bank credit of about the same amount as in the post-war liquidation of 1920- 1922. The reduction in loans has amounted to about $4,750,000,000, but this decline has been partly offset by an increase of about $2,250,000,000 in investments.

B il l  M a r k e t  
During the first week of August the volume of business in the bill market was light and dealers’ portfolios were little changed. In the succeeding week, the reserve position of the New York City banks became unfavorable, and in an effort to correct this position, the banks

MILLIONS OF DOLLARS

Holdings of Bankers Acceptances by Accepting Banks and 
Bankers that Report Their Outstandings to 

American Acceptance Council

sold a substantial volume of bills to the dealers, whose portfolios more than doubled. These bills were temporarily sold by the dealers to the Reserve Bank under repurchase agreement, in addition to wrhich the Reserve System’s bill portfolio was increased by purchases of a smaller amount of bills directly from the New York banks. In the week ended the 19th, a return of funds to the New York market placed the banks in the position of again being buyers of bills, with the result that dealers’ portfolios were considerably reduced and bills sold to the Reserve Bank during the previous week were repurchased by the dealers. During the balance of the month, dealers’ purchases and sales of bills were light, with some tendency toward a reduction in dealers ’ stocks.Federal Reserve holdings of bills for own account were increased $114,000,000 between July 29 and August 26, due in part to net purchases of domestic bills and in part to acquisition of foreign currency bills abroad. On the other hand, the volume of dollar acceptances held by the Reserve Banks for foreign correspondents was reduced further in August.During the month of July, the total volume of American acceptances outstanding declined $140,000,000 to $1,228,000,000. Meanwhile, the group of accepting banks and bankers that report their outstandings to the American Acceptance Council increased their investment holdings of bills by $115,000,000 to $668,000,000, a new high figure, as the accompanying diagram indicates, and equivalent to 54 per cent of the amount of bills outstanding. The increase in the bill holdings of accepting institutions in July was accounted for by a reduction in Federal Reserve holdings of domestic bills for own account, by a large decrease in the amount of bill investments of foreign correspondents in this market, and by a decline in dealers’ portfolios of bills, the total of which was larger than the reduction in bills outstanding.
C o m m e r c ia l  P a per  M a r k e t  

Reports from leading commercial paper dealers indicated the continuance of a quiet market during August, due primarily to the dearth of open market pjper available. Investment demand on the part of the commercial
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banks throughout the country remained of substantial volume, and prime paper was quickly absorbed at the prevailing rate of 2 per cent, with extra choice names taken at slightly below that level whenever they came into dealers’ offering lists.A further decline of about 1 per cent occurred during July in the amount of commercial paper outstanding through 20 reporting dealers. The outstandings of $289,000,000 on July 31 continued to be about 45 per cent smaller than at the corresponding time a year ago.
Banking and Credit Abroad

The center of attention abroad shifted during August from Berlin to London where a combination of factors was exercising a depressive effect upon the exchange quotation of the pound sterling. As reported last month, the Bank of England sustained a net loss of some $160,000,000 of gold in the second half of July, and in that fortnight raised its rate of discount in two steps from 2y2 to 4y2 per cent. These corrective measures were followed by the granting of a cooperative central bank credit, announced by this bank on August 1 in the following terms:
The F ederal R eserve Bank o f  N ew  Y ork , in association 

w ith other F ederal Reserve Banks, has agreed to purchase 
from  the Bank o f  E ngland, i f  requested, up to  the ap p rox i
mate equivalent o f  $125,000,000 o f  prim e com m ercial b ills. 
This agreem ent o f  the F ederal Reserve Bank o f  N ew  Y ork  
has been made in cooperation  w ith the B ank o f  France as a 
part o f  a cred it arrangem ent in fa vor  o f  the Bank o f  E n g 
land, a ggrega tin g  in all about $250,000,000.

Moreover, the Bank of England on August 1 by Treasury Minute under the terms of Section 8 of the Currency and Bank Notes Act of 1928, increased its fiduciary note issue by £15,000,000 to £275,000,000, thus, in effect, releasing £15,000,000 of gold for other uses than as cover for note issue. This measure was originally taken for a period of three weeks and then renewed for a further three weeks.The drain of gold out of London to the Continent was appreciably abated during August, and after the 10th of that month, withdrawals from the Bank of England were inconsiderable. Actually, between July 29 and August 26 the Bank of England reported a net gain of £1,335,000, or $6,500,000, its gold bullion stock on the latter date standing at £134,644,000, or $655,250,000. Sterling exchange held fairly steady during this period at a level well above the point at which gold shipments to the United States or to most other countries would have been profitable. On the 28th of August simultaneous announcement was made in New York and in Paris that private banking groups had agreed to extend to the British Government a credit of $200,000,000 in each center.In Germany, restrictions on the withdrawal of deposits in commercial banks were raised on August 5, and the large banks which had temporarily suspended payment were enabled to resume business. On August 8 full liberty to withdraw savings deposits wras restored. Satisfaction has been expressed by the German authorities with the restraint and the confidence displayed by the public since the return to normal deposit banking.

Foreign exchange deliveries are still under the control of the Reichsbank, but a number of the more stringent limitations earlier enforced have now been liberalized. On August 12 the Reichsbank’s official rate of discount was lowered from 15 to 10 per cent, the rate for loans on securities being simultaneously brought down from20 to 15 per cent, and on the 19th the loan rate was further reduced from 15 to 12 per cent. The Reichsbank reported on August 23 a visible reserve of gold and foreign exchange amounting to $399,800,000 against a low of $354,600,000 on July 15. On August 23, also, its reserve ratio, at 41.5 per cent, was above the statutory minimum of 40 per cent for the first time since July 7.
The negotiations reported last month to have been carried on directly between New York bankers and their German banking debtors were continued after August 8, in cooperation with banking creditors in other markets, through the international committee set up in accordance with the recommendation of the London seven- power conference for the study of Germany’s credit position and requirements. On August 19 that committee announced from Basle, Switzerland, that agreement, in principle, had been reached on a plan whereby foreign credits outstanding to German debtors would be maintained for a maximum period of six months. In addition! to the guarantees originally obtaining, two additional forms of security are afforded by the Basle agreement. One is the association of a direct responsibility on the part of the ultimate German user of the credit with that of the German debtor bank itself. The other is the guarantee of the German Gold Discount Bank for a certain proportion of the credits. An individual agreement in an approved standard form will be made in every instance directly between the German debtor bank and the foreign creditor bank. The international committee accepted a figure of 5.1 billion reichsmarks, or about $1,214,000,000, as the total short term foreign indebtedness of the German banks around July 15. This total excludes direct short debt of public bodies and of non-banking enterprise, which are estimated at some $548,000,000 additional. A sample inquiry made in respect of 28 banks owing over $1,000,000,000 at short term abroad, revealed that the American portion thereof was equivalent to 37.1 per cent.

Central Bank Rate Changes
The Reichsbank on August 12 reduced its discount rate to 10 per cent from the 15 per cent rate put into effect August 1. At the same time the “lombard,” or loan rate, was reduced from 20 to 15 per cent, and on the 19th a further reduction in this rate to 12 per cent was effected. On August 5, the National Bank of Czechoslovakia raised its rate from 4 to 5 per cent; on the 10th, the Bank of Danzig rate was lowered from10 to 7 per cent; and on the 11th, the discount rate of the Bank of Portugal was reduced from 7% to 7 per cent.
A seasonal increase from 6 to 7 per cent was effected on August 6 by the Imperial Bank of India, and the Central Bank of Chile lowered its rediscount rate to member banks from 9 to 8 per cent on the 5th and from 8 to 7 per cent on the 26th.
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Irregular movements in many currencies characterized the foreign exchange market during August. Sterling broke from $4.86 1/16 on the 3rd to slightly below $4.85 on the 7th, but a gradual recovery followed until the 11th, after which it fluctuated between $4.85% and $4.85% until the 25th. On that date, when the announcement of the new National Government was made, sterling1 went to $4.86 and gained a further 3/16 of a cent on the next day, but was quoted at $4.85 31/32 before the month closed. French francs declined to $0.0391 9/16 on the 7th, but by the 15th had recovered to $0.0392, or not greatly below the highest level of the month. Reichsmark quotations during the first half of the month varied between $0.2350 and $0.2375; on the 17th they rose to $0.2380, but receded to $0.2367 on the 21st, and closed the month at $0.2374. Only the Dutch, Belgian, and Swiss currencies remained consistently above par throughout the month, though they too were subject to considerable fluctuation. Italian lire moved within narrow limits, and the Scandinavians, though somewhat lower during the course of the month, closed at about the opening levels. Pesetas dropped from $0.0903% on the 1st to a new low of $0.0852 on August 6, after which there was a steady recovery, so that on the 27th the quotation was again over $0.09.Among the South American currencies new lows were established by three—Argentine pesos at $0.6329 on August 7 and 8, Brazilian milreis at $0.0615 on August 28, and Uruguayan pesos at $0.41 on the 6th. Later in the month, some recovery occurred in the Argentine and Uruguayan quotations.Japanese yen were steady during the entire month. The Chinese silver currencies were down slightly during the two middle weeks, but recovered most of the loss in the last week. The rate on Canadian dollars was stable at a discount of about 5/16 of one per cent.
Gold Movement
During the first few days of August $11,000,000 in gold was received at the Port of New York from Germany and $1,500,000 from England. Subsequently, imports from South America and Mexico accounted for the bulk of the gold received here, $5,300,000 coming from Argentina, $1,000,000 from Uruguay, and $7,600,000 from Mexico. At San, Francisco, $25,000,000 of gold was received from Japan and $1,000,000 from China. Exports for the month were negligible, but there was an increase of $16,000,000 in the amount of gold held under earmark for foreign account. A preliminary estimate indicates a net gain to the country’s monetary gold stock during August of about $44,000,000, and a net gain for the year thus far of about $400,000,000.The Bank of England’s gold holdings showed a net gain of $6,500,000 in the month of August, as compared with a loss of over $150,000,000 in July. The bulk of the withdrawals were made in the second week of the month, $13,500,000 being taken for Holland, $6,000,000 for France, and $2,250,000 for Belgium. These withdrawals were more than offset by the reported receipt of $10,500,000 in sovereigns from Australia and South

Foreign Exchange Africa, $2,400,000 in bars from France, and $17,000,000 in sovereigns released from earmark. A total of over $20,000,000 was offered in the market during August of which $11,000,000 was obtained by an “ undisclosed’ 9 buyer, $6,500,000 by Holland, and $2,750,000 by France.
Security Markets

During August, the general level of stock prices fluctuated within comparatively narrow limits. A rather steady rise during the second week of the month was followed by a declining tendency which left industrial and public utility shares only slightly higher than at the end of July and prices of railroad shares somewhat lower. Average prices of railroad stocks, apparently reflecting apprehension over unfavorable earnings reports and possible additional dividend reductions, dropped slightly below the early June quotations and touched new low levels since 1922. Both industrial and public utility stock prices, however, remained some 15 per cent above their June lows at the close of August.Trading on the New York Stock Exchange during August was in even smaller volume than in the previous month. Days on which the stock turnover was less than1 million shares were more numerous than those on which the turnover exceeded that number, and on no day did the total business exceed 2 million shares.
Except for steadiness in United States Government issues, the bond market was weak during most of August. Typical price averages of domestic corporation bonds dropped from 1 to 2% points, depending upon the quality of the bonds included. All of the averages declined below their lows of last June, and several dropped to the lowest levels for a number of years past. Much of the decline in the domestic bond market during August represented weakness in railroad issues, the movement of which is shown in the accompanying diagram, in comparison with that of public utility and industrial bonds. This diagram is based on the average yields for 40 railroad, 40 utility, and 40 industrial bonds of various grades computed by Moody’s Investors Service, inverted to show the movement of bond prices. It indicates that prices of railroad bonds have declined more during
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recent months than prices of other types, so that the average yield on railroad issues, which in 1930 was considerably lower than on industrial bonds and about the same as on public utility bonds, has risen to a position where it is now slightly higher even than the return on industrial issues. Prices of public utility issues have held fairly steady and their average yield has recently hovered around 5 per cent, while the yield on rail issues has risen to over 6 per cent; in the early months of this year, railroad and utility bonds were both selling at prices to yield around 5% per cent. This divergence of movement apparently reflects the continuance of public utility earnings at levels only slightly below a year ago, while railroad net operating income has declined greatly, chiefly because of the large reduction in traffic caused by depressed business conditions.The general tendency in foreign bond prices continued downward during August, but the declines were much less severe than in July. An average of the prices of 40 representative foreign issues receded about 3 points further to a new low since 1925, the period for which the figures are available. This decline compares with a drop of nearly 8 points during July. Weakness in the foreign bond market during August was chiefly in South American issues; some of the Austrian and German issues, which had been under especial pressure during July, showed slight recoveries.
New Financing

A further decline in flotations of new securities, other than United States Government issues, occurred during August, and the total offered to the public during that month was the smallest for any month since at least 1919. The volume of new issues appears to have been less than half of the small offerings during the previous month or during August 1930. All classes of financing were much curtailed, and of the month’s small total about one-half represented short term municipal financing.In each month since March, the volume of new security issues has been smaller than in the previous month; final figures for July show a total of $274,000,000, which was only 38 per cent of the March offerings. Of the July total, $229,000,000 represented new capital issues and $45,000,000 represented issues for refunding purposes. Domestic corporation flotations accounted for $115,000,- 000 of the new capital total, State and municipal issues amounted to $111,000,000, and foreign issues (Canadian) to $3,000,000.
Business Profits

Earnings reports of 266 mercantile and industrial concerns available at this time for the April to June quarter of 1931 show an average decrease of 52 per cent in net profits from the corresponding period of 1930 and a 69 per cent drop from 1929. These percentage reductions are not materially different from those shown by first quarter earnings. None of the 20 groups of industrial and mercantile concerns shown in the accompanying table had larger earnings for the second quarter than in 1930. The best resistance to the shrinkage of earnings was reported by the paper, automobile, household equip

ment, and food and food products groups. On the other hand, companies in the large basic industries—copper, coal and coke, oil, and steel—were prominent among the groups showing the largest percentage declines.
Reports of 435 industrial companies are available for the first half of 1931, a larger number than for the second quarter since many concerns publish mid-year but not quarterly statements. These reports indicate a decline of 51 per cent in net profits as compared with the first half of 1930 and of 65 per cent from 1929. Companies operating stores reported a 4 per cent rise in net profits from a year ago, though their return was 20 per cent less than in 1929, and the clothing and textile group as a whole reported a small amount of profits, as compared with no net earnings in 1930. The paper and food and food products companies suffered a net reduction of less than 10 per cent from 1930, and the chemical, automobile, and tobacco companies had profits around 25 per cent smaller. Declines of less than 50 per cent occurred also in the printing and publishing, electrical equipment, leather and shoe, household equipment, building supply, and realty groups. Of the remaining groups of companies, 7 reported profits from 54 to 76 per cent smaller than a year ago, steel companies had net earnings 86 per cent smaller, copper companies reported practically no aggregate net return, and composite returns for the oil and rubber groups showed deficits.
Net operating income of Class I railroads for the second quarter of the year was seasonally somewhat larger than in the first quarter, but remained at a comparatively low level; income for the first half of the year was

(Net profits in millions of dollars)

Corporation groups

Num
ber
of

com
pa
nies

Second
quarter

Num
ber
of

com
pa
nies

First 
six months

1929 1930 1931 1929 1930 1931
Clothing and textiles........................... 24 12 0 1
Stores..................................... ................ 10 14 11 12

7 **5 ” 5 *’ 4 11 9 11 10
Food and food products..................... 34 42 42 36 46 102 99 90

16 20 18 12 21 50 49 37
16 138 68 63 16 238 123 92

6 4 2 1 9 6 4 3
Printing and publishing..................... 8 9 9 5 10 18 19 12
Electrical equipment........................... 7 27 19 12 13 52 40 24
Leather and shoe.................................. 9 7 11 6
Household equipment.......................... 8 '*5 " 2 ” 2 10 9 4 2
Building supplies.................................. 9 6 4 3 19 20 15 8
Realty..................................................... 9 10 g 4
Office equipment.................................. 7 ” 8 ’ *5 ” 2 8 16 11 5
Mining and smelting (excl. copper,

coal and cok e ).................................. 12 15 7 4 16 31 18 8
Automobile parts and accessories

(excl. tires)......................................... 29 26 15 8 39 55 31 12
Motion picture...................................... 6 8 5 0 6 17 17 6
Coal and coke....................................... 7 1 0 0 8 3 2 1

12 9 6 2 21 24 21 6
Railroad equipment............................. 7 10 11 3 10 25 27 7

14 87 51 8 19 143 111 15
7 9 2 0 9 26 9 0

O il............................................................ 24 59 43 — 22 28 97 76 — 29
Rubber. ............................................... 6 19 1 —  1
Miscellaneous........................................ 30 ’ 35 *28 *22 58 118 81 62

rp_+_i /  20 groups for 2nd quarter 1 266 523 342 165 435 1121 799 393
\25 groups for 1st half /  '

Telephone (net operating incom e). . 103 68 70 72 103 138 138 141

Other public utilities (net earnings) 63 85 84 78 63 178 178 159
Total public utilities........................ 166 153 154 150 166 316 316 300

Class I railroads
(net operating incom e)................... 171 303 201 132 171 563 377 239

— Deficit
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37 per cent smaller than in 1930, and less than half that of 1929, and was the smallest since the first six months of 1921. Net earnings of public utilities, other than telephone companies, for the first half year were about 11 per cent less than in 1930 or 1929. Net operating income of telephone companies, on the other hand, was nearly 3 per cent larger than a year ago, following a slight reduction between 1929 and 1930.
Building

A decrease of 14 per cent from the previous month and of 22 per cent from a year ago was shown by the July total of construction contracts awarded in 37 States, reported by the F. W. Dodge Corporation. The decline from June to July wras more than the usual seasonal movement and it appears that, except for public works and utilities projects, the volume of building and engineering work continued at very low levels. As compared with a year ago, public works and public utility contracts were reduced 4 per cent, while other non-residential contracts were down 34 per cent, and residential building contracts were 24 per cent smaller.For the period from January through July of this year, the total value of building contracts was 30 per cent smaller than in the corresponding months of last year. Residential building showed the smallest relative decline, 16 per cent, followed by public works and utilities, which were reduced by 27 per cent, while other non-residential construction was 42 per cent smaller, due to large declines in the amount of commercial and factory construction. During the first three weeks of August, a continuation of the downward movement of recent months was evident in awards of building contracts. The daily average value of contracts awarded during this period was 23 per cent smaller than in the previous month, or much more than the average seasonal decline of past years. Declines in excess of the usual seasonal change were reported in all of the major types of building activity.
Commodity Prices

The general level of wholesale commodity prices has recently shown greater stability than for some time past. The monthly index of the Bureau of Labor Statistics was unchanged from June to July, the first time since last September that the index has not declined, and various weekly indexes fluctuated in August not far below the levels of the two preceding months. The movement of the Bureau of Labor Statistics monthly wholesale price index since 1913 is shown in the accompanying diagram. This indicates that wholesale prices in general, after maintaining an average level about 50 per cent above that of 1913, have declined during the past two years practically to the 1913 level.Although the general level of commodity prices has shown little net movement during recent weeks, there have been sizable changes among several individual commodities. The outstanding instance is cotton, which, on the day following the release of the August 1 Department of Agriculture crop estimate, dropped 1.15 cents. This with a smaller subsequent decline brought the spot price to 6̂  cents, a new low level for many years. New

P E R  CEN T

U nited States Bureau o f Labor Statistics Index o f W holesale 
Com m odity P rices (1913 average =  IOO per cen t)

low quotations for a number of years have also been reached by the grains. Corn prices broke sharply to a new low level for many years and wheat prices also reached a new low at the end of August. Crude rubber continued to decline, and toward the end of August was quoted at the lowest price in the history of the commodity. Live stock prices, on the other hand, have recovered substantially, following the drastic declines which culminated toward the end of May. Hides also had a rapid recovery in July, and, despite subsequent reaction, remained appreciably above the low levels of February and May. Domestic wool recovered somewhat from the June low, and silk at the close of August was quoted around $2.38, as compared with the record low of $2.10 reached in June.Among the fuels, the most notable movement was in crude petroleum prices, which, after dropping more than 50 per cent between January and July, recovered about one-fourth of the loss. Fluctuations in metal prices have generally been within a narrow range, although in some cases, notably pig iron and copper, new low levels for a number of years have been established.
Employment and Wages

New York State and Federal reports indicate that employment conditions became somewhat more unfavorable during July. After adjustment for the usual seasonal movements, factory employment in the United States declined a little more than 1 per cent to the lowest level in many years, reductions occurring in all of the major industrial groups except the textile, leather, and tobacco industries. In New York State, the decline in factory employment from the middle of June to the middle of July also was somewhat in excess of the average movement of past years. The United States Employment Service reported an increase in out-of-door employment during July, but this increase was primarily of a seasonal character, reflecting chiefly the enlarged demand for agricultural and highway labor.Factory payrolls for the country as a whole were reduced nearly 5 per cent from the middle of June to the middle of July, a decline somewhat larger than the average in past years, and a decrease was shown
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also in the average weekly earnings of those workers who retained their jobs. On the other hand, factory payrolls in New York State showed a decline of slightly less than the nsnal seasonal proportions, and average weekly earnings of factory workers showed a small but unseasonal increase.The ratio of orders for workers to applications for work at New York State employment bureaus declined slightly further during July and in the first three weeks of August, and the rate of voluntary labor turnover increased only slightly in July from the previous month’s low level.In recent months, wage reductions in manufacturing industries have been considerably more numerous than for several years previous. The accompanying table gives the number of wage reductions reported to the Bureau of Labor Statistics by a large list of manufacturing establishments, On the basis of these figures, it appears that more than four times as many workers were affected by wage cuts during the first seven months of 1931 as during the corresponding period of 1930, and that the average reduction in wage rates was somewhat larger than a year ago.

Month ended

Jan. 15 
Feb. 15 
Mar. 15 
Apr. 15 
May 15 
June 15 
July 15

Total Dec. 15,1930 
to July 15, 1931

Corresponding 
period 1930

Number o f 
establishments 

reporting decreases

335
228
175
195
293
210
238

1,674

386

Number of 
employees 

affected

43,507
39,096
22,502
22,543
46,377
25,645
33,238

232,908

56,941

Average 
percentage 

decrease 
in wage rates

10.2
10.3
10.3 
10.1
10.4 
10.8
9 .7

10.3 (Av.)

9 .0  (Av.)

Production
Little change in industrial production during August was apparent from data which became available in the course of the month. Steel mill activity, as measured by current weekly estimates, fluctuated irregularly and for the month as a whole appears to have averaged slightly lower than in July. Cotton goods production showed an increase from the July level, in accordance with the usual seasonal tendency, and bituminous coal production rose slightly, although in this industry the expansion of output was probably less than seasonal. Automobile output was reported to have shown a further reduction.During July, productive activity declined by somewhat more than the usual seasonal amount, and the index of the Federal Reserve Board receded to a level only slightly above the low point of last December. Decreased production was general in the metal, automobile, and fuel industries, The output of pig iron, steel ingots, copper, and zinc reached the lowest figures since 1924 or earlier; the only exceptions to the downward tendency in the metals group were in lead production, which increased unseasonally, and in deliveries of tin which showed less than the usual decline from June. In the case of fuels, petroleum output showed a small increase, whereas no consistent change from June to July has

been apparent in the past, but the increase in bituminous coal production was smaller than the average increase in past years, and curtailment was shown in the output of anthracite coal and of coke. In the automobile industry, declines of more than the usual proportions occurred in factory sales of both passenger cars and trucks. Activity in the boot and shoe industry receded somewhat from the comparatively high levels of preceding months, and declines which exceeded the usual seasonal contraction were shown in the output of cement and of tobacco products.The most favorable showing in July was made by the textile industries. Mill consumption of raw cotton was reduced less than usually, while silk consumption showed a moderate increase, and wool mill activity rose considerably. Other industries which showed increases in output, after allowance for seasonal changes, were sugar refining, sole leather production, newsprint paper production, and wheat flour production.
(Adjusted for seasonal variations and usual year-to-year growth)

Metals
Pig iron .......................
Steel ingots.................
Copper, U. S. mines .
Lead.............................
Z inc..............................
Tin deliveries.............

Automobiles 
Passenger cars. 
Motor trucks. .

Fuels
Bituminous coal. . . .
Anthracite coal........
Coke...........................
Petroleum, crude. . . 
Petroleum products.

Textiles and Leather Products
Cotton consumption...........
W ool mill activ ity ...............
Silk consumption.................
Leather, sole..........................
Boots and shoes...................

Foods and Tobacco Products
Live stock slaughtered.........
Wheat flour.............................
Sugar meltings, U. S. ports. 
Tobacco products............

Miscellaneous
Cement.......................................
Tires. . .......................................
Printing activ ity ......................
Paper, newsprint.....................
Paper, other than newsprint. 
W ood pu lp .................................

1930

July

91 
82 
79
92 
73 
94

60
79

92 
86
93 
92 
90

71
74
84

107
79

92 
105
93 

105

114
64
95
91
87
89

1931

M ay

64
65 
63
66 
43 
86

65
76

79
77
71
87
82

79
85
92
82

114

92
83
65

100

92 
80 
84 
88 
84 p 
78

June

56
58
63
53
41
73

50
72

80
70
65
86
80

78 
89
79 
82 
9 5p

81
69
97

93
81
82

79p

July

50
52
55p
56
37
76

46p
66p

79 
61 
61 
87 p

82 
97 p 
85 
84p

84
98
81
91

90p

p Preliminary

Indexes of Business Activity
Although irregularity continued to be evident in the movement of this bank’s indexes, the prevailing course of business activity during July appears to have been slightly downward. Car loadings of merchandise and miscellaneous freight showed an unseasonal decline during July and the first half of August, and after seasonal adjustment reached the lowest level since 1922. In addition, declines of more than seasonal proportions occurred in department store sales, both in this district and in the country as a whole, in sales of ordinary life insurance, and in the volume of check transactions. The number of business failures was little changed from the
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previous month’s level, whereas usually a small seasonal decline occurs at this time.On the other hand, an increase in car loadings of bulk freight was larger than the usual rise, and, after adjustment for the average seasonal movements of past years, little or no change was shown in the volume of this country’s foreign trade, in advertising, and in postal receipts.
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(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

July May June July

Primary Distribution
Car loadings, merchandise and misc........ 89 79 78 75
Car loadings, other....................................... 89 68 65 69
Exports r ......................................................... 81r 71r 67 r 65r
Imports r ......................................................... 87 r 72 r 79r 80r
Panama Canal traffic in American vessels 102 76 73

Distribution to Consumer
Department store sales, 2nd Dist............. 96 95 99 90
Chain grocery sales r .................................... 96r 95r 96r 94r
Chain store sales, other than grocery.. . . 86 87 84 81
Life insurance paid for r .............................. 98r 92r 92r 89r
Advertising..................................................... 85 77 76 76

General Business Activity
Bank debits, outside of New York City.. 96 86 86 82
Bank debits, New York C ity ..................... 115 102 102 88
Velocity of bank deposits, outside of New

York C ity ............... ............................. .. 105 91 89 88
Velocity of bank deposits, New York City 118 93 96 80
Shares sold on N. Y . Stock Exchange. . . 157 117 157 104

94 87 84 85
Electric pow er............... ............................... 93 81r 81p

77Employment in the United States........... 89 80 78
Business failures............................................ 106 109 98 100
Building contracts......................................... 72 60 62 58
New corporations formed in N. Y . State. 92 86 94
Real estate transfers.................................... 62 54 52

General price level*...................................... 167 153 150 149
Composite index of wages*........................ 223 216 215 213
Cost of living*............................................... 164 149 148 148

p Preliminary r Revised *1913 average = 100

Department Store Trade
July sales of the reporting department stores in this district showed a 6 per cent decrease from 1930, and, after making allowance for an additional selling day in July this year which was due to the incidence of the July 4 holiday on a Saturday, a day when stores in New York and vicinity are always closed during July and August, the daily average volume of sales was about 10 per cent smaller than in July 1930. The New York City and Newark reporting department stores showed total sales about 5% per cent below the previous year, following increases in June, wrhich also had one more selling day this year than in 1930, and the Westchester stores reported sales 3 per cent smaller than a year ago, after showing an increase in June. Sales in all other sections of the district, except Rochester, were below the previous year, the declines ranging from 6 per cent to 16 per cent. Sales of the reporting apparel stores were 5 per cent smaller than in July 1930, the smallest decrease since March. In the interpretation of these figures it may be borne in mind that they are in dollars and reflect a considerable decline in prices.Stocks of merchandise on hand at the end of the month, valued at retail prices, continued to be considerably below the previous year. The percentage of charge accounts collected during July was again only slightly lower than last year.

SEPTEMBER 1, 1931

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
June 30 
collected 
in July

Net

July

sales

January 
to July

Stock 
on hand 
end of 
month 1930 1931

Bridgeport District.........................

Northern New York State........
Southern New York State........
Hudson River Valley D istrict..
Capital District...........................
Westchester District..................

—  5.5  
— 11.2 
+  4 .7  
— 14.4
—  5.4  
— 15.5
—  9 .0
—  7 .5  
— 10.1
—  5 .6  
— 15.5
—  3.1

—  6 .6
—  8.9
—  4 .6
—  9 .0
—  4 .6
—  9.9
—  8 .3

— 14.5
— 12.9
— 17.1
— 12.3
— 13.0
— 18.4
— 12.3

46.1
47.1
36.2
28.7 
42.1
40.8
37.8

46.4
45.8
38.9 
26.3 
41.6
36.8
34.9

All department stores............ —  6 .2 —  6 .5 — 14.2 43.5 43.1

Apparel Stores......................... —  5 .0 —  8 .3 — 19.7 41.7 43.0

Wholesale Trade
July sales of representative wholesale firms in this district averaged 17 per cent below a year ago, a considerably larger decline than in June but somewhat below the average decrease for the earlier months this year. Sales of groceries showed the smallest decrease so far this year, and stationery sales the smallest decline since July 1930, while sales of drugs were 6 per cent above a year ago, the first increase since December. Sales, of silk goods, reported by the Silk Association of America in yardage rather than in dollar figures, showed a 19 per cent increase over July 1930; in June and July, silk goods sales compared more favorably with a year previous than at any time since 1929. Year-to-year decreases of 8 to 21 per cent occurred during July in sales of hardware, shoes, paper, and cotton goods, while considerably larger decreases were reported in men’s clothing, jewelry, and diamonds.The value of merchandise stocks on hand at the end of July remained substantially below 1930 in all reporting lines except drugs and hardware. Collections in July of this year were only slightly smaller than the previous year.

Commodity

Percentage 
change 

July 1931 
compared with 

June 1931

Percentage 
change 

July 1931 
compared with 

July 1930

Per cent of 
accounts 

outstanding 
June 30 
collected 
in July

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month

1930 1931

Men’s clothing...............
Cotton goods.................
Silk goods.......................

Machine tools**............
Stationery.......................
Paper................................

+  2.4  
— 13.6 
— 16.6 
— 10.9* 
— 13.4 
+ 1 2 .0  
— 15.1 
— 16.4 
+  9 .6  
—  8 .0  
— 13.5 
— 41.5

+  0 .5

+  4 .5  
+  2 .8* 
+  7 .2
—  0 .5
—  1.8

— 13.0
— 38.7
— 20.9
+ 1 9 .2 *
— 16.4
+  5 .9
—  7 .8
— 32.5
— 13.6
— 18.9
— 64.6
— 33.5

—  6.4

— 32‘.8 
— 20.5* 
— 38.9 
+  10.6 
+  2 .8

76.4
36.4
34.6 
49.8
41.1
24.4
46.2

70.6
60.6

} 26.3

78.4
32.1
34.9 
54.7
42.2
23.9 
45.6

63.3 
53.2

| 18.2Diam onds....................... + 2 8 .8  
—  5.1

—45.4
—43.0

Weighted average. . . —  7 .8 — 17.3 50.2 49.5

♦Quantity not value. Reported by Silk Association of America♦♦Reported by the National Machine Tool Builders Association
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1927 1928 J929 1930 1931
Index Number of Production of Manufactures 

and Minerals Combined, Adjusted for Seasonal 
Variations (1923-25 average =  100 per cent)

Wholesale Price Index of United States Bureau 
of Labor Statistics (1926 average — 100 per cent)
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(Summarized by the Federal Eeserve Board)

I NDUSTRIAL production and factory employment declined by somewhat 
more than the usual seasonal amount in July, while the general level of 

commodity prices remained unchanged. Conditions in the money market con
tinued easy.

P roduction  a n d  E m p l o y m e n t

Industrial production, as measured by the Board ?s index, which is adjusted 
to allow for the usual seasonal variations, declined 1 per cent further in July 
to 83 per cent of the 1923-1925 average, compared with the low point of 82 for 
last December and the year’s high point of 90 in April. Output of iron and 
steel, automobiles, lumber, and copper decreased further, while activity at 
textile mills and shoe factories was maintained at a high level.

Factory employment and payrolls declined by somewhat more than the 
seasonal amount from the middle of June to the middle of July. Large 
decreases in employment were reported at car-building shops and machinery 
and automobile factories, and at lumber mills. In the textile industries as a 
wiiole employment decreased somewhat less than is usual in July; and there 
were increases in employment in the woolen goods and men’s clothing industries.

Figures on the value of building contracts awarded during July and the 
first half o f August, as reported by the F. W. Dodge Corporation, show a 
continuation of the downward movement of recent months.

Department of Agriculture estimates based on August 1 conditions indi
cated an unusually large crop of winter wheat, an exceptionally small yield of 
spring wheat, and a total wheat crop of 894,000,000 bushels, 72,000,000 
bushels larger than the five-year average. The corn crop was estimated at 
2,775,000,000 bushels, about the usual size and 700,000,000 bushels larger 
than last year’s small crop. In spite of a 10 per cent reduction in acreage, 
the cotton crop was estimated by the Department of Agriculture to be about 
15,584,000 bales, an increase of 1,600,000 bales over last year.

D is t r ib u t io n

Freight-car loadings increased by slightly less than the usual seasonal 
amount in July and department store sales, which ordinarily decline sharply 
at this season, apparently decreased somewhat more than usual.

W h o l e s a l e  P r ices

The general level of wholesale) prices in July continued at 70 per cent of 
the 1926 average, according to the index of the Bureau of Labor Statistics. 
Increases were reported in the prices of livestock and meats, while p r ice s  of 
building materials and of grains, particularly wheat, declined. During July 
and the first half of August prices of cotton and cotton textiles declined 
sharply, while prices of dairy products increased.

B a n k  Credit

Loans and investments of reporting member banks in leading cities de
clined by about $340,000,000 between July 15 and August 12, reflecting chiefly 
further liquidation of loans on securities, and a decrease in all other loans, 
which was partly a consequence o f sales of acceptances to the Reserve Banks. 
The volume of the member banks ’ investments also showed a slight decline for 
the period.

At the Reserve Banks there was an increase in the total volume of credit 
of $190,000,000 between July 15 and August 19. Demand for Reserve Bank 
credit during this period increased as a result of an outflow of $144,000,000 
of currency, which was larger than is usual at this season, and further trans
fers of foreign funds from the open market into balances at the Reserve 
Banks. This demand for Reserve Bank credit was met by the Reserve Banks 
for the most part through the purchase of bills and United States Government, 
securities in the open market, but also through increased discounts for member 
banks.

Money rates remained at low levels.
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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 is t r ic t

Federal Reserve Agent Federal Reserve Bank, New York October 1, 1931

Money Market in September
The announcement was made by the British Government on September 20 of the suspension for the time being of the operation of the sub-section of the Gold Standard Act of 1925 which required the Bank of England to sell gold at a fixed price. This action on the part of Great Britain was the dominating influence upon the New York money market in September. In the days before the action was actually taken, apprehension with regard to Great Britain’s position was a disturbing factor, but the suspension of gold payments came suddenly and subsequent events indicated that the market generally was surprised by the move. The effects of the British action were accentuated by the suspension of gold redemption in a number of other countries.
Sterling exchange dropped immediately to between $4.10 and $4.30 and subsequently declined to between $3.75 and $3.95, and a number of other foreign exchanges that had been weak in recent months declined relatively further. In fact, for a few days the foreign exchange market was disorganized and regular quotations in many cases were unobtainable. The prices of foreign securities in this market were severely affected, many issues declining a number of points to fractions of the prices at which they had originally been sold. Domestic security prices after some early strength later showed irregular declines of substantial proportions.
The development affecting the New York money market most directly was the earmarking of approximately $270,000,000 of gold for the account of foreign central banks which in most cases were seeking to show an increase in metallic gold reserve in their published statements. In addition, some gold was purchased here for export to France, reflecting a rate of exchange which made gold movement profitable. There were exports also to Holland and Switzerland.
The funds used by foreign central banks to pay for gold earmarked were provided in three principal ways. In the first place foreign central banks held on September21 about $185,000,000 of deposits at the Reserve Banks, and a considerable part of these were turned into gold. In addition foreign central banks sold to the Reserve Banks a considerable volume of bills held in safekeeping for them by the Reserve Banks. Neither of these two operations took funds out of the money market. But in addition to these operations foreign central banks called upon correspondent banks in New York City with which

they had deposits or funds employed to make payments to the Reserve Banks for the purchase of gold. This withdrawal of funds from the market was offset by large sales of bills by member banks and dealers to the Reserve Bank. Thus there was no net loss of funds to the money market as a consequence of either gold exports or earmarking, and the New York City banks found themselves at the end of the month not only practically without any indebtedness at the Reserve Bank but with surplus reserves approximately as large as they had held before these movements began.Large offerings of bankers acceptances to dealers in connection with these movements of funds, together with some apprehension as to possible effects on money conditions of continued gold exports and earmarkings, resulted in advance in market rates on acceptances by % of one per cent, followed the next day by an adjustment upward of % of 1 per cent in the Federal Reserve buying rate for bills. There was a corresponding upward movement in the yields on short-term Government securities, and time money was slightly firmer. These changes were, however, evidently due to the particular situation of the bill market, and to anticipation of possible general tendencies in money rather than to any actual shortage of funds in the market as is indicated by a continued excess reserve position of New York banks, the continuation of the call money rate unchanged at l1/̂ per cent, and a quotation of Vs to % of one per cent on Federal funds
BILLIONS O F D O L L A R S

Monetary Gold Stock of the United States (End of month figures—
September preliminary)
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throughout this whole period. The anticipation of a tendency toward firmer rates was also reflected in the bond market, where Government bonds as well as others showed reactionary tendencies.
Money Rates at New York

Sept. 30,1930 Aug. 31, 1931 Sept. 30, 1931

Stock Exchange call loans........................
t t2 M -2 K

3
IVs 

f 4 .00

1.25
1.77

2M
J2

1 H 
t t l K - l M  

2 
% 

13.44

.34

.48

i y 2

i

i y 2
2 yz

2
I K

t3.33

.85
1.17

1H

I X

Stock Exchange 90 day loans.................
Prime commercial paper..........................
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans.. 
Treasury certificates and notes

Maturing December 15 (yield)...........
Maturing March 15 (yield).................
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discount rate...........................................

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills
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t l-7 5  days— 1 %  per cent

The effects of these gold movements on the Federal Reserve System and on the country’s basic reserve position are shown by the following table giving changes in the basic elements of supply and demand for reserve funds and currency on Wednesday, September 16, the report date just before the British suspension, and on Wednesday, September 30. For purposes of comparison the figures are also given for December 31, 1929.
(In millions of dollars)

Dec. 31
1929

Sept. 16 
1931

Sept. 30 
1931

Supply:
Monetary gold stock ...................................................... 4,284

1,582
1,778

5,015
1,279
1,800

4,739
1,578
1,776

Federal Reserve credit.................................................
Treasury currency adjusted*.......................................

T ota l.............................................................................. 7,644 8,094 8,093

Demand:
Currency in circulation.................................................
Member bank reserves...................................................

4,866
2,355

30
393

5,087
2,418

224
365

5,246
2,364

120
363

Foreign, non-member, and other deposits in F. R. 
Banks.............................................................................

Unexpended capital funds of F. R. Banks...............

T o ta l.............................................................................. 7,644 8,094 8,093

♦Currency based primarily on the credit of the United States Government 
(such as United States notes, National Bank notes, and silver currency) less funds 
held on deposit in the Reserve Banks by the Treasury.

As the table indicates the monetary gold stock of the United States reached a total in excess of $5,000,000,000 in the third week of September, reflecting an increase of over $700,000,000 since the end of 1929. In the past ten days gold earmarkings and exports have restored to other nations something less than half of the gold they sent to the United States in these two years. Thus in a few days a substantial step has been taken; towards some redistribution of a part of this country’s excessive gold reserve. As the foregoing diagram indicates, however, this country’s monetary gold stock at the end of September remained about $150,000,000 larger than at the beginning of 1931, and considerably larger than at any time in the preceding three years. Since a considerable part of the huge gold import to this country in the years since 1920 has not been used as a basis for credit or currency expansion, large exports or transfer of ownership of gold here through earmarking can now take place without any important effect on the money market or on the country’s general monetary position.

T r e a s u r y  T a x  P eriod  O p e r a t io n sOperations totaling more than $2,000,000,000 were conducted for the United States Treasury by the Reserve Banks during the September tax period, with little effect on the money market. These transactions included the sale of $800,000,000 of 3 per cent Treasury bonds maturing 1951-55 and $300,000,000 of 1% per cent Treasury certificates maturing in one year, the redemption of more than $600,000,000 of maturing certificates, the payment of interest on the national debt, and the collection of third-quarter income taxes. Over $300,- 000,000 of the maturing securities were exchanged for securities of the new issue, but cash redemptions of the remainder exceeded income taxes actually collected and cash payments for new securities on September 15 by approximately $130,000,000. The Treasury issued special one-day certificates of indebtedness to the Reserve Banks to cover these payments, and the Federal Reserve Bank of New York sold participations! totaling $90,000,- 000 on the 15th and half that amount on the following day to member banks, in order to relieve the banks of a part of the large excess of funds which they held as the result of Treasury disbursements. Nevertheless, the principal New York banks held a considerable excess of reserves during the tax period.
B il l  M a r k e t

During the first part of September dealers’ purchases of bills exceeded their sales, and the portfolios of the discount houses showed a net increase until around the middle of the month. At that time, the quarterly financing operations of the Treasury placed a considerable amount of funds in the New York money market temporarily and caused an excess of reserves in the New York City banks, so that these banks became buyers of bills, and dealers’ portfolios were reduced to about the level prevailing at the opening of the month. In the succeeding week, however, substantial offerings of bills were made to the dealers by New York banks which were disposing of bills for the account of foreign correspondents, in order to provide funds with which to purchase gold for earmarking at the Federal Reserve Bank. These sales to the dealers together with some apprehension of firmer conditions in the money market led dealers to raise their rates by % per cent for all maturities on September 22 and to effect a further general advance of *4 Per cent on September 24. The rate increases by the dealers caused New York banks to sell to the Reserve Bank a very large volume of bills which they had purchased or discounted at lower rates. These bills were bought by the Reserve Bank at its previously established buying rates, but on the following day, September 25, the buying rate of the New York Reserve Bank was raised in conformity with the advance in open market rates.Open market rates for 5 and 6 months bills were raised % per cent further on September 28, so that the offering quotation for these maturities toward the end of September at 1% per cent was % per cent higher than a month earlier. The offering rates of 1% per cent for 30 to 90 day bills and 1% per cent for 4 months bills at the end of September were % per cent higher than a
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month earlier. As a result of sales to the Reserve Bank and the higher bid rates quoted, dealers’ portfolios of bills toward the end of the month became of comparatively small proportions.During the month of September, the total portfolio of purchased bills held by the Federa] Reserve Banks showed an increase of $270,000,000 to $469,000,000, the largest holdings since January 1929. This increase included the large purchases of bills from domestic banks and discount houses and also the repurchase of bills from foreign central banks which desired to convert at least a part of the funds they had invested in this market into gold.At the end of August, the group of accepting banks and bankers that report to the American Acceptance Council were holding as investments $606,000,000 of bills out of a total of $1,090,000,000 outstanding, but their holdings were reduced during September as the result of sales of bills to the Reserve Banks.
C o m m e r c ia l  P aper  M a r k e t

Inactivity continued to be reported in the commercial paper market during September. On one side, the amount of new paper that was' created was of small volume, while on the other hand the bank investment demand was generally light. In previous months the principal deterrent to a larger sales volume had been the limited amount of paper that dealers had been able to offer, but in September the absence of a demand for paper on the part of the banks was also a factor. Consequently, there was a tendency toward slightly higher rates in the second half of September, although the prevailing rate for prime names remained at 2 per cent.At the end of August, the amount of commercial paper outstanding through 20 dealers that report their figures to this bank was 6 per cent smaller than a month earlier. The outstandings of $271,000,000 were little more than half of the amount reported at this time in 1930.
Banking and Credit Abroad

A critical point in international monetary affairs was reached during September, and, as in the previous month, London was the center of financial disturbance. In the first three weeks of September it had become known that the credit of $400,000,000 extended by French and American bankers to the British Government had not adequately served to repulse those factors which were exercising a depressing influence upon sterling exchange. On September 20, after consultation with the Bank of England, the British Government announced that the Bank would no longer be required by law 4 ‘ to sell gold at fixed prices, ’’ the London stock exchange would not be openedon the following day, and the commercial banks would6 ‘ cooperate in restricting purchases by British citizens offoreign exchange except those required for the actualneeds of trade or for meeting contracts. ’9 It was added that if further measures prove to be advisable, “his Majesty’s Government will not hesitate to take them.” The chief reason given for this decision was that “since the middle of July, funds amounting to more than£200,000,000 have been withdrawn from the London market,” and “during the last few days withdrawals of

foreign balances have accelerated so sharply that his Majesty’s Government felt they were bound to take the above decision.” The statement contained the following declaration: “This decision will, of course, not affect the obligations of his Majesty’s Government or of the Bank of England which are payable in foreign currencies.” Simultaneously the Bank of England announced the raising of its discount rate from 4̂  to 6 per cent.
On Monday September 21 the British Parliament passed the “Gold Standard (Amendment) Act, 1931”, which suspended the force of sub-section 2, Section 1 of the Gold Standard Act of 1925, released the Bank of England from the obligation to observe that sub-section of the act, and empowered the Treasury, for a period of six months, “to make and from time to time to vary orders authorizing the taking of such measures in relation to the exchanges and otherwise as they may consider expedient for meeting difficulties arising in connection with the suspension of the gold standard.” The subsection referred to had put upon the Bank of England the obligation to deliver against legal tender, “gold bullion at the price of £3 17s 10%d per ounce troy of gold of the standard of fineness prescribed for gold coin by the coinage act, 1870, but only in the form of bars containing approximately 400 ounces troy of fine gold.” A shipment of bar gold was sold on September 24 in London at the rate of £5 3s 5d a fine ounce, which would give the British pound a gold value on that day of slightly under $4.00, and a further small amount was sold on September 29 at £5 5s 3d, indicating the gold value ofi the pound then as $3,928.
The world-wide effects of the British decision cannot be calculated in their variety and complexity so soon after the event. News reports indicate that, apart from the closure for several days of most European and other stock markets, and the general demoralization of the foreign exchanges during that period, the following occurrences have taken place: in Denmark, Norway, Sweden, and Egypt the normal operation of the gold standard has been suspended; in Italy some regulation of the acquisition of foreign exchange has been effected; Brazil by official announcement and Greece according to press report will now base their currencies on the United States dollar ; the Portuguese escudo, which had been stabilized at the rate of 110 escudos to the pound sterling, will remain in that relationship; the Indian rupee continues based on sterling; the South African pound, however, will according to press despatches, remain on the gold standard; and Canada’s intention to maintain the gold standard was announced by the Canadian Prime Minister. The central banks of Czechoslovakia, the Netherlands, Denmark, Norway, Sweden, Italy, Greece, and Bulgaria and the Imperial Bank of India, followed the Bank of England in raising their several discount rates.
Elsewhere than in England, the most important event in the field of credit was the signing on September 17, by all the interested parties, of the so-called Stillhaltung Agreement between foreign creditors and German debtors in respect of short term foreign banking accommoda
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tion extended to Germany. The agreement will run for six months from September 1, 1931, and guarantees Germany, during this period, the maintenance of all the foreign banking credit actually in use by German banks on July 31, 1931. The funds specifically excepted from the maintenance provisions of the agreement are (1) reichsmark balances held in German banks in the names of the foreign parties to the agreement, and (2) funds required in settlement of overdue and/or maturing forward foreign exchange contracts between the parties to the agreement. The latter become payable on maturity and transf errable into foreign currencies at the will of the foreign creditor; of the reichsmark balances, 25 per cent of the total may be withdrawn and transferred abroad within the first month after signature of contracts between individual creditors and debtors, and thereafter15 per cent becomes so available each month until the balance is exhausted. It is provided, however, that if the Reichsbank represents to the Bank for International Settlements that the transfer of these funds abroad imperils the position of the reichsmark exchange, such transfer may be postponed from month to month within the life of the Stillhaltung Agreement.
Central Bank Rate Changes

During September thirteen European central banks changed their discount rates. Reductions were reported in the first part of the month by the four banks listed in the first group of the following table, reflecting the relaxation in Central Europe of the strain experienced at the peak of the summer credit crisis. The increases shown in the second part of the table were practically all a consequence of the developments in Great Britain, although part of the rate increases shown for Denmark and Norway occurred prior to the Bank of England rate change on September 21. The third part of the table shows the principal European central banks whose discount rates remained unchanged during September.
Outside of Europe, the only central bank to change its rate during September was the Imperial Bank of India, whose rate was advanced from 7 to 8 per cent on September 22.

European Central Bank Rates 
(per cent)

Central Bank of Recent Low Aug. 31, 1931 Sept. 30, 1931

Decreases during September
65 7

6 H 7 6 X
5 10 8

Hungary....................................... 5H 9 8

Increases during September
m SH 9M
4 5 6 X
3H 3H 6
2M 4 X 6
9 9 12
5 H 5 X 7

Netherlands................................ 2 2 3
4 4 8
3 4 8

Unchanged during September
10 105

2H 2 X 2 X
France.......................................... 2 2 2

7H 7 H 7 X
2 2 2

Gold Movement
During the month of September, earmarkings of gold for foreign central banks and exports to several European countries were considerably in excess of the amount of gold imported and resulted in a reduction of about $255,000,000 in the monetary gold stock of the United States, the largest monthly loss ever recorded. The earmarking transactions alone, chiefly consummated on and after September 21, accounted for a net loss of $277,- 000,000 of gold. Withdrawals of gold for export in the second half of the month totaled $28,700,000, of which $23,600,000 went to France, $4,200,000 to Holland, $700,000 to Switzerland, and minor amounts to several other European countries. The actual exports of gold were more than offset by further imports totaling $46,000,000. Of this amount $25,700,000 was received at New York from Argentina, $6,300,000 from Canada, $3,600,000 from Mexico, $2,900,000 from Colombia, and $2,000,000 from Peru, while $3,500,000 arrived at San Francisco from China. Notwithstanding the large loss of gold in September, the monetary gold stock of this country still shows a gain of about $145,000,000 for the year to date.The Bank of England increased its gold holdings by about $7,500,000 during September. The principal acquisitions included the purchase of $10,000,000 South African gold in the market, the receipt of $2,750,000 in sovereigns from South Africa, and the release of $4,300,- 000 of gold from earmark. A total of $21,500,000 was withdrawn from the Bank of England for shipment to Holland before the suspension of gold payments by the Bank was announced.

Foreign Exchange
Prior to the suspension of the gold standard by Great Britain on September 21, nearly all the active foreign exchanges fluctuated uncertainly. Sterling sold at $4.86 5/32 on September 1, declined to $4.85% on the 10th, and after a mild recovery, dropped further to $4.85 on the 19th. Three months forward sterling was at a discount of 9 cents on the 19th as against 2*4 on the 17th. French francs were steady around $0.0392̂8 during most of this period. Reichsmarks dropped rapidly from $0.2373 on the 1st of the month to $0.2330 on the 9th, and then recovered to $0.2365 by the 18th. Guilders, from $0.4031%, receded to $0.4029 on the 5th, but strengthened to $0.4037 by September 19, while Swiss francs rose from $0.1947 to $0.1953 between the 1st and 19th.On Monday, September 21, the foreign exchange market was disorganized for several hours and firm quotations were obtained with difficulty. Sterling closed at $4.31 after wide fluctuations, which had carried the nominal quotations much lower during the course of the day. An irregular decline continued during the succeeding days until sterling reached its lowest closing rate at $3.75 on the 25th; the rate then firmed and steadied, closing at $3.91% on the 29th. French francs closed at $0.0391% on the 21st, and on the 22nd rose suddenly above the estimated gold export point to $0.0394, holding thereafter at about this level. Reichs
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marks, after holding fairly well, dipped to $0.2250 on the 23rd, but recovered subsequently and closed the month at $0.2350. Guilders firmed to $0.4040 on the 23rd, in the three following days declined steadily to $0.3994, but ended the month at $0.4020. Swiss francs were the one uninterruptedly strong European currency of the period, remaining throughout at a level well above the theoretical gold export point to Switzerland and closing on the 29th at $0.1960. Belgas, after a temporary decline shortly after the 21st, recovered to close the month at $0.1399, somewhat above the month’s opening. Lire were highly irregular in a range between $0.05221/2 on the 23rd and a reported quotation at one time of $0.0494, but closed the month at $0.0507. Quotations of the Scandinavian exchanges were largely nominal. Danish crowns were the most unsteady, following announcement of a gold export embargo, going as low as $0.2070 on the 24th and closing the month at $0.2200; Norwegians declined to $0.2180 on September 25 and closed at $0.2200 on the 28th on announcement of the suspension of the gold standard. After holding generally in the neighborhood of $0.2660, Swedish crowns dropped to $0.2350 on September 28 on the news that Sweden had also suspended the gold standard.After September 21, the discount on Canadian dollars widened suddenly to about 7 per cent, and increased further to 12 per cent on September 30. The only South American currencies quoted in New York after the 21st were Argentine pesos and Brazilian milreis; both touched new lows, pesos at $0.5405 on the 23rd and milreis at $0.0525 on the 25th. Yen, after weakening temporarily, steadied at about $0.4938. The Chinese silver currencies advanced in the latter part of the month due to higher prices in the silver market.
Security Markets

Beginning early in September, industrial and public utility stocks joined with railroad shares, which had been weak throughout August, in showing substantial day to day price reductions. As a result, by the 19th of the month the general level of stock prices, including industrials, rails, and utilities had been lowered by about 20 per cent from the prices prevailing at the opening of September. In the days immediately following the announcement of Great Britain’s suspension of the Gold Standard Act with its attendant upheaval in international finance, stock prices in this market showed extremely wide fluctuations, day to day1 changes of 5 to 10 points occurring in many of the leading shares quoted on the New York Stock Exchange. The net effect of these movements was a further drop in industrial and public utility stock prices. Toward the end of the month industrial stocks as a group were quoted at new low levels since 1924, public utility averages were the lowest since 1927, and railroad shares were only slightly above the September 19 level, which appears to have been the lowest for railroad stocks since1897.From the accompanying diagram, it appears that as a result of the most recent declines, quotations for industrial, railroad, and public utility stocks have receded to levels that are less than one-third of those

prevailing at the 1929 peak of prices, In the course of the two year decline in the stock market somewhat more than two-thirds of the September 1929 market prices has vanished—probably a larger proportionate decline than at any time in the past, and certainly the largest for the period for which stock price averages are available.Accompanying the September decline in prices, the turnover of stocks on the New York Exchange increased, but for the most part was still in the comparatively moderate range of 2 to 3 million shares daily. The largest turnover was on September 21, when 4,400,000 shares changed hands.The bond market was also subject to large price declines and to a materially enlarged volume of selling during September. All divisions of the bond list participated in the downward movement, with foreign issues showing the greatest depreciation for the month. Available price averages of domestic corporation bonds dropped steadily in September, following a net decline during the previous month, and by the closing days of September were down 5 to 9% points for the month to new lows for several years past. The comparison with the lows of previous years depends to a considerable extent upon the particular issues and grades of bonds composing the various averages, but in general it appears that domestic corporate issues have reached a lower level than at any time since at least 1924.As the result of the marked weakness in foreign issues, including virtually all issues quoted on the Exchange, a price average composed of 40 representative foreign issues dropped 18 points further in September. This decline* followed a decline of about 3 points in August and one of nearly 8 points in July, so that the average reached a new low level for the period of approximately seven years during which it has been computed. Losses that were large for United States Government bonds, though smaller than in other types of bonds, occurred also in the prices of Treasury

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

October 1, 1931



78 MONTHLY REVIEW, OCTOBER 1, 1931

and Liberty Loan issues. The new Treasury Bond issue floated on September 15 dropped to 97%, and other Treasury Bonds showed net losses of 2% to 3% points, while Liberty Loan issues were off more than 1 to 2% points.
New Financing

Final figures for the amount of new securities offered during August were not materially higher than the preliminary data for the month. The total of $126,000,000, which included $120,000,000 of new capital issues and $6,000,000 of refunding, was the smallest for any month in recent years. Of the new capital issues, State and municipal financing accounted for $74,000,000, domestic corporate bonds for $34,000,000, and domestic corporate stock issues for $12,000,000. There was no foreign financing consummated.Although offerings of new securities continued to be in small volume during September, the total for the month as a whole appears to have been somewhat larger than in August. In the week beginning September 21, however, new offerings were almost entirely suspended. The month’s total was composed chiefly of State, municipal, and Federal Intermediate Credit Bank issues, including a $20,000,000 State of New Jersey issue, which was taken directly by a large insurance company, and $40,000,000 of State of New York serial bonds. This latter issue was purchased by an underwriting syndicate for distribution at an interest cost of 3.23 per cent to the State, the lowest interest charge for any comparable borrowing of the State in about 25 years. Also included in the month’s total was the sale in this market of a part of a $50,000,000 issue of Canadian National Railway bonds, guaranteed by the Canadian Government.
Foreign Trade

This country’s total foreign merchandise trade followed during August the downward course of the past two years, contrary to the usual tendency at this season. Imports were reduced to $167,000,000 and exports to $162,000,000, thus creating an unfavorable balance of merchandise trade for the first time since May 1929. Imports were 24 per cent less in value than in August1930, a somewhat smaller decrease from a year ago than in most recent months. Exports, on the other hand, were 46 per cent smaller than in August 1930, which is the largest loss so far reported during the present depression.Grain and cotton exports, especially to Europe, showed unseasonal declines in August and were far below the levels of a year ago. The quantity of grain shipped abroad was 49 per cent smaller than a year ago and cotton exports were 42 per cent smaller; in value the declines were considerably larger due to the unusually low prices obtainable for these commodities.The accompanying diagram indicates the changes that have occurred in the export and import trade of the United States since the 1929 peak. The data shown are average daily figures for each month of the period, adjusted for the usual seasonal movements indicated by past experience. It appears from the diagram that the seasonally adjusted figures for exports have declined considerably more from the peak of 1929 than have the

M ILLION S O F  D O L L A R S

Average Daily Merchandise Exports and Imports During Each 
Month of 1929-1931, Adjusted for Seasonal Variations

similar figures for imports, so that the excess of exports has narrowed materially in recent months. The decline in exports has been continuous during 1930 and 1931, while imports, after showing in 1930 much the same decrease as exports, have held at a fairly constant level between January and August of this year.
Building

The course of building contract awards continued downward in August, and all of the major categories of building and engineering work were more than seasonally below the level of the previous month. According to the F. W. Dodge Corporation report, the principal decline was in contracts for public works and utilities, which after seasonal adjustment were the lowest since 1925. The decline in this group from the August 1930 volume amounted to 43 per cent, while residential and other non-residential contracts were down 28 and 27 per cent, respectively. Consequently, total building and engineering contracts in August showed a decrease of33 per cent as compared with August of last year. Contract awards during the first three weeks of September, however, were more than seasonally above the level of August; increases in the daily average figures were due to larger contracts for public works and utilities and for other non-residential building.In Metropolitan New York and vicinity, August contracts showed a contraction of about one-third from a year ago, due chiefly to the continued low level of commercial building.
Commodity Prices

After holding fairly steady for several months, the general level of wholesale commodity prices weakened somewhat in the latter part of September, and probably reached a level slightly below1 the 1913 average. Among individual commodities, new low records for all time were established in copper at 7 cents a pound and in rubber at 41/2 cents a pound. The price of cotton declined to 5.95 cents a pound, and cash corn dropped further to 37% cents a bushel, both new low levels for many years. Hog prices also declined to a new low for a number of years, and the prices of meats and hides showed a downward tendency. Lead, zinc, and
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tin prices declined somewhat toward the close of the month, but only tin broke through the low level reached earlier this year.Cash wheat prices recovered sharply by the middle of September to 72 cents a bushel for Number 1 Northern at Minneapolis, as compared with the July low of 56% cents, but declined to 64% cents in the second half of the month; wheat futures at Chicago meanwhile declined to the lowest levels on record. Crude petroleum quotations rose further during September to 84 cents a barrel, according to a composite average, and coal prices were a little higher. The price of silver rose sharply, accompanying the suspension of gold payments by several countries, and touched a high of 31 cents, but subsequently lost all of this; gain.
Employment and Wages

In August, it is usual for factory employment to begin to show the autumn expansion, but this year employment in New York State declined slightly further, and for the country as a whole showed a less than seasonal increase. This bank’s employment indexes consequently declined to new low levels for the post-war years which they cover. In regard to non-manufacturing employment, the United States Employment Service reported that the number of workers engaged in highway construction remained at a high level in August, but that a substantial surplus of building labor continued to be apparent in most cities.Factory payrolls both for the country as a whole and for New York State showed a decline instead of the usual seasonal advance in August, and average earnings of those workers who were employed declined further. The Bureau of Labor Statistics reported that a total of 221 establishments reduced their wage rates in the month ended August 15; these reductions averaged 10 per cent and affected 21,000 employees. Toward the close of September a number of large corporations, led by the United States Steel Corporation, announced reductions in their wage scales.
Production

Data available for September indicate that, after seasonal adjustment, a further decline has occurred in the level of productive activity. Steel mill operations were curtailed during the month, and the weekly estimates of activity dropped below 30 per cent of capacity for the first time in the current depression. Automobile production showed a further decline, and output of crude petroleum was far below the August average, owing to enforced curtailment in the East Texas field. On the other hand, production of bituminous coal and of cotton goods increased seasonally.During August, productive activity in general showed a small decline, and, as it is usual for the autumn expansion to commence in this month, a preponderance of this bank’s adjusted indexes were lower than in July. The Federal Reserve Board’s seasonally adjusted index of the production of manufactures and minerals, from which the trend of growth is not eliminated, dropped to a new low since 1922, the August figure showing a decline of 37 per cent from the peak of June 1929. A

downward tendency prevailed in most of the important industrial groups. Activity in the iron and steel industry declined further during August to the lowest level since 1921, and an unseasonal drop occurred in the output of lead. In the automobile and lumber industries also production was further curtailed in August. Among the fuels, crude petroleum output declined substantially, bituminous coal production failed to show all of the increase that is usual for August, and coke production was reduced; anthracite coal alone made a favorable comparison with the previous month. Among the textiles, mill consumption of raw cotton showed a small but unseasonal decline, and consumption of raw silk also decreased instead of showing the usual expansion, but the index of wool mill activity remained at the relatively high level of July, and sole leather and shoe production increased. Declines occurred in the indexes of production of tobacco products, newsprint paper, cement, and wheat flour, and in meltings of sugar, but an increase occurred in live stock slaughterings.
(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

Aug. June July Aug.

Metals
86 56 50 43

Steel ingots..................................................... 86 58 52 48
79 63 55 54p
93 53 56 52
75 41 37 38

Tin deliveries................................................. 85 73 76 76

Automobiles
Passenger cars................................................ 51 50 46 4 Op
M otor trucks.................................................. 70 7 Or 63 59 p

Fuels
Bituminous coal............................................. 88 80 79 7 6p
Anthracite coa l.............................................. 93 70 61 66p

89 65 61 57
Petroleum, crude........................................... 89 86 86 80 p
Petroleum products...................................... 88 80 80

Textiles and Leather Products
Cotton consumption.................................... 65 78 82 78
W ool mill activ ity......................................... 71 89 98 99
Silk consumption.......................................... 75 79 85 77
Leather, sole................................................... 105 82 84 91p
Leather, upper n ........................................... 93n 93 n
Boots and shoes............................................ 84 94 89p 94p

Foods and Tobacco Products
Live stock slaughtered................................. 93 84 84 91
Wheat flour.................................................... 101 81 98 92
Sugar meltings, U. S. ports........................ 74 69 81 74
Tobacco products.......................................... 100 97 91 88

Miscellaneous
114 93 89 83
66 81 73
68r 54r 49r 45r

Printing activ ity ........................................... 87 82 81
Paper, newsprint........................................... 90 88 90p 80p
Paper, other than newsprint...................... 84 82 p

91 78 79 p

p Preliminary r Revised n New series

Indexes of Business Activity
Car loadings of merchandise and miscellaneous freight indicate that the movement of goods failed to show the customary seasonal expansion in the first three weeks of September. Usually a substantial rise takes place late in August and continues to the end of September, but this year car loadings of this type of freight increased less than 1 per cent through the first week of September and then showed a downward tendency.This bank’s August indexes of the distribution of
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goods and of general business activity showed a decidedly downward movement. Car loadings, both of merchandise and miscellaneous freight and of bulk materials, underwent unseasonal declines, and further losses were recorded in this country’s foreign trade. Declines were shown also in the indexes of wholesale trade and of traffic on important waterways. Department store sales in this district and in the country as a whole increased a little less than usual during August, and declines after seasonal adjustment occurred also in chain grocery sales, advertising, automobile registrations, and postal receipts. Moreover, the number of business failures did not decline as much as usual for the month of August.
(Adjusted for seasonal'variations and usual year-to-year growth)

1930 1931

Aug. June July Aug.

Primary Distribution
Car loadings, merchandise and misc........ 88 78 75 72
Car loadings, other....................................... 86 65 69 64
Exports r .......................................................... 89r 67r 64r 57 r
Imports r ......................................................... 87 r 79r 80r 72 r
Waterways traffic n ...................................... 87 n 61n 64n 58n
Wholesale trade r .......................................... 92 r 93r 97r 89r

Distribution to Consumer
Department store sales, 2nd Dist............. 99 99 90 89
Chain grocery sales r .................................... 97r 96r 94r 91r
Other chain store sales r .............................. 96r 90r 87 r 90r
Mail order house sales r .............................. 96r 89r 91r
Advertising..................................................... 82 76 76 74
Gasoline consumption n .............................. 9 On 91n 86 n
Passenger automobile registrations n . . . . 64 n 57n 53 n 48n

General Business Activity
Bank debits, outside of New York City.. 95 86 82 81
Bank debits, New York City r ................. 83r 84r 72r 67r
Velocity of bank deposits, outside of New

York C ity ................................................... 103 89 88 86
Velocity of bank deposits, New York City 112 96 80 77
Shares sold on N. Y. Stock Exchange. . . 127 157 104 76
Postal receipts................................................ 91 84 85 81
Life insurance paid fo r ................................ 95 92 89 90
Electric pow er................................................ 89 81 83p
Employment in the United States........... 86 78 77 76
Business failures............................................ 105 98 100 104
Building contracts......................................... 72 62 58 49
New corporations formed in N. Y . State 85 94 96 95
Real estate transfers.................................... 63 52 52 52

General price level * .................................... 166 150 149 149
Composite index of wages * ....................... 223 215 213 214
Cost of living * .............................................. 164 148 148 148

p Preliminary r Revised n New series *1913 average= 100

Department Store Trade
Sales of the reporting department stores in this district during August averaged 12% per cent smaller than in August 1930, the largest year-to-year decline since May. Department stores located in New York City, Newark, Southern New York State, and the Capital District reported decreases of about 13 per cent, while larger decreases were reported for stores in Rochester, Northern New York State, and Bridgeport District. Declines somewhat less than the average were reported in the sales of stores in the Syracuse and the Hudson River Valley districts. The Buffalo and Westchester District reporting department stores showed comparatively small decreases from the sales of a year previous. Sales of the leading apparel stores showed a large decline from August 1930.During the first half of September, department stores in the Metropolitan area of New York reported sales 17 per cent less than in the comparable period of last year.

Stocks of merchandise on hand at the end of August, valued at retail prices, remained substantially smaller than a year ago. Collections on charge accounts outstanding continued to be somewhat slower than in the previous year.

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
July 31 

collected 
in August

Net sales
Stock 

on hand 
end of 
monthAugust

January
toAugust

1930 1931

— 12.7 —  7.1 — 14.3 36.1 35.9
—  6 .0 —  8 .6 — 10.2 44.0 39.9
— 17.5 —  6 .0 — 11.5 31.0 34.8
— 11.2 —  9 .2 — 11.4 24.8 23.4
— 12.8 —  5.4 —  9 .6 35.1 33.0

Bridgeport District......................... — 14.9 — 10.4 — 17.2 36.7 33.4
— 12.7 —  8 .8 — 12.4 34.3 31.7

Northern New York State. . . . — 18.2
Southern New York State........ — 13.2
Hudson River Valley D istrict.. — 11.2
Capital D istrict........................... — 12.8
Westchester D istrict.................. —  2 .8

All department stores............ — 12.5 —  7.1 — 13.3 35.3 34.4

Apparel stores.......................... — 19.5 —  9 .2 — 16.2 34.4 34.1

Wholesale Trade
Reporting wholesale firms in this district showed total August sales about 22 per cent below the previous year, the largest decrease since February. Declines from a year ago exceeding 20 per cent were again reported in the sales of men’s clothing, cotton goods, paper, diamonds, and jewelry, while decreases of 15 per cent to 20 per cent occurred in the sales of groceries, shoes, hardware, and stationery. Wholesale drug sales also were 16 per cent smaller than in 1930, following an increase in July, and machine tool orders, reported by the National Machine Tool Builders Association, remained far below the 1930 level. Yardage sales of silk goods, reported by the Silk Association of America, however, continued to be larger than a year ago.The value of stocks on hand at the end of August was below a year ago in all reporting lines. The ratio of collections to accounts outstanding was about the same as in August 1930.

Commodity

Percentage 
change 

August 1931 
compared with 

July 1931

Percentage 
change 

August 1931 
compared with 

August 1930

Per cent of 
accounts 

outstanding 
July 31 

collected 
in August

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1930 1931

Men’s clothing...............
Cotton goods..................

Machine tools**............

— 14.5 
+144 .1  
+  9 .7  
+ 26 .6*  
+ 2 5 .7  
— 12.3
—  4 .3  
+ 1 6 .6  
— 18.4
—  9 .4  
+  9 .5  
+  6.3

—  0 .4

+  4 .4
—  5.8* 
+  5.4  
+  9 .4
—  5.3

—  6.1 
—  0 .2

— 18.7
— 35.2
— 24.9
+ 11 .4*
— 14.8
— 16.0
— 16.4
— 37.0
— 20.8
— 24.6
— 59.2
— 41.9

—  9 .3

— 3 i]9  
— 20.2* 
— 28.3
—  0 .7
—  5.5

— 32.6
— 33.7

73.2 
34.4
35.8
43.6 
36.0
41.8
44.8

67 ’.9
55.3
20.6 }

74.7
35.8
35.0
53.9
34.3
31.0
43.3

66! 9
46.6
17.6 }

Weighted average... . + 2 9 .4 — 21.6 48.4 48.6

*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 
Variations (1923-25 average =  100 per cent)

Federal Reserve Board’s Index of Factory Em
ployment with Adjustment for Seasonal Varia

tions (1923-25 average =  100 per cent)

Wholesale Price Index of United States Bureau 
of Labor Statistics (1926 average — 100 per cent)

Monthly Averages of Weekly Figures for Re
porting Member Banks in Leading Cities 

(Latest figures are averages of first 
three weeks of September)

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
(Summarized by the Federal Eeserve Board)

V OLUME of industrial production and factory employment, which usually 
increases at this season, showed little change from July to August, and the 

Board’s seasonally adjusted indexes consequently declined. The general level 
o f wholesale prices remained in August at about the same level as in the two 
preceding months, but declined somewhat in the first three weeks of September.

P roduction  a n d  E m p l o y m e n t
Industrial production, as measured by the Board’s seasonally adjusted 

index, declined from 83 per cent of the 1923-1925 average in July to 80 per 
cent in August, which compares with the previous low level of 82 per cent for 
December 1930. Output of steel, which ordinarily increases in August, declined 
further to 31 per cent of capacity, reflecting in part curtailment in automobile 
production; lumber output also decreased, contrary to seasonal tendency. 
Activity at textile mills and shoe factories showed about the usual seasonal 
changes, and production in these industries continued to be in substantially 
larger volume than a year ago. In the latter part of August, output of crude 
petroleum decreased 30 per cent, the reduction being in East Texas, follow
ing earlier curtailment in Oklahoma fields; in the middle of September pro
duction increased somewhat.

Volume of factory employment, which usually increases at this season, 
showed little change from the middle of July to the middle of August. The 
number employed in the clothing and shoe industries and in canning factories 
increased, while employment at steel mills, automobile plants, foundries, and 
car building shops declined.

Value of building contracts awarded, as reported by the F. W. Dodge 
Corporation, continued to decline in August and for the first eight months of 
1931 was 31 per cent less than in the corresponding period of 1930, reflecting 
decreases of 18 per cent in contracts for residential building, 30 per cent for 
public works and utilities, 54 per cent for factories, and 56 per cent for com
mercial building.

Department of Agriculture crop estimates based on September 1 con
ditions were about the same as estimates made a month earlier. High yields 
per acre and large crops were indicated for cotton, winter wheat, and tobacco, 
while crops of spring wheat and hay were expected to be unusually small, 
chiefly on account of dry weather. The corn crop was estimated at 2,715,- 
000,000 bushels, 600,000,000 bushels larger than last year, but 50,000,000 
bushels smaller than the five-year average.

D ist r ib u t io n
Daily average freight-car loadings declined somewhat in August, con

trary to the seasonal movement, while department store sales increased, but 
by an amount slightly smaller than is usual in August.

P rices
The general level of wholesale prices increased from 70.0 per cent of 

the 1926 average in June and July to 70.2 per cent in August, according to 
the Bureau of Labor Statistics, reflecting increases in the prices of livestock, 
meats, dairy products, and petroleum, offset in large part by decreases in 
the prices of grains, cotton, and cotton textiles. During the first three weeks 
of September, prices of livestock, meats, hides, and cotton declined while 
prices of dairy products continued to increase.

B a n k  Credit
Volume of Reserve Bank credit, which had increased by $240,000,000 

during the month of August, increased further by $70,000,000 in the first part 
of September, and in the week ended September 19, averaged $1,265,000,000. 
The demand for the additional Reserve Bank credit arose chiefly from an 
increase of $295,000,000 in the volume of currency outstanding; there were 
also further transfers to the Reserve Banks by foreign correspondents of 
funds previously employed in the acceptance market, offset in large part by 
a growth of $60,000,000 in the country’s stock of monetary gold. Following 
the suspension of the gold standard act by Great Britain, more than $100,- 
000,000 in gold was added to the amount held by the Federal Reserve Banks 
under earmark for foreign account and there was a corresponding decrease 
in the country’s stock of monetary gold.

Loans and investments of reporting member banks in leading cities, after 
declining in July and the first half o f August, showed little change in the three- 
week period ended September 9. There was a further decline in loans on 
securities while the banks’ holdings of investments increased somewhat. In 
the following week, the banks added $227,000,000 to their holdings of United 
States Government securities when an issue of $800,000,000 of United States 
Government bonds was brought out, while holdings of other securities were 
reduced by $40,000,000. Loans on securities continued to decline, and all 
other loans were also reduced, contrary to the usual seasonal tendency.

Money rates in the open market continued at low levels. On September 
22 the rate on bankers acceptances advanced from % of 1 per cent to 1 per 
cent. Yields on high-grade bonds increased during the last half of August 
and the first part of September.
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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 is t r ic t

Federal Reserve Agent________ Federal Reserve Bank, New York____________ November 1. 1931

Money Market in October
During October this country sustained a net loss of approximately $439,000,000 of gold, probably the largest gold movement ever experienced by this or any other country. The outflow represented a continuation of the movement which started in the latter part of September, but the character of the movement changed in October and in the latter part of the month the outflow diminished considerably. The reductions in the monetary gold stock of the United States by calendar weeks since the movement started have been approximately as follows:

Week ended Amount

September 26 ...................................................................... .. . $173,000,000
168,000,000
153.000.000
151.000.000 
60,000,000

7,000,000

October 3 ...........................................................................
October 10 ..........................................................................
October 17..........................................................................
October 24 ..........................................................................
October 31 (preliminary)................................................

Whereas the early part of the gold loss represented purchases by foreign central banks to strengthen their own position, and the gold was left under earmark in this country, the loss in recent weeks has represented more largely the withdrawal of funds from this market by European private banking organizations and individuals, as a result of which French and Swiss francs, belgas, and Dutch guilders rose to levels at which gold exports were profitable. When the immediate shock and confusion of Great Britain’s suspension of gold payments had passed and as gold exports began to exercise something of their normal effect in hardening money rates here and piling up surplus funds abroad, dollar exchange strengthened relative to the European exchanges to the point where the profit in gold shipments was practically eliminated. The total outflow of gold since the movement began in September is now approximately equal to the inflow of gold since the beginning of1930, but leaves the monetary gold stock of the United States at the end of October above the levels prevailing in the latter part of 1928 and early 1929.
The Federal Reserve System still has reserves in excess of the amount which it is legally required to

hold against Federal Reserve notes in circulation and against member bank reserve balances and other deposits, amounting to more than $1,000,000,000. In addition there is about $1,000,000,000 of gold certificates in circulation in this country, a considerable part of which could if desired be replaced with other forms of currency.
The domestic demand for currency during the past month has shown tendencies somewhat similar to those in the foreign demand for gold. In the latter part of September and early October the demand for currency was unusually heavy, partly due to seasonal requirements, but after October 7 the demand slackened considerably, and in the last week of the month there was a small net return of currency to the Reserve Banks.The combined effect of the withdrawal of foreign funds from this country and of the demand for currency was reflected in a large increase in demand for Federal Reserve credit, which is shown in the accompanying diagram. Between the week ended September 19 and October 24, the total volume of Federal Reserve credit in use increased from $1,265,000,000 to $2,255,000,000, the highest level since 1921. The additional credit, as the following table shows, was supplied by the Reserve Banks partly through a large increase in acceptance
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holdings and partly through an almost equally large increase in discounts for member banks.
(In millions of dollars)

Average for week ended

September 19 October 24

Bills discounted..................................................................... 269 704
Bills bought............................................................................ 212 768
U. S. Government securities.............................................. 741 728
Other Federal Reserve credit............................................ 43 55

Total Federal Reserve credit.................................... 1,265 2,255

This rapid increase in the demand for Federal Reserve credit was accompanied by a general rise in money rates in the New York money market; first a moderate rise in open market bill rates, then two successive advances of 1 per cent each in the discount rate of the Federal Reserve Bank of New York, followed by a general rise in all open market money rates. The advances in the discount rate of the Federal Reserve Bank of New York were made effective on October 9 and October 16, and raised the rate from 1̂2 to 3% per cent. Advances were made also in the discount rates of the Federal Reserve Banks of Boston, Philadelphia, Cleveland, Richmond, Chicago, St. Louis, Kansas City, Dallas, and San Francisco. The rates prevailing in the New York money market at the end of October are shown in the following table, together with the comparative rates of a month previous and a year ago.
Money Rates at New York

Oct. 31, 1930 Sept. 30, 1931 Oct. 30, 1931

Stock Exchange call loans........................ 2 I X 2H
Stock Exchange 90 day loans................. 2^ 2 *3 M-4
Prime commercial paper.......................... 3 2 3M -4M
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans..

m I X 3 X
t3.88 |3.33 f3 .6 7

Treasury certificates and notes
Maturing December 15 (yield)........... 1.32 .85 1.48
Maturing March 15 (yield)................. 1.67 1.17 2 .3 2

Federal Reserve Bank of New York re
discount rate........................................... 2 M I X 3 X

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. t2 I X 3 Vs

* Nominal t  Average rate of leading banks at middle of month 
t  1-75 days— 1 %  per cent

The rise in short-term money rates was accompanied by a rise in yields on long-term bonds, and a fall in bond prices. Until September, the prices of United States Government bonds and other high grade bonds had held at comparatively high levels, but in the latter part of September and much of October they declined substantially, first in anticipation, then in the realization, of higher money rates. The fall in bond prices was much larger than would normally have been expected in response to the rise in short-term money rates, however, as it carried prices well below the lowest levels of 1929, when much higher money rates prevailed.
M e m b e r  B a n k  C redit 

Reports from weekly reporting member banks in leading cities throughout the country have shown a large shrinkage of deposits in recent weeks. This shrinkage, which in the first three weeks of the month amounted to $1,250,000,000, apparently was due in part to the with

drawal of funds by foreign and domestic depositors, but more largely to the liquidation of loans and investments. During the same period the total loans and investments of these banks showed a reduction of more than $800,000,000, over half of which was in security loans and the remainder divided between other loans and investments. Since the first of July total deposits of the reporting banks have been reduced $2,000,000,000, and total loans and investments have declined $1,200,- 
0 0 0 , 0 0 0 .

B il l  M a r k e t

The principal developments in the bill market during October were a rapid advance in rates and a further marked concentration of the outstanding bills in the portfolio of the Federal Reserve Banks. In the first half of the month, the small investment demand for bills reflected the fact that, as foreign central banks had either disposed of a large part of their bill holdings in order to provide funds with which to purchase gold, or were then disposing of their bills, reinvestment demand from this important source was largely lacking. At the same time domestic banks, in order to meet demands on them for funds, were disposing of their bills, partly through the dealers, though more largely by sale to the Reserve Bank.
Following the initial increase in the Federal Reserve discount rate, open market rates were advanced in several steps by a total of 1 to 1*4 per cent, making the offering quotation for unindorsed 90 day bills 2% per cent. As a result of the disturbance in the rate structure of the discount market, the majority of the new bills created were immediately offered by the banks to the dealers. By the middle of the month the increased sales of bills by the domestic banks, dealers, and foreign central banks had increased the Reserve Banks’ portfolio of bills to $730,000,000, a rise of $261,000,000 since the end of September and of $512,000,000 since the middle of September. The second increase in the New York Reserve Bank’s rate, on October 16, was followed by an advance in open market offering rates ranging from % to lx4 per cent and bid rates were advanced sufficiently to create a spread of 14 per cent between bid and offering rates. The offering rate for unindorsed 90 day bills became 3*4 per cent, representing an advance of 2% per cent from the low level that prevailed through the summer months.
After bill rates attained these levels, a moderate investment demand for bills from foreign account developed, some demand from local institutions arose, and, as the available supply of bills was very moderate, dealers’ portfolios were reduced to a small figure. Bill holdings of the Reserve Banks showed a comparatively moderate further increase during the week ended October 21, but this was due to offerings of bills prior to the last rate increase. Foreign buying of bills during the remainder of the month absorbed all of the limited amount of new bills that came into the market, and Federal Reserve holdings for own account declined somewhat from the high figure of October 21, due to an excess of maturing bills over the amount of bills offered to the Reserve Banks by banks and dealers.
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MILLIONS OF DOLLARS

Coincident with the increases in open market bill rates effected during the month, advances were made in the rates at which the Federal Reserve Bank of New York makes purchases of bills. By October 16, the buying rate for indorsed bills maturing in 90 days or less had been raised to 3% per cent, as compared with a rate of 1% per cent at the month’s opening.
On September 30, the total volume of dollar acceptances outstanding amounted to $996,000,000, a decrease of $94,000,000 during that month. On the same date, the Federal Reserve Bank’s total purchased bill holdings amounted to $469,000,000, an increase of $254,000,- 000 during September. As the accompanying diagram indicates, this continued tendency for bills to flow into the Reserve System during the greater part of October resulted in raising the Federal Reserve bill portfolio to a new high level, and it is probable that toward the end of the month more than two-thirds of the outstanding dollar acceptances were held by the Reserve Banks for their own account, as against a very small proportion during the summer months.

C o m m e r c ia l  P aper  M a r k e t

The open market offering range for prime commercial paper advanced to 2-2% per cent in the opening days of October, rose to 2%-3 per cent after the first increase in the Reserve Bank discount rate, and to percent following the second discount rate increase at New York. Throughout the period the investment demand on the part of the banks was generally at a low ebb, though toward the end of the month some increase in the amount of orders received by the dealers from country banks was reported. With the market so largely of a nominal nature because of the small demand for and supply of commercial paper, no prevailing rate for prime names could be quoted, though it is probable that after the middle of the month more paper was sold at 4 per cent than at any other rate.
At the end of September, the reporting dealers had $248,000,000 of commercial paper outstanding. This represents a decrease of 9 per cent from the August 31

figure and of 52 per cent from the amount outstanding in September 1930.
National Credit Corporation

An important development of the past month with respect to the commercial banking situation has been the organization, at the suggestion of President Hoover, of the National Credit Corporation. The proposal, as contained in the President’s statement on October 7, was as follows:
“ T o m obilize the banking  resources o f  the coun try  to  m eet 

these conditions, I  request the bankers o f  the nation  to  fo rm  
a national institution  o f  at least $500,000,000. The purpose 
o f  this institution  is to be the rediscount o f  banking assets not 
now  e lig ib le  fo r  rediscount at the F ederal Reserve banks in  
order to assure our banks, bein g  sound, that they m ay attain 
liqu id ity  in case o f  necessity, and thereby enable them  to 
continue their business w ithout the restriction  o f  their cred it 
or the sacrifice o f  their assets. ”

This announcement was quickly followed by the appointment of an organization committee in New York, headed by Mortimer N. Buckner, President of the New York Clearing House Association. During the following days a plan for the incorporation of the project was formulated by the committee, and a board of directors selected, consisting of one member from each of the twelve Federal Reserve districts.
A plan of organization was prepared, and on October14 copies of it were sent to all clearing house associations throughout the country. Meanwhile, in advance of a formal request for subscriptions, the members of the New York Clearing House Association agreed to subscribe $150,000,000 to the new corporation. After the formation of the corporation all banks throughout the country were invited to participate by subscribing to gold notes of the corporation in an amount equal to2 per cent of their net demand and time deposits, but not to exceed 10 per cent of their capital and surplus. Steps have also been taken to have the subscribing banks throughout the country form groups or associations to work with the corporation.
The plan of operation is that the directors of the corporation will call for the payment of subscriptions in installments, and the funds thus obtained will be loaned against sound assets not eligible for rediscount at the Reserve Banks to banks that need liquid funds. The loans will be made through the groups or associations of banks, each of which will have a loan committee to pass on the loan applications of the banks in that group or association, and the corporation will receive the notes of the groups or associations of banks secured by the notes of the borrowing banks and by the collateral furnished by the borrowing banks.
In short, the corporation will tend to mobilize the liquid banking resources of the country and make funds more readily available to banks with assets that are sound but ineligible for rediscount at the Reserve Banks. It will tend to distribute rather than to expand bank credit, and will relieve banks of the necessity of sacrificing their assets by “dumping” them in the market when they need liquid funds.
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The following announcement was made by this bank on October 30th:
“ On August 1, 1931 announcement was made that the Fed

eral Reserve Bank of New York in association with other 
Federal Reserve Banks had agreed to purchase from the Bank 
of England up to the approximate equivalent of $125,000,000 
o f prime commercial bills. That agreement expires on Octo
ber 31, 1931, and the Federal Reserve Bank of New York in 
association with other Federal Reserve Banks has renewed the 
agreement for a period of three months for the approximate 
equivalent of $75,000,000, the period and amount requested 
by the Bank of England. The renewal of this agreement by 
the Federal Reserve Bank of New York has been made in 
cooperation with the Bank of France as a part of a credit 
arrangement in favor of the Bank of England now aggregat
ing in all $150,000,000.’ ’

Gold Movement
The monetary gold stock of the United States was further reduced during October by the unprecedented amount of $439,000,000, as a result of exports of gold to several European countries and of some further net earmarkings of gold for foreign central banks. The net increase in the amount of gold held under earmark for foreign account, amounting to $110,000,000, was considerably smaller than in September; this net change in earmarked holdings takes into account the release of gold previously earmarked, a part of which was shipped abroad and is included in the month’s export figures. The gold exports of the month, partly counterbalanced by imports, totaled $393,400,000, of which more than 80 per cent went to France. The amounts and destinations of the principal gold exports during October are shown in the accompanying table, together with the amounts that were taken for these countries during the last half of September.

R enew al o f Credit to Bank o f England

(In thousands of dollars)

Country Sept. 16-30 October 1-31 Total

Belgium .................. ___ $11,500 $11,500
France.................... $24,100 323,300 347,400
Germ any................ — 900 900
H olland.................. 4,200 33,700 37,900
Ita ly ........................ — 4,100 4,100
Portugal................. — 2,100 2,100
Switzerland........... — 15,000 15,000

Total............... $28,300 $390,600 $418,900

At the Port of New York, imports during October amounted to $31,000,000, of which $15,500,000 was received from Argentina, $5,000,000 from Sweden, $5,500,- 000 from Canada, and $2,750,000 from Uruguay. In addition to these imports, $22,500,000 was received from Japan and $5,500,000 from China at San Francisco.Since September 16 when the peak of $5,015,000,000 in this country’s monetary gold stock was reached there has been a net loss of $716,000,000 of gold, including an increase of $385,000,000 in earmarked gold held for foreign account, and exports of $420,000,000, partially offset by imports of $85,000,000 during this period.The accompanying diagram indicates that the gold outflow of the past two months has followed a period of nearly three years during which the movement of gold was almost continuously toward this country. The recent outward movement has therefore constituted a

M ILLIO NS OF DOLLARS

(O ctober figure prelim inary)

release of gold that had recently come to this country, leaving the United States monetary gold stock at about the same level as in February 1930.Since the suspension of gold payments by the Bank of England most of the gold arriving in London from South Africa has been withheld from sale, though small parcels have been sold to the trade at varying prices.
Central Bank Rate Changes

On October 10 the discount rate of the Bank of France was raised to 21/2 per cent from 2 per cent, which had been the rate since January 3, 1931. Following three increases in the month of September which brought their discount rates up from 4 per cent to 8 per cent, both the Sveriges Riksbank and the Norges Bank lowered their rates to 7 per cent on October 8, and again to 6 per cent on October 19. The Finlands Bank, after raising its discount rate from 6 to 7% per cent on October 2 and then to 9 per cent on the 13th (the day following the declaration of the suspension of gold payments by that bank), lowered its rate to 8 per cent on October 26. On the 29th the discount rate of the Bank of Greece was lowered from 12 to 11 per cent. The Lithuanian Bank is reported to have raised its rate from 7 per cent, where it had stood since February 1, 1925, to 8% per cent on October 3.The discount rate of the Bank of Japan, which had been 14 rin per diem on 100 yen (equivalent to 5.11 per cent per annum) since October 7, 1930, was raised on October 6, 1931 by 2 rin and is now equivalent to 5.84 per cent per annum. The rate charged member banks by the Central Bank of Chile was lowered from 7 to 6Y2 per cent on October 6, the higher rate having been in force since August 26, 1931.
Foreign Exchange

Relatively wide fluctuations and irregularity of trend marked the foreign exchanges during October. Sterling moved in a range of about 13J4 cents, touching a high of $3.97 on the 1st and closing at $3.8550 on the 30th. The reichsmark was weak in the first fortnight, but developed moderate strength at the end of the month. The currencies of the four European countries in which gold
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and foreign exchange trading is unrestricted—Belgium, France, the Netherlands, and Switzerland—were very firm during the first half of the month, but declined gradually thereafter. The three Scandinavian exchanges moved irregularly lower. Canadian dollars were at their highest level of October towards the end of the month, as were the leading South American exchanges, which firmed appreciably after the middle of the month. In the Far Eastern currencies, the Shanghai and Hong Kong silver exchanges closed strong as did the rupee, but the yen showed a net loss during October.
Closing cable rates at New York 

(In dollars)

Exchange on

Austria.........
Belgium. . . .  
Denmark. . . 
England. . . .
France.........
Germany. . .
Ita ly .............
Netherlands. 
N orway. . . .
Poland.........
Spain............
Sweden.........
Switzerland.

C anada.. .  
Argentina. 
Brazil. . . .  
U ruguay..

Japan.........
Hongkong. 
Shanghai. .

Par

$ .1407 
.1390 
.2680 

4.8665 
.0392 
.2382 
.0526 
.4020 
.2680 
.1122 
.1930 
.2680 
.1930

1.0000
.9648
.1196

1.0342

.4985

Sept. 30 
1931

$ .1397K 
.2200 

3.9250 
.0394 
.2330 
.0512 
.4026 
.2225 *
.0900
.2300
.1963

.8800

.5450

.0560

.4925

.2400

.3100

October 1931

High

$ .1402 
.1407 
.2300 

3.9700 
.0394 
.2370 
.0522 
.4075 
.2300 
.1130 
.0905 
.2450 
.1990

.9100

.5376

.0628

.4050

.4940

.2563

.3325

Low

.1350 

.1394 

.2180 

.8375 

.0393H 

.2238 

.0514 

.4017 

.2170 

.1120 

.0880 

.2210 

.1950

.8700

.4630

.0500

.3150

.4895

.2425

.3125

Oct. 30 
1931

$ .1395 
.1395 
.2195 

3.8550 
. 0.393 K  
.2370 
.0515M 
.4038 
.2170 
.1123 
.0891 
.2240 
.1950

.8963

.5319

.0625

.4050

.4895

.2550

.3250

* Not quoted at the end of September

New Financing
Aside from two United States Treasury Bill issues totaling $100,000,000 sold to replace maturing issues of the same amount, offerings of new securities during October were scant. There were no domestic corporation or foreign issues announced, and the bulk of the public offerings was composed of a $12,000,000 Federal Intermediate Credit Bank short-term debenture issue and $25,000,000 of New York City issues, the latter representing a part of a total of $42,000,000 of revenue bills and corporate stock purchased from the City by several New York banks. The month’s aggregate consequently appears to have been the smallest for any month since the war.In September, a total of $309,000,000 of new financing was consummated, of which $241,000,000 represented new capital issues and $68,000,000 refunding. The new capital issues of the month, while the largest since June, were $140,000,000 smaller than a year ago. Domestic corporate new issues amounted to $106,000,000, as against $285,000,000 in September 1930, while State and municipal financing totaled $111,000,000, an increase of $19,000,000 over a year ago. Foreign issues amounted to $24,000,000, due principally to the sale of part of a Canadian National Railway issue in this market.

Security Markets
During the first few days of October, the trend of stock market prices continued downward, and by October 5 the general level was the lowest since early

in 1922, and only about 20 per cent above the lowest point of 1921. As the result of this further substantial decline, public utility shares reached a new low since 1927, industrial stocks were the lowest since about 1922, and railroad stocks, according to available data, broke through their 1897 low. On October 6 the Washington report of an impending important financial development, which proved to be the formation of the National Credit Corporation, was accompanied by a sharp advance in stock prices—in fact the greatest percentage rise for any day since October 1929—and a further substantial advance in prices occurred within the next few days. Thereafter a moderate net rise was registered, though a declining tendency appeared in railroad stocks after the Interstate Commerce Commission decision on freight rates was announced. As a result, by October 24, stock prices in general had reached a level about 24 per cent above the low of the early part of the month. In the final week of the month, however, some net recession occurred.The turnover on the New York Stock Exchange continued in somewhat accelerated volume during the first ten days of October, but subsequently declined to an average daily amount of about 1,500,000 shares.In the bond market, prices of domestic corporation issues also continued downward during the first few days of October, after which a steadier tendency was apparent, especially in the prices of the less high grade issues which heretofore had shown the largest declines. On the whole, bond price averages containing a large proportion of the lower grade issues closed the month somewhat above the low levels reached prior to the announcement of the formation of the National Credit Corporation. Accompanying the October rise in money rates, however, price averages representing primarily high grade investment bonds continued to decline, though at a less rapid rate than in late September.The October rise in money rates was reflected clearly in the market quotations of United States Government bonds. These issues held fairly steady during the first week of the month, but declined nearly 5 points on the average during the subsequent ten days, accompanying
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the abrupt rise in short-term money rates. For a time prices of Government bonds were below the lowest levels reached in 1929 when money rates were much higher. Subsequently there was a recovery of about 1V2 points in the average price of the outstanding Liberty and Treasury issues, but these bonds showed an average net loss of about 3 points for the month.Foreign bonds moved irregularly during October, but on the whole were somewhat firmer, following the drastic declines of the previous month. An average of the prices of 40 representative foreign bonds rose 5 points, thereby canceling over one-fourth of the September loss.
Foreign Trade

The dollar value of this country ?s foreign merchandise trade increased slightly during September from the low level of the previous month. Neither exports nor imports, however, showed all of the usual seasonal advance between these two months. Imports, at $171,000,000, were 24 per cent below a year ago, the same reduction as in August. Exports, valued at $181,000,000, showed a decline of 42 per cent from September 1930, a somewhat smaller loss than in the previous month.In both imports and exports, crude materials and crude foodstuffs showed the heaviest percentage declines in values from September 1930. This is at least partly explainable by a larger drop in the prices of raw materials than in the prices of wholly and semi-manufactured products. Cotton and grain exports both were less than two-thirds of their September 1930 volume, and only a little more than one-third of the 1930 value. Raw cotton exports, however, showed more than the usual seasonal increase over August, following an unseasonal decline in that month, but shipments of grains were reduced slightly, contrary to the usual seasonal tendency. Quantity receipts of raw silk and coffee were considerably smaller than in September 1930, while crude rubber imports were in slightly larger volume.
Savings Bank Deposits

Figures collected by the Savings Bank Association of the State of New York from practically all of the savings institutions in the State show that deposits of these banks rose to a new high level of $5,172,000,000 on September 30. As the accompanying diagram indicates, the increase of deposits in the savings banks has been unusually rapid during the past year, exceeding even the 1930 rise which followed a net withdrawal of savings bank deposits during the second half of 1929. The amount due depositors at the end of September was 12% per cent larger than a year ago and 22 per cent higher than in November 1929, whereas in the three years prior to September 1928, the average yearly increase in the deposits of these banks was 8 per cent.The number of depositors likewise has shown a large increase, being 9 per cent in excess of the September 1930 total, and 13 per cent larger than in November1929. Deposits of banks located in Manhattan and the Bronx showed the largest year-to-year increase, about15 per cent, but Brooklyn banks and institutions in other parts of the State also reported increases of around 10per cent.

MILLIONS OF DOLLARS

Deposits in New York State Savings Banks

Employment and Wages
The number of workers employed in manufacturing concerns increased slightly from August to September. In New York State this increase appears to have been a little larger than usual, but for the country as a whole the increase was less than the average expansion in past years, and the seasonally adjusted index of employment for the United States declined to a new low level since at least 1919, the first year for which the index is available.Factory payrolls in New York State appear to have increased a little less than usually in September, and for the country as a whole payrolls declined rather markedly. Average weekly earnings in New York State factories declined to the lowest level since early in 1923. The Bureau of Labor Statistics reported that 362 establishments reduced their wage rates in the month ended September 15; these reductions averaged 10.6 per cent and affected 61,600 employees.

Production
Industrial production showed no consistent change in October. Activity in the steel and automobile industries declined further, but production of bituminous coal and output of cotton goods increased seasonally, and production of petroleum rose sharply, accompanying the reopening of the East Texas field.In September, productive activity declined slightly further instead of showing the usual seasonal expansion. The Federal Reserve Board’s index of industrial production, which is adjusted for seasonal variations but not for long-time growth, reached a new low level since 1922 and was 40 per cent below the 1929 peak. Additional curtailment was reported in production of pig iron, steel ingots, automobiles, lumber, crude petroleum, and cement. The September increase in output of bituminous coal appears to have been less than seasonal, and coke production failed to show the usual increase; anthracite coal production, however, rose slightly further. Among the textiles, mill consumption of raw cotton showed about the usual seasonal increase, and consumption of raw silk increased considerably more than usually, but wool mill activity
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showed a contra-seasonal decline. Shoe production was also reduced. Substantial gains occurred in the indexes of slaughterings of live stock and of production of newsprint paper.
(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

Sept. July Aug. Sept.

Metals
Pig iron ............................................................ 79 50 43 41

81 52 48 43
81 55 54 54 p

Lead.................................................................. 89 56 58r 57
75 37 38 38

Tin deliveries................................................. 105 76 76 70

Automobiles
49 46 40 29 p

M otor trucks.................................................. 75 63 59 54p

Fuels
Bituminous coal............................................. 88 79 76 73
Anthracite coa l.............................................. 84 61 66 71

84 61 57 55
Petroleum, crude........................................... 87 86 75 66p
Petroleum products...................................... 88 80 80

Textiles and Leather Products
Cotton consumption.................................... 68 82 78 79
W ool mill a ctiv ity........................................ 70 98 99 83p
Silk consumption.......................................... 101 85 77 94
Leather, sole................................................... 106 84 9 2p 8 5p
Leather, upper n ........................................... 93n 103n
Boots and shoes............................................. 83 90 97 p 8 5p

Foods and Tobacco Products
Live stock slaughtered................................ 98 84 91 99
Wheat flour.................................................... 98 98 92 84
Sugar meltings, U .S . ports........................ 84 81 74 80
Tobacco products......................................... 95 91 88 87

Miscellaneous
Cement............................................................ 106 89 83 77
Tires................................................................. 57 73 58
Lumber r ......................................................... 64r 49r 45 r 43r
Printing activ ity ........................................... 90 81 78
Paper, newsprint........................................... 87 90 80 86 p
Paper, other than newsprint...................... 83 83 77 p
W ood pulp ...................................................... 89 79 75

p Preliminary r Revised n New series

Building
The total value of building contracts awarded during September in 37 States was 8 per cent larger than in the previous month, according to the F. W. Dodge Corporation report. This August to September rise appeared to be somewhat more than seasonal, due to increases in public works and utility contracts and in other nonresidential projects. For the three month period ended with September, however, total contracts showed a 26 per cent decrease from a year ago, following a 37 per cent drop in the previous quarter and a reduction of24 per cent in the first quarter of 1931.Following the slightly more favorable showing in September, the average daily volume of contracts awarded during the first three weeks of October was considerably below the September level. An increase in residential building during this period of less than seasonal proportions, and a more than seasonal drop in public works and utility projects, were only partly offset by a less than seasonal falling off in other non-residential work, which was due to the placing of large contracts for the “Radio City” project in New York.September building contracts placed in Metropolitan New York and vicinity were 17 per cent smaller than a year ago, and the total for the third quarter of this year was 23 per cent below 1930, reflecting sizable declines in residential and non-residential building and a small decline in public engineering work. The total

value of contracts awarded in the completed nine months of this year has also been about 23 per cent below the figure for the comparable period of 1930.
Indexes of Business Activity

Average daily car loadings of merchandise and miscellaneous freight, which usually reflect fairly well changes in the general business situation, increased markedly in the first week of October but declined somewhat in the next two weeks. For the completed three weeks of October this bank’s adjusted index averaged slightly above the level of September.September indexes of the distribution of goods and of general business activity again indicated a downward movement. Car loadings of merchandise and miscellaneous freight failed by a considerable margin to show the usual seasonal increase, and gains of less than usual proportions occurred also in car loadings of bulk freight, in foreign trade and department store sales, and in bank debits outside of New York City. In addition, life insurance sales declined more than seasonally, new corporations formed showed a marked reduction, and business failures increased.
(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

Sept. July Aug. Sept.

Primary Distribution
Car loadings, merchandise and misc........ 86 75 72 67
Car loadings, other....................................... 81 69 64 62

82 64 58 r 56p
92 80 74r 72 p

Waterways traffic n ...................................... 85 n 64n 58 n 5 6n
Wholesale trade r .......................................... 92r 97r 89r 85r

Distribution to Consumer
Department store sales, 2nd Dist............. 93 90 89 85
Chain grocery sales...................................... 94 94 91 88
Other chain store sales r .............................. 92 r 87 r 90r 86r
Mail order house sales r .............................. 90 r 92r 83r
Advertising..................................................... 87 76 74 74
Gasoline consumption n .............................. 98n 86n 85 n
Passenger automobile registrations n . . .  . 66n 53 n 48 n

General Business Activity
Bank debits, outside of New York City.. 92 82 81 79
Bank debits, New York City r ................. 86r 72 r 67r 77 r
Velocity of bank deposits, outside of New

York C ity ................................................... 100 88 86 85
Velocity of bank deposits, New York City 118 80 77 84
Shares sold on N. Y. Stock Exchange. . . 153 104 76 141
Life insurance paid fo r ................................ 93 89 90 88
Postal receipts................................................ 91 85 81 82
Electric power................................................ 93 87 83p
Employment in the United States........... 85 77 76 74
Business failures............................................. 113 100 104 108
Building contracts......................................... 72 58 49 56
New corporations formed in N. Y . State 98 96 95 86
Real estate transfers.................................... 58 52 52

General price level*...................................... 167 149 149 147
Composite index of wages*........................ 225 213 214 213
Cost of living*............................................... 164 148 148 148

p Preliminary rR evised  n New series *1913 average=100

Commodity Prices
Of particular importance during October were sharp advances in wheat and cotton prices. The cash price of Number 1 Northern wheat at Minneapolis, after showing a tendency to advance in September, rose nearly 14 cents further during October to 781/4 cents a bushel, the highest quotation since the middle of June and a total advance of about 21 cents from the low reached in July. Similarly, the spot price of cotton, after reaching on October 5 a new low for many years at 5% cents a pound, rose continuously to 6.95 cents on October 23, subsequently reacting *4 cent.

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

November 1, 1931



88 MONTHLY REVIEW, NOVEMBER 1, 1931

Other important commodities moved irregularly during October. Net advances occurred in the prices of steers, corn, and silver, while hides, wool, scrap steel, pig iron, lead, and zinc showed net declines for the month.The monthly index of the Bureau of Labor Statistics declined 1% per cent in September to a level slightly below the 1913 average, reflecting declines in all except the fuel and metal groups. The decrease since the peak of July 1929 now amounts to 29 per cent.
Crops

It now appears likely that 1931 farm production in the aggregate will show an increase over that of 1930, as a decline in the total acreage under cultivation this year has been offset by the superior condition of a majority of crops. An outstanding example is the cotton crop, which is 2,352,000 bales larger than last year’s output, and with the exception of the record 1926 harvest, is the largest ever produced in this country, notwithstanding a marked reduction in the acreage planted. Output of tobacco will establish a new high record, the corn crop is substantially above the small 1930 harvest, and increases have occurred also in the potato and apple crops. A decline in the spring wheat crop to the smallest amount since the beginning of the records in 1910 was more than offset by an increase in winter wheat production, so that the total wheat crop, estimated at 884,000,- 000 bushels, is 21,000,000 bushels above the 1930 output. The only declines among other important crops are in oats, barley, and hay.
Department Store Trade

September sales of the reporting department stores in this district were 12% per cent less than last year, the same decline as occurred in August. The sales of the New York City department stores remained about 13 per cent smaller than last year, and substantial declines continued to be reported in Newark, Bridgeport, and Northern New York State, though in these localities the decreases were not quite as large as in August. In Syracuse and the Capital District, however, declines were somewhat larger than in the previous month, Buffalo and Westchester reporting stores showed the largest decreases since May, and Rochester and Hudson River Valley stores showed a heavier year-to-year decline than has been previously reported. On the other hand, the Southern New York State department stopp; reported the smallest decline in sales since Maĵ f̂nSales of the leading apparel stores in this were about 12per cent below the previous as compared/ttĵh a20 per cent drop in Augutffp ■Department store saleJrm the MetroQ|olircm area of New York during the first 13 shopjAig Jays of October were 8 per cent smaller than in Che cot responding period of 1930. The smaller decfê than in the tŵ ô̂ ng months probably reflected* the more l̂ ŷî Ŝtweather conditions for the sale of autumn and othermerchandise.Stocks of merchandise on han̂Jftt the end of September, at retail valuations, continued to be smaller than a year previous. The rate of charge account collections during September was further below the level of 1930 than in other recent months.

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
August 31 
collected in 
September

Net sales

Stock 
on hand 
end of 
month

1930 1931Sept.
Jan.

to Sept.

Bridgeport District.........................

Northern New York State. . . .
Southern New York State........
Hudson River Valley D istrict..
Capital District...........................
Westchester District...................

— 12.2
— 20.6
— 20.0
— 12.7
— 11.2
— 11.5
— 10.8
— 12.9
—  3.5  
— 16.3 
— 14.1
—  6 .7

—  7 .8  
— 10.3
—  7.6
—  9 .6
—  6 .2  
— 10.5 
—  9 .0

— 13.1
—  6 .3  
— 11.9 
— 12.4
—  9 .8  
— 16.1 
— 11.5

44.2
46.6
40.3 
26.8
39.4
35.4
35.6

42.6
38.1
36.2
23.2 
35.8
33.3 
31.2

All department stores............ — 12.5 —  7 .8 — 12.2 41.4 38.4

Apparel stores.......................... — 11.5 —  9 .4 — 17.5 39.7 36.6

Wholesale Trade
Sales of the reporting wholesale firms in this district averaged 20 per cent smaller in September than a year previous, a decline slightly less than that shown in August. Large declines from a year ago continued to be reported in the sales of groceries, shoes, paper, cotton goods, hardware, stationery, and diamonds. Jewelry sales also remained considerably below the 1930 volume, but the decrease was the smallest in several months; the decline in sales of men’s clothing was the smallest since June; and drug sales compared more favorably with a year ago than in August. Sales of silk goods, reported by the Silk Association of America, in yardage rather than dollars, were again larger than in the preceding year, though the September increase was comparatively small. Orders for machine tools were reported by Machine Tool Builders Association to have been smaller than in August, and less than half the volume of a year ago.The value of merchandise stocks in all reporting lines at the end of September was smaller than in the corresponding period of 1930. Collections were somewhat slower than a year ago in a majority of lines.

Commodity

Percentage 
change 

September 1931 
compared with 

August 1931

Percentage 
change 

September 1931 
compared with 
September 1930

Per cent of 
accounts 

outstanding 
August 31 
collected in 
September

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month

1930 1931

Men’s clothing...............
Cotton goods..................

Machine tools** ............

Paper................................

+ 12 .1  
+ 3 1 .2  
+ 2 0 .8  
+  0 .2* 
—  2 .7  
+ 38 .1  
+  3 .6  
— 21.9 
+ 1 2 .0  
+  7 .0  
+ 1 8 .4  
+ 8 6 .4

+  5 .0

+  4 .0  
—  0 .6*  
— 12.6 
+  0 .9  
—  3 .6

— 19.7
— 13.7
— 23.5
+  3 .4*
— 22.5
— 10.5
— 23.7
— 58.8
— 20.4
— 25.7
— 60.0
— 31.4

— 10.2

— 28’.9 
— 16.2* 
— 24.9 
—  3 .5  
— 11.2

77.3
43.9
35.4
45.6
34.6
61.9
43.9

64.3
54.4

]  20.6

77.4
40.8  
35.6 
54.1
29.9
32.8
40.8

63.4 
49.3

} 19.3—  2 .0  
+  5 .7

— 38.9
— 37.2

Weighted average. . . + 4 1 .3 — 20.2 52.8 50.0

♦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 
Variations (1923-25 average =  100 per cent)

Wholesale Price Index of United States Bureau 
of Labor Statistics (1926 average =  100 per cent)
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tors in Changes (Monthly averages of daily 
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first 17 days of October)

PER CENT

Money Rates in the New York Market (October 
rates are averages for the first 17 days)

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
(Summarized by the Federal Reserve Board)

I NDUSTRIAL production and factory employment, which usually increase 
at this season, showed little change from August to September, and, con

sequently, the Board’s seasonally adjusted indexes declined. The general 
level of wholesale prices also declined. Gold exports and earmarkings, together 
with an increase in domestic currency demand between the middle of Sep
tember and the middle of October, resulted in a large growth of Reserve 
Bank credit in use and a rise in money rates.

P r o d u c t io n  a n d  E m p l o y m e n t

Industrial production, as measured by the Board’s seasonally adjusted 
index, declined from 79 per cent of the 1923-1925 average in August to 
76 per cent in September. Activity at steel mills decreased from 31 per cent 
of capacity to 28 per cent; output of automobiles was reduced substantially 
and lumber production continued to decline. At cotton mills production in
creased seasonally, while activity at woolen mills and shoe factories declined 
contrary to the usual seasonal tendency. Output of petroleum was smaller in 
September than in August, but the rate of output prevailing at the end of 
September was higher than at the end of August.

The number employed at factories showed little change from the middle 
of August to the middle of September, a period when employment usually 
increases. In iron and steel mills, automobile factories and lumber mills, 
employment decreased further, contrary to the seasonal tendency; in the 
clothing and silk industries there were substantial increases in employment, 
partly of a seasonal character; in mills producing cotton goods, employment 
increased less than usual, and in woolen mills it declined from recent relatively 
high levels.

Data on value of building contracts awarded for the period between the 
first of August and the middle of October, as reported by the F. W. Dodge 
Corporation, show a continuation of the downward movement of recent months 
for residential as well as for other types of construction.

Estimates by the Department of Agriculture, based on October 1 condi
tions, indicated a cotton crop of 16,284,000 bales, the largest crop reported, 
except that of 1926, a total wheat crop somewhat larger than usual, and a 
corn crop of 2,700,000,000 bushels, 29 per cent larger than last year, and 
2 per cent smaller than the five-year average.

D is t r ib u t io n

Freight-car loadings of merchandise and sales by department stores in
creased in September, but by less than the usual seasonal amount.

W h o l e s a l e  P r ic e s

The general level of wholesale prices declined from 70.2 per cent of the 
1926 average in August to 69.1 per cent in September, according to the 
Bureau of Labor Statistics. Decreases in the prices of livestock, meats, hides, 
woolen goods, cotton and cotton goods were offset in part by increases in 
prices of dairy products, petroleum, and petroleum products. Further declines 
in the price of cotton during the first few days of October were followed by 
substantial increases in subsequent days.

B a n k  Cr e d it

During the four weeks following the suspension of gold payments in 
England on September 20, $600,000,000 of gold was withdrawn from this 
country’s monetary stock in the form of exports and earmarkings. Domestic 
demand for currency continued to increase, the growth for the month ended 
in the middle of October being about $400,000,000. The growth in the amount 
of currency outstanding, however, slowed down after the first few days in 
October. The demands for credit arising from gold movements and currency 
growth were met by member banks through the sale of acceptances to the 
Reserve Banks and by rediscounts. Volume of Reserve Bank credit outstanding 
consequently increased between the week ended September 19 and the week 
ended October 17 by $904,000,000, and on October 17 stood at $2,169,000,000, 
the highest level for ten years.

Gold and currency withdrawals resulted in a decrease of deposits at 
member banks in leading cities. Loans and investments of these banks also 
declined, reflecting reductions in loans to security brokers, as well as sales of 
acceptances to the Reserve Banks, and sales of United States securities.

During this period there was a rise in short-term money rates in the 
open market and in yields on high grade bonds. On October 9 the Federal 
Reserve Bank of New York advanced its discount rate from 1 y2 to 2 y2 per 
cent and on October 16 to 3 y2 per cent. Discount rates were also advanced 
at the Boston, Philadelphia, Cleveland, Richmond, Chicago, St. Louis, Dallas, 
and San Francisco 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 is t r ic t

Federal Reserve Agent________ Federal Reserve Bank, New York____________ December 1, 1931

Money Market in November
A marked change in the banking situation has occurred during the past month. The extraordinary outflow of gold has been followed by a renewed gain of gold. The demand for currency has been greatly reduced until, in recent weeks it has been of less than the usual seasonal proportions. Bank failures have diminished considerably in number. Liquidation of bank credit has continued, but has been less rapid than in October. The easier condition of the money market, resulting from these various changes in the situation, has been reflected in a fairly general, though moderate, decline in open market money rates.
The gradual decline in the leading European exchanges that began in the latter part of October continued in November, so that near the end of the month most of these exchanges that are still convertible into gold were closer to the gold import points at New York than to the gold export points. There were rather substantial receipts of gold from the Far East and small amounts from Latin American countries and Canada, and a part of the gold which had been earmarked for foreign account in preceding months was released during November. The result was an increase of approximately $129,000,000 in the monetary gold stock of this country during November. As a net result of gold imports in the first eight months of the year, heavy losses in September and October, and the gains in recent weeks, the country’s gold stock shows a decline for the year to date of about $174,000,000.
During November currency withdrawals from the banks appear to have been limited to those required for the ordinary week-end and month-end payrolls, and other normal needs. In fact, as the accompanying diagram indicates, the amount of currency outstanding, after adjustment for the usual seasonal fluctuations, has declined gradually for five consecutive weeks. During the remainder of the year a demand for at least $200,- 000,000 of additional currency for the holiday trade is normally to be expected. For the country as a whole bank suspensions in November were reduced to about one-third the number closed in October.
The cessation of the withdrawal of domestic deposits and foreign funds from the banks was followed by an active demand for high grade short-term investments

such as acceptances and Treasury bills and certificates. This demand was increased at the middle of November, when the New York Clearing House banks discontinued the practice of arranging brokers loans for customers other than correspondent banks and thus released approximately $160,000,000 of funds for other employment. The effects of these various developments on money rates are reflected in the following table.
M oney Rates at New York

Nov. 28, 1930 Oct. 30, 1931 Nov. 30, 1931

Stock Exchange call loans....................... 2 2H
Stock Exchange 90 day loans................. *2-2 H *3M -4 *3-3 X
Prime commercial paper.......................... 2% -3 3M -4M 3 H -4
Bills— 90 day unindorsed......................... IVs 3H 3
Customers’ rates on commercial loans.. t3.73 f 3 .67 t4 .50
Treasury securities

Maturing March 15 (yield)................. 1.19 2.32 1.99
Maturing September 15 (yie ld )......... 1.53 2.27 2.40

Federal Reserve Bank of New York re
discount rate........................................... 2 ^ 3 H 3 X

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills t2 3 H m v s

* Nominal t  Average rate of leading banks at middle of month 
% 1-75 days— 1 per cent 1-45 days— 3 per cent

The discontinuance of the placing of brokers loans for non-banking lenders largely eliminated a type of loan which made difficult the exercise of banking control over the flow of funds into the security markets in 1929, and involved a severe strain on the banks when a large
MILLIONS OF DOLLARS
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volume of these loans had to be replaced by bank loans 
near the end of that year. The replacement of the com
paratively small volume of such loans that remained on 
November 16 involved a moderate expansion oi the 
security loans of the New York banks for their own 
account, which was largely obscured by the continued 
decline in the total volume of brokers loans, and in other 
forms of bank credit.

The general tendency in recent weeks has been toward 
a continued, though less rapid, liquidation of bank 
credit. In the three weeks ended November 18, the 
total loans and investments of reporting member banks 
declined $219,000,000, as compared with a decline of 
$886,000,000 during October. Approximately two-thirds 
of the November reduction was in the investments of 
these banks, and the remainder in loans other ̂ than 
security loans. As in the previous month the decline in 
the deposits of these banks, amounting to $359,000,000, 
was larger than the decline in loans and investments. 
The November decline in deposits, like that in loans and 
investments, was at a considerably less rapid rate than in 
October, when the deposits of reporting banks declined 
more than $1,400,000,000.

Altogether, the available reports indicate a total shrink
age in bank credit of around $5,500,000,000 since 1929, 
and an accompanying shrinkage in bank deposits of 
nearly $7,000,000,000. In actual amount these figures 
represent by far the largest liquidation of bank credit 
and bank deposits which has ever occurred in this coun
try and, in proportion to the amount outstanding, the 
largest shrinkage since 1893.

B i l l  M a r k e t

During the first part of November, the investment 
demand for bills increased steadily, both from domestic 
and foreign sources, and as offerings of bills to the 
discount market were in limited volume, the dealers were 
unable to fill all of their orders. Reflecting this condi- 
dition, open market offering rates were reduced on 
November 6 and 9, and again on November 13, so that 
dealers’ offering rates became established at levels %  
per cent below those prevailing at the end of October in 
the case of unendorsed bills up to 90 day maturity, %  
per cent lower for 4 month bills, and %  per cent lower 
for the 5 and 6 month bills. Bid rates for bills up to 
90 days were reduced %  per cent, with the result that 
the spread between bid and asked rates returned from 
%  per cent to %  per cent, while bid rates for the longer 
bills were reduced by the same amount as offering rates, 
leaving a %  per cent spread.

Despite the lowering of the rate structure of the bill 
market, the investment demand continued unsatisfied, 
however, as dealers were unable to purchase a sufficient 
volume of bills. Shortly after the middle of the month 
the investment demand for bills was increased still fur
ther for a time in connection with the reinvestment of 
funds which had previously been employed by non
banking institutions in the call loan market.

In the last week of the month, however, the situation 
in the bill market changed somewhat. Demand for bills

M ILLIO NS OF DOLLARS

Volume of Bankers Acceptances Outstanding; 1931 Compared with 
Previous Three Years

declined substantially, and a few banks began to offer 
bills to the discount market. The dealers responded 
promptly by raising bid and offering rates for bills up 
to 90 day maturity by %  per cent on November 25. 
Their portfolios which were quite small during the early 
part of November remained at a low level for the balance 
of the month.

Due to the active investment demand, virtually no 
bills were offered to the Reserve Banks for System 
account. Reserve Bank bill holdings, which reached a 
peak of $769,000,000 for the weekly reporting date of 
October 21, were reduced $289,000,000 to $480,000,000, 
chiefly by maturities, during the period ended Novem
ber 25. On November 20, the buying rate of the New 
York Reserve Bank for bills maturing in 1 to 45 days 
was lowered to 3 per cent, with the rate for longer bills 
up to 90 days unchanged at 3%  per cent, and on Novem
ber 27 the rate at which bills are purchased from dealers 
under resale agreement was reduced to 3 per cent.

The total volume of bills outstanding was increased 
$43,000,000 in October to $1,040,000,000, following a 
steady decline since November 1930. As the accompany
ing diagram indicates, however, the September to Octo
ber advance this year was considerably less than has 
occurred during the same month of other recent years. 
An increase in acceptances arising from domestic ware
house credits more than accounted for the increase in 
total outstandings of bills. Export bills showed little sea
sonal expansion and the volume of acceptances based on 
goods shipped between or stored in foreign countries 
continued to decline.

C o m m e r c i a l  P a p e r  M a r k e t

Bank investment demand for open market paper was 
rather inactive with a somewhat marked concentration 
of inquiry coming from banks in the Boston and St. 
Louis districts. Due to the limited demand and also to 
the continued small volume of new paper coming into the 
dealers’ lists, the volume of business transacted in the 
open market was of small proportions. Early in Novem
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ber, the prevailing range for prime commercial paper in 
the open market became established at 4 -4 %  per cent. 
Around the middle of the month, however, following a 
slightly easier tendency in some other branches of the 
money market, the prevailing selling quotations were 
reduced to a range of 3%-4 per cent.

The smallness of the current supply of paper is indi
cated by the dealers’ reports to this bank of their paper 
outstanding which on October 31 showed a total of 
$210,000,000. This total is 15 per cent less than the 
amount outstanding a month earlier, and 57 per cent 
below the October 1930 figure.
Foreign Exchange

Though irregular and featured by gains in some cur
rencies, the foreign exchange list on the whole weak
ened during November. Sterling, in particular, after 
strengthening from its late October recession to $3.81%  
on November 9, began a new decline which was acceler
ated in the last week of the month, carrying the pound 
to $3.5250 on the 28th. French francs, belgas, and guild
ers approached their gold import points to New York in 
the second half of November, and Swiss francs, though 
remaining above par, were down several points from the 
month’s opening. The marked recession in the four 
principal European exchanges which followed the Octo
ber rise is shown in the accompanying diagram. Reichs
marks moved contrary to the general tendency among 
Europeans and rose from $0.2358 on November 2 to 
$0.2378 on the 28th.

An upward tendency also appeared in the South 
American currencies; Argentine pesos rose from $0.5333 
on the 2nd of November to $0.6211 on the 11th, receding 
to $0.5882 on the 28th; Uruguayan pesos commenced the 
month at $0.4300 and closed it at about $0.4525, while 
Brazilian milreis held fairly steady in the neighborhood 
of $0.0625.

Japanese yen also improved their position in Novem
ber, rising from $0.4915 to $0.4963, the latter rate 
being above the gold export point from Japan. The 
silver currencies strengthened in the middle of the 
month as the price of silver rose but fell back again

with the decline in the silver market. Canadian dollars 
weakened somewhat during November.

Closing Cable Rates at New York  
(In  dollars)

Exchange on Par Nov. 29, 1930 Oct. 31, 1931 Nov. 28, 1931

$ .1407 $ .1409 $ .1395 $ .1415
.1390 .1395 .1393 .1388
.2680 .2675 .2180 .1932

4.8665 4.8553 3.8300 3.5250
.0392 .0393 .0393 .0391
.2382 .2384 .2365 .2378
.4020 .4024 .4029 .4015
.0526 .0524 .0516 .0516
.2680 .2674 .2140 .1910
.1930 .1122 .0888 .0843
.2680 .2684 .2240 .1941
.1930 .1936 .1949 .1939

1.0000 1.0016 .8988 .8675
.9648 .7813 .5319 .5882
.1196 * .0625 .0625

1.0342 .7875 .4050 .4525

.4985 .4963 .4895 .4963

.3650 .3597 .2925 .2680
.3819 .3250 .3313

*  Not quoted

G old M ovem en t
The gold movement was reversed abruptly at the end 

of October and during the month of November the 
monetary gold stock of the United States was increased 
about $129,000,000, due principally to imports of $76,- 
000,000 from Japan at San Francisco and a net decrease 
of $28,300,000 in gold held under earmark for foreign 
account. In addition, $6,100,000 of gold was received 
from Canada, $4,800,000 from India, and $300,000 from 
England at the Port of New York; also $1,500,000 from 
China and $1,100,000 from Australia at San Francisco. 
Exports totaled about $4,400,000 of which $3,000,000 
went to Turkey, $700,000 to Peru, and $250,000 to 
Switzerland. The November gain of gold reduced the 
net decline in this country’s gold stock for the year to 
date to about $174,000,000.

A  total of £785,000 South African gold arrived in the 
London market during November, of which £365,000 
was taken for the continent, £180,000 for the United 
States, and the balance for the trade at varying prices.

D O LLA R S D O LLAR S DOLLARS DOLLARS
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On November 5 the Bank of Japan, which has been 
undergoing a drain of gold almost uninterruptedly for 
nearly two years, raised its rate from 16 rin to 18 rin 
per day per 100 yen, the percental equivalent being an 
increase from 5.84 to 6.57 per cent per annum. On the 
13th, the South African Keserve Bank rate was raised 
from 5 to 6 per cent, the lower rate having been in 
force since March 13, 1931.

The Austrian National Bank lowered its discount rate 
from 10 to 8 per cent on the 13th; the 10 per cent rate 
had been effective since July 23, 1931. On the 24th, the 
Bank of Danzig rate was reduced to 5 per cent from the 
6 per cent level obtaining since September 1 of this year.

N ew  Financing

Offerings of new securities other than United States 
Government issues continued in small volume during 
November, though the total for the month was somewhat 
larger than for October. Bond flotations included a 
railroad issue for the first time since the middle of 
September, and there were a few moderate sized public 
utility issues, which had been virtually suspended in 
October. State and municipal financing also aggregated 
somewhat more than in the preceding month. There 
continued to be an absence of foreign bond offerings in 
this market. Five issues of United States Treasury bills 
were put out during November, in the aggregate amount 
of $372,000,000; these issues were largely to replace five 
issues totaling $320,000,000 that matured during the 
month.

Final figures for October give a total of $45,000,000 
of new securities floated during that month. This 
amount, which is the smallest for any month since the 
war, was only about one-tenth of the October 1930 total.

Security M arkets

The general movement of stock prices continued 
upward during the first few days of November, but sub
sequently the trend was almost continuously downward. 
In the 16 trading sessions between November 10 and 
November 28 there were only two days on which the 
general level of share prices closed higher than on the 
previous day. As a result the prices of late November 
were on the average only slightly above the early Octo
ber lows, whereas in the early part of November the net 
recovery from the October lows had amounted to 31 
per cent. As the accompanying diagram indicates, the 
railroad stocks were the weakest class during the latter 
part of November, declining several points beneath the 
October low and reaching new low levels for many years. 
Industrial and public utility stocks also declined con
siderably, but in general remained somewhat above their 
October low points, although there were numerous excep
tions in individual stocks.

As in the greater part of October, trading on the 
New York Stock Exchange remained comparatively 
light. The average daily stock turnover for the whole 
month was somewhat less than 2 million shares, and on 
most days did not exceed 1%  million shares.

Central Bank Rate Changes
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Price Movements of Industrial, Railroad, and Public Utility Stocks (Standard Statistics Company weekly price indexes)
Bond prices continued to show rather wide movements 

in November. Substantial recoveries in domestic cor
poration bonds occurred during the first ten days of the 
month, but subsequently declines of 3 to 6 points in the 
various price averages and indexes reduced these indi
cators to new lows for a number of years. Foreign dollar 
bonds likewise advanced somewhat in the first part of 
November, and, despite a subsequent decline, remained 
above the lowest point reached in early October, accord
ing to a price average of 40 representative foreign issues.

The partial recovery that took place in United States 
Government obligations during the second half of Octo
ber was extended somewhat further in the first few days 
of November. For the remainder of the month, United 
States Government obligations showed a declining ten
dency, losing in all about 1%  points, but the average 
price of the eleven Liberty Loan and Treasury bond 
issues now outstanding was about 1%  points higher near 
the end of November than at the lowest point reached in 
October.

Business Profits

Third quarter earnings statements of 278 industrial 
and mercantile concerns show that these companies had 
net profits 62 per cent smaller than in the corresponding 
quarter of last year, and 82 per cent less than in 1929. 
The comparisons for the third quarter are somewhat less 
favorable than those for the preceding quarters of this 
year. Only one of the twenty groups of companies 
shown in the following table— the clothing and textiles 
group— reported larger net profits than in 1930, and in 
this case the increase was slight and was from a low 
level. Among the groups of companies showing the more 
favorable comparisons of net earnings with those of 
previous years were the food and food products, chemi
cal, paper, and tobacco companies. Net profits of 15 
automobile companies, including the General Motors Cor
poration but not the Ford Company, were 38 per cent
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smaller than a year ago, and 85 per cent less than in
1929. Among the other groups of industrial and mer
cantile concerns, declines ranged upward from these 
figures; in fact, the steel, copper, machinery, and coal 
and coke groups showed deficits.

The oil companies, while showing a large decline from 
last year, were able in the third quarter to report some 
net profits, whereas in the first half of the year large 
deficits occurred. The third quarter of the year normally 
represents the period of most active operations for the 
oil companies, but the low level of oil and gasoline prices 
this year undoubtedly increased the difficulty of showing 
profits.

Aggregate net profits of the same 278 companies for 
the first nine months of 1931 were 55 per cent smaller 
than in 1930 and 72 per cent below 1929. Of the prin
cipal groups of industries, the copper and oil companies 
had deficits for the nine months as a whole.

Net operating income of Class I railroads, both for 
the third quarter and for the first nine months, was more 
than one-third smaller than in 1930 and more than one- 
half smaller than in 1929. Third quarter income of 
these roads was the smallest for any year since 1920 
when a deficit was reported, and the total for the first 
nine months was the smallest since 1921. Telephone 
company net operating income for the first nine months 
was a little more than 3 per cent larger than in 1930, 
and about 1%  per cent larger than in 1929. Net earn
ings of other public utilities during the first nine months 
declined 12 per cent below 1930 and were 17 per cent 
less than in 1929, but these represent quite moderate 
decreases in comparison with the drop in industrial and 
mercantile profits.

(N et profits in millions of dollars)

Num 
ber
of

Third quarter Nine months

Corporation Group com
pa
nies 1929 1930 1931 1929 1930 1931

Clothing and textiles............... 8 2 0 1 2 2 0
Food and food products......... 30 49 40 32 130 122 106
Chemical..................................... 14 22 17 12 60 52 37
Paper........................................... 6 5 4 3 12 13 10
Tobacco...................................... 7 4 2 2 10 6 5
Automobile................................ 15 94 23 14 332 147 108
Printing and publishing..........
Mining and smelting (excl.

6 7 5 3 23 22 13

copper, coal and coke). . . .  
Electrical equipment...............

12 13 5 3 39 21 11
9 27 17 10 77 56 30

Office equipment....................... 7 7 4 1 22 15 4
Railroad equipment................. 6 10 9 2 25 26 5
O il................................................. 24 75 40 6 169 112 — 20
Building supplies......................
Automobile parts and acces

9 9 2 0 18 7 0

sories (excl. tires)................. 29 17 5 0 58 27 10
Motion picture.......................... 7 12 4 0 35 29 13
Machinery.................................. 17 12 5 —  1 35 23 3
Steel............................................. 15 84 32 — 17 241 140 11
Copper......................................... 6 10 1 —  2 28 7 —  3
Coal and coke............................ 7 1 0 —  1 4 2 0
Miscellaneous............................ 44 47 27 23 140 85 68

T o ta l........................................ 278 507 242 91 1,460 914 411

Telephone (net operating
103 67 67income)............................... 64 206 202 209

Other public utilities (net
earnings)............................. 63 83 71 59 261 249 218

Total public utilities........... 166 150 135 126 467 451 427

Class I  railroads _
(net operating income). . . . 171 400 283 167 963 659 408

—  Deficit

E m p loym en t and W ages

A  further downward movement was apparent in fac
tory employment and payrolls between the middle of 
September and the middle of October. Factory employ
ment in New York State, contrary to the usual seasonal 
tendency, declined 3 per cent, the largest month to 
month drop so far this year. For the country as a 
whole, factory employment declined 4 per cent, and the 
seasonally adjusted index of the Federal Reserve Board 
reached a new low level since at least 1919, the first year 
for which the index is available. Factory payrolls in 
New York State showed a drop of 6 per cent, and a 
decline of 4 per cent was shown for the United States 
as a whole.

Average weekly earnings in New York State factories 
declined further in October to the lowest figure since 
1922. As is shown in the accompanying diagram, the 
decline in average earnings since the peak of September
1929 has now reached a magnitude equal that of the 
decline from 1920 to 1922. These reductions in average 
earnings reflect the combined effects of wage rate reduc
tions and part time employment.

The annual computation of average weekly earnings 
of factory office employees made by the New York State 
Department of Labor showed the first decline that has 
been reported since 1922. The average for October 1931 
was $35.49, the lowest level since 1926 and about 5 
per cent lower than last year’s figure of $37.48. Average 
weekly earnings of factory operatives and office em
ployees together declined 10 per cent during the year. 
As compared with the pre-war average, the net per
centage rise in office workers’ earnings still falls short 
of the net advance in operatives’ earnings, but the dis
crepancy has been narrowed during the past two years.

The New York State Department of Labor has recently 
made public a census of unemployment covering more 
than 15,000 usually employed persons of both sexes in 
Buffalo. According to this census, 23 per cent of those 
able and willing to work were without employment 
during the first week of November, and 21 per cent were 
employed on a part time basis. For men only the pro
portion of total unemployment in November 1931 was
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24 per cent, as compared with 17 per cent in November
1930 and 6 per cent in November 1929. Of the men who 
were able and willing to work but unable to find jobs, 
43 per cent had been without employment for at least a 
year.

Foreign T rade
During October merchandise exports from this coun

try were valued at $205,000,000, an amount which 
showed a percentage gain from the previous month about 
equal to the usual seasonal increase. Imports, however, 
valued at $169,000,000, were substantially the same as 
in September, whereas there is usually an increase 
between these two months. In comparison with October
1930, the value of exports was reduced by 37 per cent 
and imports by 32 per cent. The year-to-year decline in 
exports was somewhat smaller than in other recent 
months, while the reduction in imports was larger.

Exports of partly and wholly finished manufactures 
and all types of imports registered heavier losses from a 
year ago than in September. Exports of crude materials 
and of crude and manufactured foodstuffs, however, 
showed smaller percentage reductions than in the previ
ous month. October raw cotton exports were equal in 
volume to those of a year ago, but, owing to the decline 
in cotton prices through this period, the value of the 
shipments was 38 per cent smaller. Cotton shipments to 
Great Britain compared more favorably with a year 
previous than in several months, and shipments to the 
Far East were in substantially larger volume than in 
either of the two previous years. The volume of imports 
of raw silk was somewhat larger than in October 1930 
while receipts of crude rubber were slightly smaller.

C om m od ity  Prices
Large fluctuations occurred in the prices of certain 

individual commodities during November, and on the 
whole prices were somewhat firmer in the early part of 
the month, but renewed declines in the latter part can
celed most of the earlier gains, and a few commodities 
reached new low levels. The widest fluctuations were in 
silver and wheat prices, which are shown in the accom
panying diagram. Silver, after ranging between 29 and 
30 cents during most of October, rose sharply to the

J F M A M J J A S O N  J F M A M J J A S O N

Movements of Wheat, Silver,

highest level of the year at 37% cents an ounce in the 
first half of November, but thereafter reverted to its 
October level. The cash price of wheat also advanced 
further to a new high for the year in the early part of 
the month, the Number 1 Northern grade at Minneapolis 
touching 83% cents a bushel, but by the end of the 
month had returned to 70% cents, the lowest price since 
the third week of October. This quotation remained 
13Y2 cents above the summer low, but the futures quota
tions declined by a larger amount than the cash quota
tions to a level within about 7%  cents of the October 
lows.

An average of crude petroleum quotations continued 
to advance in the first half of November, reaching the 
highest level since March, and remained steady during 
the remainder of the month. The price of scrap steel 
has held fairly steady since June, and similar stability 
has prevailed in finished steel and, more recently, in pig 
iron and some of the non-ferrous metals. Copper, how
ever, declined to the lowest figure on record and lead 
prices showed a small net loss for the month. Hog prices 
fell to the lowest level in many years, rubber reached a 
new all-time low, cotton reacted following last month’s 
sharp advance, and corn prices lost most of the gain 
made in October and the first half of November. Prices 
of hides rose moderately from the low levels of October.

Production

Operations in the steel industry averaged slightly 
higher in November than in October, contrary to the 
usual seasonal movement, but the tendency was down
ward in the latter part of the month. Production of 
crude petroleum, reflecting a resumption in the East 
Texas fields, was larger than at any time since August. 
Output of bituminous coal and production of cotton 
goods were not greatly changed from the October levels.

 ̂ In October, the general tendency of industrial produc
tion continued to be slightly downward, after seasonal 
allowance, and the seasonally adjusted index of the 
Federal Reserve Board reached a new low point since 
1922. Output of pig iron and steel ingots was further 
reduced to the lowest level since 1921. Production of 
passenger automobiles dropped about 50 per cent, and 
output of motor trucks was also sharply reduced.

6 L i i i 1 a) 50lri i i i i i p
J F M A M J J A S O N  J F M A M J J A S O N

Steel, and Petroleum Prices
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Declines contrary to the nsnal seasonal tendency occurred 
in wool mill activity and in mill consumption of raw 
cotton, and a more than seasonal decline took place in 
production of boots and shoes. In the output of fuels, 
large increases occurred in crude petroleum and in 
anthracite coal, while bituminous coal increased by a 
little less than the usual seasonal amount.

(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

Oct. Aug. Sept. Oct.

Metals
71 43 41 38
69 48 43 40
77 54 54p
82 58 57 58

Zinc.................................................................. 71 38 38 37
Tin deliveries............................................... .. 113 76 70 78

Automobiles
Passenger cars................................................ 31 40 29 15p
Motor trucks.................................................. 66 59 54 37p

Fuels
Bituminous coal............................................. 88 76 73 71p
Anthracite coal........ ...................................... 106 66 71 93p
Coke................................................................. 80 57 55 55
Petroleum, crude........................................... 86 75 72 82p
Petroleum products...................................... 85 80 78

Textiles and Leather Products
Cotton consumption..................................... 70 78 79 74
Wool mill activ ity ........................................ 66 99 84 62
Silk consumption........................................... 113 77 94 96
Leather, sole................................................... 98 92 86 84
Leather, upper............................................... 88 105
Boots and shoes............................................. 78 97 86p 72 p

Foods and Tobacco Products
Live stock slaughtered................................ 96 91 99 99
Wheat flour.................................................... 91 92 84 84
Sugar meltings, U. S. po rts ....................... 92 74 80 74
Tobacco products......................................... 98 88 87 83

Miscellaneous
Cement............................................................ 94 83 77 68
Tires................................................................. 61 58 51
Lumber............................................................ 61 45 43 40
Printing activ ity ............................................ 84 78 79
Paper, newsprint........................................... 89 80 86 84
Paper, other than newsprint...................... 84 78 77 p
Wood pulp ...................................................... 80 75 77 p

p Preliminary

Building
The value of building and engineering contracts 

awarded in 37 States during October was 28 per cent 
smaller than a year ago, reflecting, according to the 
F. W. Dodge Corporation report, a decrease of 42 
per cent in residential building and also a decrease of 
27 per cent in public works and utility projects and one 
of 17 per cent in other non-residential contracts. As 
compared with September, residential contracts were 
increased less than seasonally, and non-residential con
tracts for the month as a whole showed about the usual 
seasonal reduction, despite the influence of the large 
“ Radio City”  contracts, while public works and utility 
projects were reduced somewhat less than in the same 
period of other recent years.

Preliminary figures indicate that the course of build
ing operations continued downward during November. 
For the first three weeks of the month, the daily average 
of contracts awarded was down more than seasonally 
from the October level, with reductions reported in all 
of the major groups of construction.

F o r  the first ten  m onths o f  1931, the tota l value o f

building contracts was 30 per cent less than in 1930. 
The value of residential building was reduced 23 per cent, 
but the amount of new residential floor space covered by 
contracts was only 13 per cent smaller, indicating that 
some part of the decline in the figures for the value of 
building has been due to a decrease in building con
struction costs.

In Metropolitan New York and vicinity, the total 
value of contracts awarded since the first of the year 
stood 20 per cent below last year at the end of October. 
Public works and utilities were 17 per cent smaller, and 
other non-residential work was 35 per cent less, while 
the value of residential contracts was slightly larger. 
Residential building in terms of new floor space con
tracted for was 22%  per cent larger than last year. This 
increase in residential building has reflected principally 
the erection of 1 and 2 family houses.

Indexes of Business A ctiv ity

Car loadings of merchandise and miscellaneous freight, 
which are considered to be a good indicator of changes 
in general business conditions, declined somewhat less 
than seasonally during the first half of November, and 
department store trade in the New York Metropolitan 
area during the same period showed the smallest decline 
from sales in the corresponding period of 1930 in a 
number of months. Conditions in the latter part of the 
month, however, were less favorable for the distribution 
of goods.

During October, the distribution of goods and general 
business activity showed a further decline, after seasonal 
adjustment. Car loadings, both of merchandise and

(Adjusted for seasonal variations and usuaFyear-to-year growth)

1930

Oct.

1931

Aug. Sept. Oct.
Primary Distribution

Car loadings, merchandise and misc........ 84 72 67 67
Car loadings, other....................................... 80 64 62 63

75 58 56 56p
95 74 76 70p

Waterways traffic.......................................... 86 58 56 55
Wholesale trade............................................. 90 89 85 80

Distribution to Consumer
Department store sales, 2nd D ist............. 100 89 85 92
Chain grocery sales....................................... 89 91 88 82
Other chain store sales................................ 89 90 86 84
M ail order house sales................................. 94 82 77 72
Advertising..................................................... 85 74 74 72
Gasoline consumption.................................. 86 85 84
Automobile registrations............................. 56 48 45 3 5p

General Business Activity
Bank debits, outside of New York C ity . 91 81 79 76
Bank debits, New York C ity ..................... 90 67 77 71
Velocity of bank deposits, outside of New

York C ity ................................................... 100 86 85 88
Velocity of bank deposits, New York City 115 77 84 80
Shares sold on N . Y . Stock Exchange. . . 161 76 141 115
Life insurance paid fo r ................................ 91 90 88 90
Postal receipts................................................ 91 81 82 79
Electric power................................................ 91 82 83 p
Employment in the United States........... 84 76 74 72
Business failures............................................ 105 104 108 113
Building contracts........................................ 68 49 56 50p
New corporations formed in N . Y . State 90 95 86 88
Real estate transfers.................................... 61 52

General price leve l*...................................... 163 149 147 145
Composite index of wages*........................ 221 214 213 208
Cost of liv ing*............................................... 163 148 148 146

p Preliminary * 1913 average=100
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miscellaneous freight and of bulk commodities, were 
little changed from the previous month, after seasonal 
adjustment, and merchandise exports showed about the 
usual seasonal expansion. Declines occurred in mer
chandise imports and in the indexes of bank debits, 
wholesale trade, chain store sales, mail order house sales, 
advertising, and automobile registrations; and the num
ber of business failures increased to the highest level 
ever recorded for October. Department store sales, 
however, increased more than usually in October, and 
new corporations formed in New York State also in
creased somewhat more than seasonally.

D ep artm en t Store Trade
Sales of the reporting department stores in this dis

trict during October averaged 9.4 per cent smaller than 
in October 1930, the smallest decline to be shown since 
July. The declines reported by stores in Newark, South
ern New York State, the Capital District, and West
chester County were smaller than the average, and the 
October sales in Buffalo, Rochester, and the Hudson 
Valley District, though substantially smaller than a year 
ago, were not as far below as in September. In Syracuse, 
Bridgeport, and Northern New York State, however, 
department store sales during October showed larger 
decreases from last year than in September, as did also 
the sales of the leading apparel stores in the district.

For the first half of November, sales of the reporting 
department stores in the Metropolitan area were 4.8 per 
cent smaller than in the comparable period of last year, 
the smallest decrease to be reported in the mid-month 
report since June, but weather conditions were less 
favorable to the distribution of seasonable merchandise 
after the middle of the month.

Stocks of merchandise on hand at the end of October, 
valued at retail prices, continued to be considerably 
below the previous year. The percentage of outstanding 
charge accounts collected during October, however, was 
only slightly smaller than in the same period in 1930.

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
September 30, 

collected in 
October

Net sales Stock 
on hand 
end of 
month 1930 1931

Oct.
Jan. 

to Oct.

Buffalo...............................................
Rochester..........................................
Syracuse.............................................
New ark..............................................
Bridgeport D istrict.........................
Elsewhere...........................................

Northern New York State. . . .
Southern New York State........
Hudson River Valley D is tric t..
Capital D istrict............................
Westchester D istrict...................

—  9 .4  
— 13.4 
— 13.7 
— 14.1
—  6.2  
— 15.3 
— 10.1 
— 25.3  
—  8.0  
— 13.9
—  7.9
—  8.9

—  8 .0  
— 10.6
—  8.4  
— 10.2
—  6.2  
— 11.1 
—  9 .2

— 13.9
—  8.9  
— 11.1 
— 14.8
—  9 .4  
— 21.0  
— 11.1

47.6  
40.9
44.6  
31.4  
43.3
41.8
40.8

47.8
44.1
48.6  
28.3
41.2
38.7
37.8

A ll department stores............ —  9 .4 —  8 .0 — 13.0 44.8 44.2

Apparel stores.......................... — 19.4 — 10.7 — 19.4 46.1 41.8

October sales and stocks in the principal departments 
are compared with those of a year previous in the fol
lowing table:

Net sales 
percentage change 

October 1 9 3 1  
compared with 
October 1 9 3 0

Stock on hand 
percentage change 
October 3 1 ,  1 9 3 1  
compared with 

October 3 1 .  1 9 3 0

Toilet articles and drugs....................... +  3 . 7 —  2 . 9
Toys and sporting goods....................... +  2 . 1 — 1 3 . 8
Books and stationery............................ —  2 . 4 — 1 6 . 8
Home furnishings.................................... —  2 . 9 — 1 0 . 5
Cotton goods.......................................... —  5 . 1 — 1 0 . 7
Woolen goods........................................... —  5 . 5 +  6 . 6

—  5 . 6 — 1 0 . 8
—  5 . 8 — 2 7 . 6

Luggage and other leather goods. . . . — 1 0 . 1 — 2 1 . 0
Women’s ready-to-wear accessories... — 1 1 . 0 — 1 6 . 0
M en’s furnishings................................... — 1 2 . 6 — 1 0 . 5

— 1 3 . 5 — 1 5 . 5
M en’s and Boys’ wear........................... — 1 4 . 1 — 1 0 . 6
Women’s and Misses’ ready-to-wear.. — 1 4 . 6 —  4 . 5
Linens and handkerchiefs..................... — 1 8 . 0 — 2 5 . 2
Silverware and jewelry.......................... — 1 8 . 2 — 2 0 . 5
Musical instruments and radio........... — 1 8 . 2 — 2 9 . 3
Silks and velvets................................. — 2 0 . 9 — 2 7 . 9
Miscellaneous........................................... — 1 4 . 4 — 1 4 . 4

W holesale Trade

The total October sales of the reporting wholesale 
firms in this district averaged 22 per cent smaller than 
a year ago, or about the same decline as in the two 
previous months. Sales of drugs, groceries, and men’s 
clothing showed the smallest decreases, with the excep
tion of silk goods, sales of which are reported in yardage 
rather than value by the Silk Association of America. 
In the case of silk goods the October decline was the first 
since May. Decreases in sales of more than 20 per cent 
continued to be reported by wholesale hardware, cotton 
goods, and paper dealers. Stationery wholesalers re
ported the largest decline from the previous year since 
October 1930, and shoe sales showed the largest decrease 
in more than a year. Sales of jewelry and diamonds 
continued to be far below the previous year, and machine 
tool orders, reported by the National Machine Tool 
Builders Association, remained less than half the volume 
of a year ago.

Stocks of merchandise on hand at the end of the 
month showed sizable decreases from a year ago in all 
reporting lines, with the exception of drugs. Collections 
in October of this year were somewhat slower than 
in 1930.

Commodity

Percentage 
change 

October 1931 
compared with 

September 1931

Percentage 
change 

October 1931 
compared with 
October 1930

Per cent of 
accounts 

outstanding 
September 30 

e collected 
in October

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1930 1931

M en’s clothing...............
Cotton goods..................

Machine tools**.............

Paper................................

+ 1 2 .5  
— 31.7  
+ 1 6 .1  
— 19.2* 
— 21.3 
+ 2 0 .7  
+ 1 9 .5  
— 20.5  
+  3 .4  
+ 1 3 .7  
+ 2 0 .6  
+  10.2

—  2.1

—  5 .8  
+  7 .6 *
—  4.1  
+  9 .6
—  7 .2

— 18.7
— 16.6
— 27.7
— 11.5*
— 32.1
— 13.5
— 20.8
— 50.6
— 26.0
— 21.4
— 46.4
— 37.3

— 20.7

— 24.9  
— 12.2* 
— 18.9 
+ 1 7 .0  
—  9.9

81.1
38.0  
37.4
46.7
52.8  
40.6  
48.3

64.8
57.0

} 21.9

81.2
33.7
36.4
54.4
39.8  
31.2  
45.1

67 .3
46.9  

} 19.0—  4 .7
—  6.5

— 40.6
— 39.0

Weighted average. . . —  2 .8 — 22.3 53.6 50.9

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association
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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

(Summarized by the Federal Reserve Board)

P RODUCTION and employment in manufacturing industries declined further 
in October, while output of minerals increased more than is usual at this 

season. There was a considerable decrease in the demand for Reserve Bank 
credit after the middle of October, reflecting a reduction in member bank 
reserve balances and, in November, an inflow of gold, largely from Japan. 
Conditions in the money market became somewhat easier.

P r o d u c t io n  a n d  E m p l o y m e n t

Total output of manufactures and minerals, as measured by the Board’s 
seasonally adjusted index of industrial production, declined from 76 per cent 
of the 1923*1925 average in September to 74 per cent in October. Output of 
steel remained unchanged at 28 per cent of capacity in October, although it 
usually shows an increase for that month; in the first half of November activity 
at steel mills increased somewhat. Automobile production declined sharply in 
October; production of shoes and woolens decreased and cotton mill activity 
showed little change, although an increase is usual at this season. Output of 
bituminous coal increased seasonally, and there were large increases in the 
output of anthracite and petroleum.

Volume of factory employment declined substantially from the middle of 
September to the middle of October. At woolen mills where an increase in 
employment is usual at this season, there was a large decrease. In the auto
mobile and shoe industries reductions in employment were considerably larger 
than usual, while in the canning industry the decline was wholly of a seasonal 
character. In the silk goods and hosiery industries employment increased by 
more than the usual seasonal amount.

The November cotton crop estimate of the Department of Agriculture was 
16,903,000 bales, 600,000 bales larger than the October estimate and 3,000,000 
bales larger than last year in spite of a reduction in acreage.

Data on the value of building contracts awarded in the period between 
September 1 and November 15, as reported by the F. W. Dodge Corporation, 
showed a continuation of the downward movement. In this period value of 
contracts was 29 per cent smaller than in the corresponding period of 1930, 
reflecting smaller volume of construction and somewhat lower building costs.

D i s t r i b u t i o n

Total volume of freight-car loadings remained unchanged in October, while 
loadings of merchandise decreased. Department store sales increased by some- 
what more than the usual seasonal amount.

W h o l e s a l e  P r ic e s

The general level of wholesale prices declined from 69.1 per cent of the 
1926 average in September to 68.4 per cent in October, according to the Bureau 
of Labor Statistics. Prices of grains, cotton, and silver, after showing a rapid 
rise beginning early in October, declined considerably, but in the third week of 
November were still above their October low points; prices of hides and petro
leum were also higher in the middle of November than in early October. During 
this period the prices of livestock and meats declined rapidly, reflecting in part 
developments of a seasonal character.

B a n k  C r e d it

Reserve Bank credit, which had increased rapidly between the middle of 
September and the third week of October, declined by $265,000,000 during the 
following four weeks. This decline reflected a large reduction in member bank 
and other balances at the Reserve Banks and also an inflow of gold, chiefly 
from Japan. Demand for currency, which had been on a large scale during 
September and the first three weeks of October, showed relatively small fluctua
tions after that time and in the second week of November declined by some
what more than the seasonal amount.

Loans and investments of member banks in leading cities continued to 
decline during recent weeks, and on November 18 the total volume was 
$500,000,000 smaller than five weeks earlier. This decrease reflected substantial 
reductions in loans on securities and in other loans, as well as in the banks’ 
holdings of investments. At the same time deposits of these banks also declined 
with a consequent reduction in the reserve balances which they were required to 
hold with the Reserve Banks.

Money rates in the open market, wliich had advanced sharply during 
October, declined somewhat early in November. Rates on prime commercial 
paper declined from a range of 4-4% per cent to a range of 3%-4 per cent, 
and rates on bankers acceptances from 3^  to 2% per cent.

Index Number of Production of Manufactures 
and Minerals Combined, Adjusted for Seasonal Variations (1923-25 average = 100 per cent)

Federal Reserve Board’s Index of Factory Employment with Adjustment for Seasonal Varia
tions (1923-25 average =  IOO per cent)
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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 A gent___________________ Federal Eeserve Bank, New York___________________________ January 1 ,193 2

M on ey  M ark et in D ecem ber

During December there were the usual demands upon 
the banks incident to the holiday trade and the year- 
end, including a demand for approximately $225,000,000 
of currency, fourth quarter income tax collections, and 
preparations for year-end corporation and bank state
ments. These requirements assumed somewhat more 
than their usual significance because a large number of 
member banks throughout the country entered December 
with a substantial amount of indebtedness at the Eeserve 
Banks, due to the gold and currency withdrawals of the 
early autumn. Holiday and year-end demands upon 
the banks were met, however, without evidence of strain 
in the New York money market. Certain money rates 
firmed moderately and there was a temporary increase 
in borrowing at the Reserve Banks.

The early December demands on the banks were met 
partly out of the proceeds of gold imports, but the sub
sequent requirements were met largely by increased use 
of Reserve Bank credit. The monetary gold stock of the 
United States increased about $40,000,000 during Decem
ber, and on December 30 was only $135,000,000 less than 
at the end of 1930, notwithstanding the extraordinary 
outflow of gold during the early autumn. There were 
some further gold shipments to Europe in December, 
largely in the form of gold coin which is not available 
to Europeans in their own currencies, and a moderate 
increase in the amount of gold earmarked for foreign 
account, but these transactions were more than offset 
by continued gold imports chiefly from the Far East.

The amount of Federal Reserve credit outstanding 
increased over $300,000,000 between December 9 and 
30. In the first week of this period the increase was in 
the form of special day-to-day certificates of indebted
ness issued by the Treasury to the Reserve Banks to 
cover the excess of Government payments over receipts 
during the tax period. Following the repayment of 
these certificates in the week ended December 23, Reserve 
Bank discounts for member banks increased more than 
$200,000,000, about half of which was in New York and 
the remainder in other parts of the country, and at the 
year-end there were substantial offerings of bills and 
Government securities to the Reserve Banks, and also a 
further temporary increase in member bank borrowings 
in anticipation of year-end statements.

Money Rates 
Although seasonal demands on the New York money 

market caused somewhat firmer conditions in the latter 
part of December, the rise in money rates was not large. 
Call money was advanced from 2y 2 to 3 per cent on 
December 18 and remained at that level until Decem
ber 30, when it rose to 3y 2 per cent; nominal rates for 
time loans on Stock Exchange collateral were slightly 
higher; and “ Federal funds”  quotations rose close to 
the Reserve Bank discount rate in the last ten days of 
the month. In addition, yields on short-term Govern
ment securities, especially those maturing beyond March 
15, rose further. Rates for commercial paper and

Money Rates at New York

Dec. 31, 1930 Nov. 30, 1931 Dec. 31, 1931

Stock Exchange call loans........................ *2 -4
* * 3 - 3 ^

* 3 -3 ^
Stock Exchange 90 day loans................. * *3 -4
Prime commercial paper.......................... 2H-3 3 ^ - 4 3 ^ -4
Bills— 90 day unindorsed......................... IVs 3 3
Customers’ rates on commercial loans.. 
Treasury securities

t 3 .75 f 4 .50 f 4 .40

Maturing March 15 (yield)................. 1.28 1.99 2.30
Maturing September 15 (y ie ld).........

Federal Reserve Bank of New York re
1.56 2.40 3.67

discount ra te ...........................................
Federal Reserve Bank of New York

2 3 X 3 H
buying rate for 90 day indorsed bills. l  H *3 H %3Vs

* *  Nominal t  Average rate of leading banks at middle of month 
t  1-45 days— 3 per cent *  Rates for preceding week
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acceptances were virtually unchanged, as the supply of 
commercial paper was very small, and the demand for 
acceptances, especially on the part of foreign investors, 
was fairly active during most of the month.

Member B ank  Credit

During the past month there has been a continued 
decrease in the volume of bank credit in use. In the sec
ond week of December the total loans and investments of 
weekly reporting member banks of the Federal Reserve 
System declined to a volume $2,500,000,000 smaller than 
a year previous, and the deposits of these banks showed 
an accompanying decline of about $3,000,000,000. These 
weekly reporting banks, which are located in the larger 
cities and have approximately half of the total deposits 
of all commercial banks in the United States, showed 
little decline in their credit advances until the movement 
had been in progress in country banks for some time. 
Their loans and investments have now shown, however, 
an almost continuous decline since last March, as the 
accompanying diagram indicates. In fact, their loans 
have been declining since the autumn of 1930, but the 
decline in loans was offset for several months by an 
increase in investments.

Since September the tendency toward credit reduction 
has been accelerated, as a decrease of investments has 
been added to the reduction in loans. This accelerated 
decline started with heavy withdrawals of deposits from 
the banks, a considerable part of which represented the 
funds of foreign depositors, following the suspension of 
gold payments by Great Britain in September. The en
suing rise in money rates was accompanied by a decline 
in the prices of high grade securities, and this decline 
in security values, together with the loss of deposits, 
appears to have set in motion a cycle of credit reduction 
which continued after the immediate cause ceased to 
operate. Individual banks sold bonds or reduced their 
loans in order to strengthen their position. The result, 
however, was a further decline in the market value of 
investment securities and a loss of deposits by other 
banks, so that those banks also considered it necessary to 
strengthen their position by selling securities or reducing 
their loans. This action, in turn, while strengthening 
for the time being the position of individual banks, 
merely passed the burden along to other banks and 
tended to perpetuate and make progressively larger the 
losses of deposits and the decline in market value of bank 
assets for the banking system as a whole.

At the middle of December this movement was inter
rupted by subscriptions to new issues of Government 
securities, which resulted in a net increase during the 
week ended December 16 of $340,000,000 in the Govern
ment security holdings of the reporting member banks, 
but part of this increase was lost in the following week. 
Prices of long term United States Government bonds 
declined in December to levels about 10 per cent below 
those prevailing a few months ago; and corporation 
bonds showed still larger declines. With year-end and 
holiday demands for funds impending and a general feel

ing of caution prevailing, the demand for investment 
securities was limited so that the security markets did not 
show their usual ability to absorb offerings, and prices 
reacted to any liquidation of investment holdings. Trad
ing in many issues was in such small volume, however, 
that quoted prices were purely nominal.

Near the end of December, there was some recovery in 
the market for railroad and other bonds, following an 
announcement by the Interstate Commerce Commission 
indicating that it would interpose no objection to the 
distribution, on a loan basis, of the proceeds of an ad
vance in freight rates on certain classes of freight among 
railroads needing assistance in meeting their fixed 
charges, and the decision by the railroad unions and by 
the railroad executives to appoint committees empowered 
to carry forward negotiations concerning a reduction in 
wage rates.

Commercial Paper M arket

During December, the bank investment inquiry for 
open market commercial paper continued in small vol
ume and was concentrated on choice material of short 
maturity. This class of paper remained scarce, as in 
fact were all drawings of paper, reflecting in part at 
least the usual seasonal tendency toward a reduction in 
the outstanding amount of paper on the approach of the 
year-end statement date. Dealers throughout the month 
continued to quote a prevailing range of 3%-4 per cent 
for prime commercial paper.

November 30 outstandings of commercial paper 
amounted to $174,000,000, according to reports received 
by this bank from dealers. This total was 17 per cent 
smaller than the amount outstanding at the end of 
October and 61 per cent less than the November 1930 
figure.

B ill M arket

The supply of bankers bills offered to the discount 
market increased somewhat in the first part of December, 
and dealers’ portfolios of bills tended to expand though 
they remained of comparatively small volume up to the 
middle of the month. During this period, foreign buy
ing of bills was accelerated, the Federal Reserve Banks’ 
holdings of bills for foreign correspondents increasing 
$80,000,000 between December 2 and 16, but investment 
demand from domestic sources declined considerably. In 
the third week of the month, slightly firmer conditions 
in the money market were reflected in a further increase 
in offerings of bills to dealers and a smaller aggregate 
investment demand, and dealers’ holdings of bills con
sequently showed a considerable rise. The dealers felt 
it unnecessary, however, to raise their rates for bills 
which were offered throughout December at 3 per cent 
for maturities up to 120 days and 3%  per cent for 5 and 
6 month maturities.

Holiday and year-end demands for credit and cur
rency reached their peak in the last week of the month, 
and, for the first time since October, bills were offered in 
volume to the Reserve Banks, as the accompanying dia
gram shows. Bills were sold by the banks directly to the
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Reserve Banks and also to the dealers, who by tendering 
the bills to the New York Reserve Bank under repur
chase agreement supplied Federal Reserve credit to the 
money market indirectly; consequently, the Systems 
total portfolio of acceptances increased $70,000,000 in 
the week ended December 30, after having shown a con
tinuous decrease totaling $512,000,000 in the previous
9 weeks.

Contrary to the usual seasonal tendency, the volume 
of dollar acceptances outstanding was reduced $37,500,-
000 during November to $1,002,000,000 at the end of 
that month. The decrease reflected principally a con
tinued decline in acceptances based on goods stored in 
or shipped between foreign countries and smaller reduc
tions in import and export bills, which were only partly 
offset by a further rise in bills arising from domestic 
warehouse credits.

Security M arkets
Following the substantial decline in November, stock 

prices fluctuated irregularly during the first few days 
of December, after which the downward movement was 
resumed, and as a result of an almost continuous decline 
between December 5 and December 17 the early October 
lows were broken. The December bottom of stock 
prices averaged 12 per cent below the October low, 
and marked the lowest point that the general level of 
share prices in this country has reached since 1921. 
Railroad shares dropped to the lowest level of this cen
tury, and public utility average stock prices reached new 
lows since 1925. Prices of industrial stocks on the whole 
declined no lower than in 1921, but there were several 
outstanding stocks which did go lower, including shares 
of the United States Steel Corporation which, even after 
allowing for the intervening stock dividend, receded to 
the lowest price since 1915. From the low levels reached 
on December 17, there was a sharp advance on the fol
lowing day, but for the balance of the month share prices 
fluctuated irregularly and closed the month only mod
erately above the December lows. The advance on the 
18th occurred in a volume of trading that reached 
3,600,000 shares on the New York Stock Exchange, the 
largest turnover for any day since October 6, which also

witnessed a sharp recovery from the previous low level 
of prices. Trading on the Exchange in general was 
somewhat more active than in November.

In addition to the weakness in the general stock 
market, severe declines occurred in the prices of bank 
stocks. During the first half of December an average 
of the share prices of 20 leading New York financial 
institutions declined about 25 per cent to a new low 
since 1922, but subsequently stabilized at a somewhat 
higher level.

The general tendency in the bond market continued 
predominantly downward during the first 17 days of 
December, during which period all groups of bonds 
reached new low levels for a number of years past. 
Representative price averages of domestic corporation 
bonds dropped 6 to 10 points further during this period, 
but subsequently substantial recoveries occurred in most 
groups of bonds, so that by the end of the month about 
one-third of the losses of early December had been 
regained. Foreign dollar bonds likewise were very weak 
in the first half of the month, dropping 6 points below 
the previous low reached in October, but afterwards 
turned somewhat firmer. The improvement in the mar
ket for domestic bonds in the latter part of the month 
was reported to have reflected the better prospects for 
railroad bonds, due to the formulation of a plan for 
distributing the proceeds of the prospective advance in 
rates on certain classes of freight, and also to hopes that 
an early agreement concerning a reduction in railway 
wages would be reached.

The movement of United States Government bond 
prices again was downward. The average price of the 
eleven Liberty Loan and Treasury bonds now outstand
ing declined 4%  points from the end of November, 
reaching a level about 2 %  points below the early October 
low.

N ew  Financing

The flotation of new securities during December con
tinued in restricted volume, except for United States 
Treasury financing operations. Most of the month’s 
offerings were State and municipal issues, the most im
portant of which was a $60,000,000 loan of the City of 
New York, maturing in a little less than 3 months to 
slightly less than 6 months. This loan took the form of 
revenue bills, special revenue bonds, and corporate stock, 
and was placed at an interest cost to the City of 5%  
per cent, the highest rate paid in a number of years. 
Part of the proceeds of the loan was used to retire a por
tion of a short term loan contracted by the City last 
September at 1%  per cent. Other flotations of the month 
included several small municipal issues, a $12,000,000 
Federal Intermediate Credit Bank short term 4y 2 per 
cent issue, and a few small public utility issues.

On December 15, the United States Treasury issued a 
total of $1,324,000,000 of certificates of indebtedness and 
Treasury notes, to provide for maturities and called 
obligations falling due on that day amounting to 
$995,000,000 and to supply necessary funds for Govern
ment expenditures. The certificates of indebtedness were 
of two series, one for six months at 2 %  per cent in the
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amount of $324,600,000 and the other for nine months at 
3 per cent in the amount of $398,300,000. The Treasury 
note issue, amounting to $600,600,000, was of one year 
maturity and bore 3 %  per cent interest. Of the 
$995,000,000 of issues payable on December 15, $581,- 
000,000 were tendered and accepted in exchange for the 
new issues put out at that time. On December 30, the 
Treasury floated a $100,000,000 issue of 91 day bills to 
replace an equivalent amount of Treasury bills maturing 
on that day.

New security flotations during the month of November 
totaled about $130,000,000, according to final figures 
which do not include any part of the Dominion of 
Canada National Service Loan which may have been 
placed in this country. Of the issues for new capital 
purposes aggregating $109,000,000, about half repre
sented State and municipal financing, and the balance 
domestic corporation security offerings.

G old  M ovem en t
The monetary gold of the United States continued to 

increase during the first three weeks of December, and 
showed only a moderate net reduction in the final week, 
with the result that a total increase of about $40,000,000 
was reported for the month. As the accompanying dia
gram indicates, the increase in the gold holdings of this 
country that occurred in the first nine months of the 
year has been resumed following the large outflow of 
late September and October, so that the net loss of gold 
for the year 1931 has been reduced to about $135,000,000.

The month’s gain in the gold stock reflected princi
pally further imports from Japan at San Francisco, 
which amounted to $68,000,000, thereby increasing to 
$168,000,000 the total received from that country since 
mid-October. In addition, $1,000,000 was received from 
Australia and $500,000 from China at San Francisco. 
At New York, imports amounted to $17,700,000, of which 
$4,600,000 came from England, $4,000,000 from Canada, 
$2,000,000 from Colombia, $3,000,000 from British India, 
$1,800,000 from Cuba, and $900,000 from Mexico. 
Exports totaled $32,200,000, of which $15,000,000 went 
to France, $10,200,000 to Holland, $5,700,000 to Bel-
MILLIONS OF DOLLARS

Net Increase or Decrease in Monetary Gold Stock of the United
States, Cumulative by Weeks from December 31, 1930

gium, and $800,000 to Switzerland, and there was a net 
increase of $22,800,000 in the amount of gold held under 
earmark for foreign account.

During December a total of over £1,000,000 of gold 
arrived in the London market principally from South 
Africa, of which £440,000 was taken for the United 
States, £485,000 for the Continent, and the balance for 
an undisclosed destination at varying prices.

Foreign Exchange

The foreign exchanges during December showed con
siderable irregularity of movement. Sterling declined 
sharply in the first week of the month to $3.25%, after 
which the quotation rose irregularly to close higher than 
at the end of November. French francs moved in a rela
tively wide range from $0.0391 on the 1st to $0.0393%  
on the 19th, but had declined to $0.0392 at last report. 
Guilders showed sudden weakness towards the middle of 
the month and despite some recovery ended the month 
below their parity of $0.4020. Strength in Swiss francs 
persisted with the quotation above the estimated gold 
export point during most of December. Reichsmarks, 
although subject to control at Berlin, fell abruptly to 
$0.2310 on the 7th and recovered in a narrow and nomi
nal market to $0.2381 on the 29th. Lire were weak at 
around $0.0510 or below in the second half of the month, 
while the movement of the Scandinavian currencies fol
lowed rather closely that of sterling.

The re-imposition of the Japanese embargo on gold 
exports on the 13th was anticipated in the market by a 
drop in the yen from $0.4965 on the 10th to $0.42 on the 
12th; the quotation has since moved lower to about 
$0.36. The South American currencies, practically all 
under official control, showed a little weakness in the 
middle of the month, but their general steadiness was 
in sharp contrast to the irregularity of the European 
exchanges. The Canadian dollar declined almost daily 
from a discount of 13% per cent on the 1st to 19% per 
cent on the 15th, after which the rate firmed slightly. 
Hong Kong and Shanghai rates closed firm.

Closing Cable Rates at New York  
(In  dollars)

Exchange on
Par of 

exchange Dec. 31, 1930 Nov. 30, 1931 Dec. 29, 1931

$ .1407 $ .1409 $ .1412 $ .1415
.1390 .1397 .1387 .1393
.2680 .2673 .1900 .1900

4.8665 4.8559 3.3950 3.4200
.0392 .0393 .0391 .0392
.2382 .2382 .2375 .2381

Holland.............................. .4020 .4027 .4015 .4012
.0526 .0524 .0516 .0510
.2680 .2674 .1900 .1880
.1930 .1051 .0841 .0846
.2680 .2680 .1887 .1910
.1930 .1939 .1942 .1950

1.0000 .9984 .8650 .8125
.9648 .7246 .5882 .5865
.1196 .0970 .0625 .0620

1.0342 .7300 .4500 .4500

.4985 .4960 .4963 .3613

.3650 .3600 .2588 .2600
.3425 .3200 .3350

Central B an k R ate  Changes
On December 10 the Beichsbank lowered its discount 

rate to 7 per cent from 8 per cent, where it had stood
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since September 2. The rate on advances was simul
taneously reduced from 10 to 8 per cent. On the 22nd 
the discount rate of the National Bank of Czecho
slovakia was lowered from 6%  to 6 per cent, the higher 
rate having been in force since September 23.

Production and T rade in 1931
As a result of the continued decline in business 

through the second year, this bank’s estimate of the 
total volume of production and trade for 1931 indicates 
a reduction of about 13 per cent from 1930 and about 25 
per cent from the peak year of 1929. This estimate is 
based on a compilation of all the principal data available 
at this time relating to production and trade— in all 
about 180 series. The 1931 annual figure for each series 
was obtained by taking actual figures so far as possible, 
usually for the first eleven months of the year, and add
ing to them estimated figures for the remainder of the 
year. The various series have been weighted so that they 
would be represented according to their relative im
portance in the group averages and in the composite.

As is indicated in the accompanying diagram, which 
is drawn on a ratio scale to show the comparative rate of 
increase or decrease from year to year, the estimated 
percentage decline in the volume of production and 
trade during 1931 is virtually the same as the recession 
that occurred in 1930 from the 1929 volume. The dia
gram also indicates that the estimated volume of produc
tion and trade during 1931 was the smallest for any year 
since 1922, notwithstanding the growth in the popula
tion and in the productive capacity of the country dur
ing the intervening nine years.

All groups of production and trade series were below 
the 1930 level, with the exception of crops. In this cate
gory, the production of principal agricultural commodi-

Per cent change 
1931 from 1930

Manufactures
Wool mill activ ity .................... + 10
Boots and shoes........................ +  3
Silk consumption...................... +  2
Cotton consumption................ + 1
Gasoline......................................  —  1
Electric jDOwer production___ —  4
Pneumatic tire s ........................ —  4
Tobacco products.....................  —  5
Paper, total................................  — 11
Automobiles, trucks.................  — 23
Automobiles, pass, cars........... — 31
Locomotives, shipments.........  — 80
Freight cars, shipments........... — 88

Group average......................  — 16

Minerals and Metals
Crude petroleum......................  —  5
Anthracite coal.......................... — 15
Bituminous coal........................  ■—18
Copper......................................... — 26
Lead............................................. — 30
Steel ingots................................  — 37
Silver...........................................  — 38
Zinc.............................................. — 40
Pig iron ....................................... — 41

Group average......................  — 25

Trade
Coffee imports........................... + 1 0
Raw silk imports...................... + 9
Crude rubber imports.............  —  4
Raw cotton exports.................  —  4
Department store sales........... — 10
Newspaper advertising...........  — 10
Car loadings, mdse, and misc. — 17
Wholesale trade........................  — 19
Grain exports............................  — 20
Car loadings, other..................  — 23
Magazine advertising.............. — 23
Auto exports..............................  — 44

Group average......................  — 11

PER CENT

Per cent change
1931 from 1930

Crops
Peaches.....................
Apples........................
C orn........................... .
Cottonseed............... .
Cotton.........................
Strawberries.................................  + 1 7
Potatoes.................... .
W heat.........................

Tobacco......................
Oranges..................... .

Tomatoes....................
Barley..........................
Grapes.........................

Group average ...................  + 10
Foods

Sheep slaughtered. . ,...................  + 8
B utter..........................
Calves slaughtered, , .................. + 3
L a rd ................................................  + 2
Poultry receipts........ ...................  + 2
Swine slaughtered. . ...................  0
M e a t............................
Egg receipts...............
Cattle slaughtered, , ,...................  —  1
Wheat flour...................................  —  7
Cheese receipts.............................  —  8
Sugar meltings...........

...................  — 23
Group average ...................  —  4

Building Materials and Construction
Concrete pavements, .................  — 10
Cement...........................................  — 22
Building contracts. . ,...................  — 26
Lumber....................... ...................  — 35
Face brick................... ...................  — 35

Group average ...................  — 27
Average of 182 series..................  — 13

Index of General Production and Trade in the United States 
(Figure for 1931 preliminary; ratio scale used to show proportionate changes; 1923-1925 average rr 100 per cent)

ties, exclusive of live stock and dairy products, was about 
10 per cent larger than in the previous year. The output 
of foods showed a much smaller decline from 1930 than 
did aggregate production and trade, and series reflecting 
general trade showed less than the average decrease. The 
outstanding large reductions in volume between 1930 
and 1931 came in the more basic groups, such as those 
representing the production of minerals and metals, and 
construction activity and the output of building mate
rials. The group of manufactures also showed a some
what larger drop than the composite of all series of pro
duction and trade.

Value of Crops

The total value of crops produced during 1931 was 
$4,100,000,000, according to an estimate of the Depart
ment of Agriculture, based mostly on farm prices pre
vailing on December 1, but on seasonal averages for 
crops already marketed. This figure, which refers only 
to crops and excludes live stock and dairy products, rep
resents a decline of $1,700,000,000, or 29 per cent, from 
the 1930 value and is nearly 4 billion dollars, or 49 
per cent, below the 1929 value. The total quantity of 
crops produced during 1931 was above both 1929 and
1930, and the large reduction in total value reflects 
solely the marked decline in agricultural prices during 
the past two years. Farm prices on December 1 of this 
year averaged 36 per cent below the level of December
1930 and 51 per cent below December 1929.

The result of the tendencies operating during the 
past two years has been to reduce the total value of 
many of the crops to less than one-half of their 1929 
value. Despite the fact that the estimated 1931 cotton 
crop is the second largest in history, its value is only 
40 per cent of the 1929 crop. Declines of more than 
one-half from the 1929 values are shown also in corn, 
wheat, potatoes, cottonseed, and barley. In the case of 
corn, however, the actual decline in the money return is 
dependent largely upon live stock prices, since by far 
the major portion of this crop is not marketed but is 
retained on farms and fed to live stock. The reductions

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

January 1, 1932



6 MONTHLY REVIEW, JANUARY 1, 1932

in the total values of fruit crops have generally been 
much less marked than in the values of other crops.

Building

Activity in the building industry continued downward 
during November, and even after allowing for the usual 
seasonal movement, the F. W . Dodge Corporation fig
ures on the value of building and engineering contracts 
awarded declined to a new low level for the current 
recession. The November total was 38 per cent smaller 
than that of the previous month and was 40 per cent 
less than the November 1930 value. All of the major 
types of construction contracts were more than season
ally below the October figures, and were in the neighbor
hood of 40‘ per cent below a year ago.

Preliminary figures indicate that the decline continued 
in December, for the daily average value of contracts 
placed during the first three weeks of the month was 20 
per cent less than in November. The volume of public 
works and utility projects showed little change, but both 
residential and other non-residential work were more 
than seasonally below the November level.

As a result of the November decline, the reduction 
from the previous year in the value of building contracts 
for the first 11 months of 1931 was increased to 31 
per cent. The cumulative total for residential building 
was down 25 per cent, public works and utilities were 
reduced by 30 per cent, and other non-residential con
tracts were reduced by 36 per cent, the latter reflecting 
principally reductions of 53 per cent in factory construc
tion and 49 per cent in commercial building.

November contracts for building in Metropolitan New 
York and vicinity were 42 per cent smaller than a year 
ago, a heavy drop being reported in residential building 
following a small aggregate increase in the earlier part 
of the year. For the eleven months of 1931, total con
tracts awarded were 21 per cent smaller than in the 
corresponding period of 1930; residential building was 
only 5 per cent smaller, but public works and utilities 
showed a decrease of 20 per cent, and other non-residen
tial work was reduced by one-third.

C om m od ity  Prices

Wholesale commodity prices continued to show a mod
erate downward tendency during December, which was 
most general in agricultural commodities. The cash price 
of Number 1 Northern wheat at Minneapolis dropped 
4%  cents a bushel, corn reacted to a level only fraction
ally above the early October low, and hogs declined to 
the lowest figure in thirty-four years; although some 
recovery occurred by the end of the month, these com
modities showed net losses as compared with the latter 
part of November. Steers, hides, and sugar also moved 
lower in price during December, and silk reached a new 
record low, following the suspension of gold payments 
by Japan. The price of rubber early in the month estab
lished a new record low at 4 ^  cents a pound, but later 
recovered and closed with a slight net gain for the month.

Price movements of fuels and metals were somewhat 
irregular. Crude petroleum reacted slightly, but held 
most of the advances of previous months, and bituminous 
coal prices were somewhat higher. Copper advanced to

PER C E N T

7%  cents a pound from the record low of 6%  prevailing 
early in the month, silver rose as high as 31% cents, 
and tin after dropping to a new low level since 1899 
subsequently recovered and showed a small net gain for 
the month. On the other hand, declines occurred in the 
prices of lead, pig iron, and finished steel.

E m ploym en t and W ages

A  further decline occurred in employment and in 
wage payments during November. The number of fac
tory workers employed in New York State and in the 
country as a whole declined about 3%  per cent to new 
low levels for the current depression, with the result 
that the Federal Eeserve Board’s adjusted index of 
employment for November was 33 per cent below the 
1929 peak and was at a new low since at least 1919, the 
first year for which the index is available. Aggregate 
payrolls declined 5 per cent further, and the figure for 
the country as a whole reached a level 50 per cent below 
the 1929 peak.

Average weekly earnings of workers who were em
ployed in New York State factories during November 
declined further to $24.99, the lowest figure since 1922. 
Voluntary labor turnover in the United States declined 
further in November and the ratio of orders for workers 
to applications for jobs at New York State employment 
bureaus showed a downward tendency in November and 
the first half of December.

Production
Activity in the steel industry declined further in 

December to 21 per cent of capacity operations, reflect
ing year-end suspension of work. Production of bitu
minous coal declined seasonally from the November level, 
but little change was reported in crude petroleum out
put, and production of automobiles showed an increase 
during December.

In November, industrial production continued to show 
a downward tendency, according to final figures for that 
month. Pig iron production was reduced to a new low 
level since 1921, and the output of lead, zinc, and coal
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also was somewhat lower than in October. Mill con
sumption of raw cotton failed to show the usual increase, 
and silk consumption rose only seasonally, while the ac
tivity of wool mills was reported to have decreased. 
Other declines occurred in the indexes of slaughterings 
of live stock and of production of lumber, and production 
of automobiles was reduced seasonally to a very low 
figure. The most important advance was in the produc
tion of steel ingots, which increased from October to 
November for the first time since 1925; this gain, how
ever, accompanied a reduction in unfilled orders, which 
for the United States Steel Corporation declined 186,000 
tons to the lowest level since 1910. The only other 
indexes to show increases were those for the output of 
crude petroleum, boots and shoes, sole leather, wheat 
flour, newsprint paper, and tobacco products.

(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

Nov. Sept. Oct. Nov.

Metals
Pig iro n ............................................................ 62 41 38 37
Steel ingots..................................................... 62 43 40 44
Copper.............................................................. 74 54p

57Lead.................................................................. 73 58 52 p 
34Zinc................................................................... 55 38 37

Tin deliveries................................................. 89 70 78 49

Automobiles
Passenger cars................................................ 36 29 15 16p

46p

68

Motor trucks.................................................. 83 54 37

Fuels
Bituminous coal............................................. 88 73 71
Anthracite coal.............................................. 85 71 94 70
Coke................................................................. 75 55 55 54
Petroleum, crude........................................... 83 72 80 83 p
Petroleum products...................................... 79 78 78

Textiles and Leather Products 
Cotton consumption.......................... 71 79 74 72
Wool mill activ ity ......................................... 62 84 62 57
Silk consumption.......................................... 115 94 96 96
Leather, sole................................................... 95 86 84 87 p
Leather, upper............................................... 88 96
Boots and shoes............................................. 75 86 71p 77 p

Foods and Tobacco Products
Live stock slaughtered............... ................ 89 99 99 93
Wheat flour.................................................... 97 84 84 97
Sugar meltings, U. S. ports........................ 114 80 74 73
Tobacco products......................................... 90 87 83 84

Miscellaneous
Cement............................................................ 83 77 68 59
Tires................................................................. 54 51 49
Lumber............................................................ 53 43 40 34
Printing activ ity ........................................... 84 79 72
Paper, newsprint........................................... 83 86 84 87 p
Paper, other than newsprint...................... 81 76 59 p
Wood pu lp ...................................................... 81 77 68 p

p Preliminary

Foreign T rade
The total dollar value of this country’s foreign mer

chandise trade for November showed a decline from the 
previous month that was about in accordance with the 
usual seasonal change. Imports were reduced to $150,- 
000,000, the smallest monthly total since October 1915, 
and exports declined to $193,000,000. Both imports and 
exports, however, showed smaller percentage losses from 
a year previous than in October or in most of the previ
ous months of 1931. Imports were down 26 per cent 
and exports 33 per cent. This slowing up of the decline 
in our foreign trade is indicated in the accompanying 
diagram which shows each month’s imports and exports

MILLIONS OF DOLLARS
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1 I 1 i f l I I I
1929 1930 1931

Average Daily Merchandise Exports and Imports During Each Month 
of 1929-1931, Adjusted for Seasonal Variation

reduced to a daily average basis, and adjusted for the 
usual seasonal movements. It appears from the chart 
that exports during the four months ended with Novem
ber were at a fairly stationary level, following an almost 
continuous decline from the peak of 1929, and that 
imports did not recede materially further.

November exports of wholly and partly finished manu
factures, with decreases of 42 and 37 per cent, respec
tively, again registered the largest reductions from a 
year ago of any of the leading export groups. On the 
other hand, exports of crude foodstuffs were only 12 
per cent less in value than a year ago, and the quantity 
of raw cotton shipped abroad during November was
15 per cent larger than in November 1930.

Among the imports, crude materials showed the 
smallest decline in value from a year ago, a decrease of 
20 per cent. Quantity receipts of both raw silk and 
crude rubber were considerably larger than in Novem
ber 1930.

Indexes of Business A ctiv ity

Christmas trade in New York and vicinity, as re
flected by the sales of the principal department stores 
from December 1 to 24, inclusive, was about 7%  per cent 
smaller than a year previous, a figure which compares 
favorably with the records for the preceding autumn 
months. A  further decline in the primary distribution 
of goods, however, was indicated by a more than seasonal 
decline in the movement of merchandise and miscel
laneous freight over the railroads during the first three 
weeks of the month.

In November, this bank’s adjusted indexes of business 
activity and of the distribution of goods generally 
showed further reductions. Car loadings both of mer
chandise and miscellaneous freight and of the bulk com
modities declined more than seasonally, as did bank 
debits in 140 centers outside of New York City. 
Department store sales in this district and in the country 
as a whole showed somewhat less than the usual increase 
in November, and chain store sales were also moderately 
reduced, after seasonal adjustment. Declines occurred
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also in the adjusted indexes of postal receipts and of 
advertising. The amount of life insurance sold in
creased, however, and business failures rose less than 
seasonally from October to November, although the ac
tual number was the largest for any November on record.

(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

Nov. Sept. Oct. Nov.

Primary Distribution
Car loadings, merchandise and misc........ 80 67 67 66
Car loadings, other....................................... 78 62 63 60

75 56 56 57 p
Im ports............................................................ 90 76 74 75 p
Waterways traffic......................................... 81 56 55
Wholesale trade............................................. 91 85 80 84

Distribution to Consumer
Department store sales, 2nd D ist............. 95 85 91r 89
Chain grocery sales...................................... 89 88 82 80
Other chain store sales................................ 92 86 84 82
M ail order house sales................................. 84 77 72 69p
Advertising..................................................... 80 74 72 70
Gasoline consumption.................................. 90 84 82
Automobile registrations............................. 52 45 35 p

General Business Activity
77r 70Bank debits, outside of New York City.. 87 79

Bank debits, New York C ity ..................... 75 77 74r 56
Velocity of bank deposits, outside of New

York C ity ................................................... 94 85 88 81
Velocity of bank deposits, New York C ity  
Shares sold on N . Y . Stock Exchange. . .

87 84 80 62
140 141 115 94

Life insurance paid fo r ................................ 93 88 90 100
87 82 79 77

Electric power................................................ 89 83 79 p
71Employment in the United States........... 83 74 72

Business failures............................................ 102 108 113 107
Building contracts......................................... 63 56 50 38
New corporations formed in N . Y . State 83 86 88 85
Real estate transfers.................................... 59 51 51

General price level*...................................... 161 147 144r 144
Composite index of wages*........................ 219 213 208 206
Cost of liv ing*............................................... 161 148 146 144

p Preliminary r Revised *1913 average =100

D epartm ent Store T rade
The dollar volume of holiday trade in leading depart

ment stores in New York and vicinity was about 7%  
per cent below the previous year, according to prelimi
nary reports on sales during the first 24 days of Decem
ber. Assuming a similar decrease for the entire month 
of December, the total dollar sales of the reporting stores 
for the year 1931 will show a decline of slightly more 
than 8 per cent from 1930, but, in view of the lower 
prices prevailing in 1931, the quantity of goods sold by 
these stores during the year probably was close to that 
of the previous year.

For November, department stores in this district 
reported sales 10% per cent smaller than in 1930. The 
New York City, Rochester, and Bridgeport stores re
ported about the same percentage declines from a year 
ago as in October, but in other parts of the district sales 
declined more than in the previous month. The leading 
apparel stores, however, reported a considerably smaller 
decrease in sales than in October.

Stocks of merchandise on hand at the end of Novem
ber, at retail valuations, showed an even larger decline 
from a year previous than in other recent months. The 
rate of collections on charge accounts continued to be 
somewhat slower than in 1930.

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
October 31 
collected in 
November

N et sales
Stock 

on hand 
end of 
monthNov.

Jan. 
to Nov. 1930 1931

Northern New York State. . . .
Southern New York State........
Hudson River Valley D istrict..
Capital D istrict...........................
Westchester District...................

—  9 .7  
— 17.1 
— 13.1 
— 18.1
—  9 .0  
— 15.9 
— 15.4 
— 26.3
—  9 .8  
— 15.3  
— 16.0  
— 17.3

—  8 .2  
— 11.3 
—  8 .8  
— 11.0
—  6 .5  
— 11.5
—  9 .8

— 14.4  
—  8 .7  
— 23.7  
— 15.9 
— 13.4 
— 21.2  
— 11.3

49.3
46.7
44.1
31.8
42.1
39.1
33.4

48.0
42.5
45.0  
28.8
41.0
36.5  
30.7

A ll department stores............ — 10.5 —  8 .3 — 14.2 45.4 43.7

Apparel stores.......................... — 12.8 — 10.9 — 17.1 46.0 44.4

W holesale T rad e
The dollar volume of November sales of reporting 

wholesale dealers averaged 18% per cent less than in
1930, a somewhat smaller decline than in the three previ
ous months. Although continuing substantially below the 
previous year, sales of stationery, shoes, and cotton goods 
did not show as large decreases as in October, and 
machine tool orders, reported by the National Machine 
Tool Builders Association, showed the smallest decrease 
from a year ago since October 1929. Sales of silk goods, 
reported in yardage by the Silk Association of America, 
also compared much more favorably with the previous 
year than in October, and the decline in drug sales 
diminished. Wholesale hardware, grocery, and paper 
dealers reported slightly smaller decreases than in Octo
ber, but sales of men’s clothing were further below 1930 
than in the preceding month. Sales of jewelry and dia
monds again showed large declines from a year previous.

The value of merchandise stocks held at the end of 
November continued substantially below 1930 in all re
porting lines, except drugs. The ratio of collections to 
accounts outstanding was slightly higher than a year 
previous.

Commodity

Percentage 
change 

November 1931 
compared with 
October 1931

Percentage 
change 

November 1931 
compared with 
November 1930

Per cent of 
accounts 

outstanding 
October 31 

collected 
in November

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1930 1931

M en’s clothing...............
Cotton goods..................

Hardware........................
Machine tools**.............

Paper................................

— 15.7
— 47.1
— 14.8
—  0 .7 *
— 16.0
— 22.4
— 15.9
+ 1 4 .2
+  0 .3
— 14.6
— 34.9
— 23.8

+  1.4

—  9 .7  
+  2 .2 *  
— 13.1
—  4 .2
—  5 .7

— 17.4
— 21.8
— 15.5
—  4 .0 *  
— 21.5
—  9 .2  
— 19.5  
— 15.9 
— 18.4  
— 20.3  
— 57.8  
— 36.9

— 22.3

—22.8
— 11.0*
— 22.1
+ 2 6 .0
— 14.1

69.0
29.1
31.2  
46.7
41.5
38.3
44.6

64'.4
58.4

|  18.7

71.2
29.8
31.8
61.3
36.6
42.6  
43.2

63 *.8
47.9

|  18.1—  7 .5
—  7 .2

— 45.5
— 40.8

Weighted average. . . — 19.6 — 18.5 46.4 47.9

* 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 Variation (1923-25 average = 100 per cent)

PER CENT

Federal Reserve Board’s Index of Factory Em
ployment with Adjustment for Seasonal Varia

tion (1923-25 average = 100 per cent)
PER CENT

Indexes of Freight Car Loadings, Daily Averages, Adjusted for Seasonal Variation 
(1923-25 average = 100 per cent)

Monthly Averages of Weekly Figures for Re
porting Member Banks in Leading Cities 

(Latest figures are averages of first 
two weeks of December)
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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

(Summarized by the Federal Reserve Board)

I NDUSTRIAL activity and factory employment declined further from October 
to November, reflecting in part the usual seasonal tendencies. Continued 

gold imports and further reduction in member bank reserve requirements dur
ing November and the first half of December were reflected in a considerable 
decline in the outstanding volume of Reserve Bank credit.

P r o d u c t io n  a n d  E m p l o y m e n t

In November industrial production showed a somewhat larger decrease 
than is usual at this season, and the Board *s seasonally adjusted index declined 
from 73 to 72 per cent of the 1923-1925 average. Activity declined at woolen 
mills, lumber mills, and coal mines, while daily average output at steel mills 
increased and volume of automobile production showed less than the usual 
seasonal decline from the low level of October. The November increase in steel 
production was followed by a considerable decline in the first three weeks of 
December. Output of petroleum increased further in November to a level slightly 
lower than that prevailing last summer before output was sharply curtailed.

Volume of employment in most manufacturing industries declined by more 
than the seasonal amount between the middle of October and the middle of 
November. Reductions were particularly large in the wearing apparel, leather, 
and building materials industries, while in the automobile and tire industries 
declines were smaller than usual at this season.

The value of building contracts awarded, as reported by the F. W. Dodge 
Corporation, has declined further in recent months and a preliminary estimate 
of the Board’s seasonally adjusted index for the last quarter of 1931 is 49 per 
cent of the 1923-1925 average, compared with 59 for the third quarter, 65 for 
the second quarter, and 79 for the first quarter of the year; part of this decline 
in dollar volume reflects lower building costs.

Production of principal crops in 1931 was about 10 per cent larger than 
in 1930, according to the December crop report of the Department of Agricul
ture, while acreage harvested was slightly smaller than a year ago. There were 
large increases in the crops of cotton, corn, winter wheat, apples, and peaches, 
while the harvests of oats, barley, and rye were smaller than last year; as in 
1930 the hay crop was unusually small.

D is t r i b u t i o n

Commodity distribution continued at about the same rate in November as 
in October, the volume of freight-car loadings showing a seasonal decline, while 
sales at department stores increased by about the usual amount for that month.

W h o l e s a l e  P r ic e s

The general level of wholesale prices remained practically unchanged from 
October to November, according to the Bureau of Labor Statistics index; prices 
of grains, petroleum, and silver advanced, while those of livestock and dairy 
products showed declines, partly of a seasonal character. Between the middle 
of November and the middle of December there were decreases in the prices of 
many leading commodities including livestock, meats, grains, sugar, silk, and 
silver; during this period prices of copper and rubber showed a decline, 
followed by a recovery.

B a n k  C r e d it

Volume of Reserve Bank credit outstanding declined during November 
and the first half of December, and averaged $360,000,000 less in the week 
ended December 12 than at its October peak seven weeks earlier. The decrease 
was in large part in the banks7 portfolio of acceptances, as discounts for 
member banks and holdings of United States Government securities showed 
little change for the period. The decline in total volume of Reserve Bank 
credit outstanding during the period reflected a growth of $100,000,000 in the 
stock of monetary gold, largely through imports from Japan, and a continued 
reduction in the reserve balances of member banks, reflecting a further liquida
tion of member bank credit. Demand for currency declined during the last 
three weeks of November, and showed considerably less than the usual seasonal 
increase in the first half of December. After the middle of December, how
ever, bank suspensions in New England were followed by some increased with
drawals of currency, part of which has begun to return.

Loans and investments of member banks in leading cities continued to 
decline and on December 9 were $370,000,000 smaller than four weeks earlier. 
The decrease was equally divided between the banks’ loans and their invest
ments. Deposits of these banks, both demand and time, also showed a decrease, 
with a consequent reduction in required reserves.

Money rates in the open market showed little change from the middle of 
November to the middle of December. Rates on prime commercial paper con
tinued at 3% to 4 per cent, while rates on 90-day bankers acceptances advanced 
from 2% to 3 per cent on November 25.
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Federal Eeserve A gent___________________ Federal Eeserve

M o n e y  M ark et in January

Money market conditions during the past month have 
become somewhat easier, and the general level of 
money rates has declined moderately. Call money, after 
advancing to 3%  per cent at the year-end, declined on 
January 7 to 2%  per cent, the rate which had prevailed 
from the middle of October to around the middle of 
December. Yields on short-term Government securities 
also declined markedly. On January 12 the Federal 
Eeserve Bank’s buying rates for acceptances, which had 
been %  per cent or more above the market offering rates 
for indorsed bills for some time previous, were reduced 
%  to ^  per cent, as practically no bills were being 
offered to replace the heavy maturities from Reserve 
Bank holdings, and the amount of Federal Reserve 
credit outstanding through bills purchased was declining 
rapidly. New bills continued to be withheld from the 
market, however, and bill dealers made successive reduc
tions in their offering rates totaling ^  to %  per cent 
for most maturities, so that Reserve Bank buying rates 
were again well above market rates in the latter part of 
the month.

Money Rates at New York

Jan. 30, 1931 Dec. 31, 1931 Jan. 29, 1932

Stock Exchange call loans....................... l 'A *3-3 2 ^
Stock Exchange 90 day loans................. IH -2 3% * * 3 ^ -3 %
Prime commercial paper.......................... 2H -2H 3 M -4 3 ^ - 4
Bills— 90 dav unindorsed......................... i y 2 3 2%
Customers’ rates on commercial loans.. 
Treasury securities

f 3 .65 t4 .4 0 f 4 .44

Maturing June 15 (y ield). . . ........... 1.10 2.74 2.65
Maturing September 15 (y ie ld).........

Federal Reserve Bank of New York re
1.19 3.67 3.14

discount ra te ...........................................
Federal Reserve Bank of New York

2 3 M 3 H

buying rate for 90 day indorsed bills. 1*A 3V8 3

* *  Nominal f  Average rate of leading banks at middle of month 
*  Hate for preceding week

The January decline in money rates may be attributed 
partly to the continued reduction in member bank credit, 
and partly to the retirement of currency from circula
tion, which, however, was less rapid than usual for the 
time of year. The loans and investments of weekly 
reporting member banks were reduced about $680,000,000 
further during the four weeks ended January 20, and 
the accompanying decline in deposits caused a corre
sponding reduction in member bank reserve require
ments. As the result of this decline in reserve require

Bank, New York__________________________February 1 ,1 9 3 2

ments amounting to more than $50,000,000, together with 
the return flow of about $100,000,000 of currency, the 
amount of Federal Reserve credit in use was reduced by 
a substantial amount.

The accompanying diagram reviews the changes in 
the amount of Federal Reserve credit outstanding and 
in the principal factors that determine the demand for 
Federal Reserve credit since the beginning of 1931. All 
important changes in the amount of Federal Reserve 
credit outstanding have been related to the changes in 
one or more of three principal factors— gold movements, 
currency demands, and member bank reserve require
ments. Until the autumn of 1931, the demand for Fed
eral Reserve credit showed little change, as an increase 
in currency outstanding was approximately balanced by 
an inflow of gold, and member bank reserves showed no 
important change. The large increase in Federal Reserve 
credit in the autumn was in response to another emer
gency of the kind which the Reserve System was

BILLIONS OF DOLLARS

Principal Factors Causing Changes in Demand for Federal 
Reserve Credit
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designed to meet, the third major occasion of the sort 
within three years. Within three months the demand for 
additional currency amounted to $700,000,000, and there 
was a reduction in the same period of $700,000,000 in 
the monetary gold stock of the United States through 
earmarkings and exports. These demands were met by 
a rapid expansion of Federal Reserve credit, amounting 
to about $1,300,000,000.

Subsequently, a further net increase in the amount of 
currency outstanding has been somewhat exceeded by a 
renewed inflow of gold, so that the principal influence 
on the demand for Federal Reserve credit has been the 
accelerated decline in member bank reserves resulting 
from the extraordinarily rapid decline in loans and 
investments.

Despite the large increase in the amount of currency 
outstanding during the past year, the amount of cur
rency in active use is probably no larger than a year 
ago, if as large. In a number of communities where 
banking facilities have been reduced by failures, cur
rency must now be used where checks would normally 
be employed in personal and business transactions. A  
considerably larger amount probably represents inactive 
holdings by individuals.

Member bank reserve balances reflect more accurately 
the recent decrease in the active money supply since they 
are related directly to deposits in member banks, through 
which the great bulk of business transactions in the 
United States are settled. During the past year these 
reserve balances have declined by more than 20 per cent, 
reflecting a corresponding shrinkage in bank deposits, 
partly as a result of the withdrawal of funds by domestic 
and foreign depositors, but more largely as the result of 
contraction in bank loans and investments. A  large part 
of the reduction in reserve balances and in deposits has 
occurred within the past four months.

The net expansion in Federal Reserve credit during 
the past six months, therefore, has been entirely to 
counterbalance the reduction in the monetary gold stock 
of this country and the increased volume of currency 
drawn out and held inactive.

B ill Market

The bill dealers began the new year with a fairly 
large volume of bills in their portfolios, due to substan
tial sales by New York banks at the year-end. Early in 
January, the investment demand for bills on the part of 
domestic institutions increased, which, together with 
continued purchases of bills by foreign central banks, 
resulted in a reduction of dealers’ holdings to compara
tively small proportions. Consequently, open market 
rates were reduced following the changes made in the 
Reserve Bank’s buying rates on January 12, and a 
few days later certain maturities of bills were reduced 
further in an effort to attract offerings of bills. 
The net result of these changes was to reduce open 
market offering rates for unindorsed bills up to 90 day 
maturity to 2 %  per cent, a decrease of *4 per cent for 
the month; 5 and 6 month bills showed a decline of 
%  per cent in offering rates and of %  per cent in bid

MILLIONS OF DOLLARS 2000i---------------

Total Volume of Bankers Acceptances Outstanding, Showing Amount 
Held by Accepting Institutions, by Federal Reserve Banks 

for Foreign Correspondents, by Federal Reserve Banks 
for Own Account, and by Other Investors

rates; and the 4 month maturity was lowered Ys per cent 
in the bid rate, with the offering quotation unchanged. 
The changes made in the bills of longer than 90 day 
maturity narrowed the spread between bid and offering 
rates to Ys per cent, the same range as prevailed for the 
shorter bills.

Notwithstanding the lower rate structure in the bill 
market, the investment demand for bills continued 
rather active and on the whole banks were not disposed 
to sell bills from their holdings, due to the ample supply 
of funds in the money market resulting from a substan
tial movement of funds to New York from other dis
tricts. Consequently, the amount of bills in the port
folios of discount houses continued small through the 
balance of the month.

The Federal Reserve Banks’ holdings of acceptances 
declined continuously during January, due to the good 
investment demand from domestic and foreign banks, 
and on January 27 amounted to $162,000,000, compared 
with $327,000,000 on December 30. The retirement of 
Reserve Bank bill holdings was largest during the first 
part of the month when bills which had been sold to the 
Reserve Banks under repurchase agreement in the 
closing days of December were repurchased by the 
dealers. Maturities from outright holdings also were 
heavier in the early part of the month.

The volume of dollar acceptances outstanding was 
reduced $28,000,000 further during December to $974,- 
000,000, reflecting chiefly a decrease in bills based on 
export transactions. The accompanying diagram indi
cates the distribution of the outstanding volume of 
dollar acceptances, according to the principal types of 
holders. At the end of December, the accepting institu
tions were holding slightly over one-quarter of all bills, 
as against more than one-half at the end of July, and 
by the end of December the proportion of bills held by 
the Reserve Banks for their own account had been 
reduced to 31 per cent from the October peak of 62 
per cent. Meanwhile, bills held by foreign correspond
ents of the Reserve Banks increased from the small

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

February 1, 1932



FEDERAL RESERVE AGENT AT NEW YORK 11

totals for September and October to an amount equal to 
one-fourth of the total outstanding, or about the same 
proportion as a year previous. The reduction in all 
other holdings during 1931 has represented to a con
siderable extent a decrease in foreign bank investments 
in bills through correspondents other than the Reserve 
Banks.

Commercial Paper M arket

Bank investment demand for open market commercial 
paper showed some improvement following the turn of 
the year, although, in the aggregate, takings of paper by 
the banks throughout the country continued small, in 
keeping with the limited amount of new paper coming 
into the market. Choice paper maturing within 90 days 
was the most desired, but the dealers reported particular 
difficulty in acquiring this type of paper. The prevail
ing range of rates for prime names maturing in 4 to 6 
months remained at 3%  to 4 per cent, with occasional 
transactions in 90 day material of high class borrowers 
reported at 3%  per cent.

Reflecting the continued small supply of open market 
commercial paper, outstandings of the reporting dealers 
aggregated $118,000,000 at the end of December. This 
represents a decline of 32 per cent from November and 
of 67 per cent from December 1930.

R econstruction Finance Corporation

An important development in the economic and finan
cial situation of the country during January was the 
enactment of a law creating the Reconstruction Finance 
Corporation. At the time of signing the bill creating 
this Corporation, President Hoover made the following 
announcement with reference to the purposes of the 
Reconstruction Finance Corporation Act:

“ It brings into being a powerful organization with ade
quate resources, able to strengthen weaknesses that may 
develop in our credit, banking and railway structure, in order 
to permit business and industry to carry on normal activities 
free from the fear of unexpected shocks and retarding 
influences.

‘ ‘ Its purpose is to stop deflation in agriculture and industry 
and thus to increase employment by the restoration of men 
to their normal jobs.

“ It is not created for the aid of big industries or big 
banks. Such institutions are amply able to take care of 
themselves. It is created for the support of the smaller banks 
and financial institutions and, through rendering their re
sources liquid, to give renewed support to business, industry 
and agriculture. It should give opportunity to mobilize the 
gigantic strength of our country for recovery. 99

The Reconstruction Finance Corporation is organized 
with a capital stock of $500,000,000, all of which is to be 
subscribed by the United States Government, and is 
authorized to issue and have outstanding at any one 
time notes, debentures, bonds, or other such obligations 
in an amount aggregating not more than three times 
its subscribed capital. These obligations must mature 
within not more than five years of date of i^sue, and 
will be fully and unconditionally guaranteed by the 
United States, both as to principal and interest. The 
Treasury is authorized to purchase any obligations of 
the Corporation, and at any time to sell any of the 
obligations of the Corporation. The obligations of the

Reconstruction Finance Corporation are not eligible for 
discount or purchase by the Reserve Banks.

The board of directors of the Corporation is to consist 
of the Secretary of the Treasury, or, in his absence, the 
Under Secretary of the Treasury, the governor of the 
Federal Reserve Board, and the Farm Loan Commis
sioner, and four other persons appointed by the Presi
dent of the United States, by and with the advice and 
consent of the Senate; and of the seven members of the 
board of directors not more than four shall be members 
of any one political party, and not more than one shall 
be appointed from any one Federal Reserve district.

In order “ To aid in financing agriculture, commerce, 
and industry, including facilitating the exportation of 
agricultural and other products’ ’ the Corporation is 
authorized to make loans to any bank, savings bank, trust 
company, building and loan association, insurance com
pany, mortgage loan company, credit union, Federal 
land bank, joint-stock land bank, Federal intermediate 
credit bank, agricultural credit corporation, or live stock 
credit corporation. No loan can be made by the Corpo
ration for the purpose of financing any enterprise not 
initiated prior to the adoption of the Reconstruction 
Finance Corporation Act, except for aids to agriculture. 
It is expressly provided that the loans thus authorized 
include “ loans secured by the assets of any bank that is 
closed, or in process of liquidation to aid in the reorgan
ization or liquidation of such banks,”  not more than 
$200,000,000, however, to be used in making such loans 
for the relief of closed or liquidating banks. Loans may 
be made for periods not exceeding three years, but 
through renewals may be extended for a period not 
exceeding five years from the date when the original 
loan was made. Loans of the types already specified may 
be made at any time within one year of the passage of 
the Reconstruction Finance Corporation Act; and the 
President may from time to time extend this period up 
to two years of the date of enactment.

In addition to these aids to industry, agriculture, and 
financial institutions, the Corporation may make loans 
to aid in temporary financing of railroads whenever the 
railroads may not be able to obtain funds upon reason
able terms through other channels. The Corporation is 
also empowered, subject to certain conditions, to accept 
drafts and bills of exchange drawn upon it which grow 
out of certain transactions involving the exportation of 
agricultural or other products, and which mature within 
twelve months.

Security M arkets

The security markets were firmer during January 
than in some months. The upturn in corporation stock 
and bond prices in the first half of the month accom
panied the discussions of legislation which led to the 
creation of the Reconstruction Finance Corporation, and 
also the opening of negotiations between railroad execu
tives and employees for a reduction in railroad wages. 
After the middle of January security prices became 
comparatively stable for awhile but reacted somewhat 
during the latter part of the month.

In the bond market, the advance that began during the 
latter part of December in domestic corporation issues
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PER CENT YIELD

1931 1932
Average Yields on 120 Domestic Corporation Bonds of Various Rating Groups (Scale inverted to show price movements— 

Moody’s Investors Service data)

was continued through the first half of January, and as 
a result representative price averages rose 3 to 4y 2 points 
further to levels some 5%  to 9 points above their mid- 
December low levels. The recovery in corporation bonds 
during this period is indicated in the accompanying dia
gram, which is based on average yields for various 
grades of bonds, inverted to show their approximate 
price fluctuations. It appears that, while all of these 
grades of bonds recovered considerably, the largest 
advances were in the bonds of the third and fourth 
rating groups, especially railroad bonds, which had 
previously shown the most severe declines. Between the 
middle of December and the middle of January, the 
average yield on a representative list of 40 railroad 
bonds was reduced from 9.43 per cent to 6.87 per cent, 
a reduction which compares with a decline of about %  
of one per cent in the average yields on industrial and 
public utility bonds. During most of the last half of 
the month, prices of domestic corporate bonds did not 
vary greatly, though as a net result of declines in the 
closing days, representative price averages at the end 
of the month were about 2 points below the highest 
level reached in January.

Foreign dollar bonds showed movements similar to 
those of domestic corporate issues. By the middle of 
January, an average of 40 issues was up about 7 points 
from the December low, but subsequently receded about 
2 points. United States Government bonds declined con
siderably further during the first part of January, but 
a subsequent sharp advance canceled part of this loss, 
after which daily movements became much narrower. 
Toward the end of January, the average price of the 
eleven Liberty Loan and Treasury Bond issues now out
standing was 1%  points above the low of the month, but 
1 point below the December 30 level.

The general level of stock prices declined further 
during the first three trading sessions of January, drop
ping slightly below the mid-December low point. In the 
next ten days, however, a rather consistent advance 
developed, as a result of which average stock prices

showed a net gain of 18 per cent. Price movements in the 
last two weeks of the month canceled about two-thirds 
of this advance, but quotations remained noticeably 
higher than in early January; this was especially the 
case with railroad stocks which closed the month with a 
net advance of about 17 per cent. Bank stocks were also 
firmer during the first half of J anuary, and despite some 
decline in the second half of the month the advance 
from the December low in an index of the share prices 
of 20 leading New York City institutions was extended 
to about 16 per cent.

N ew  Financing
A compilation of new security offerings during 1931 

places the total at about $3,100,000,000. This figure 
represents only new capital flotations of domestic cor
porations, States and municipalities, and security issues 
the proceeds of which were used for foreign financing; 
all refunding issues, as well as investment trust securi
ties and United States Government issues, have been 
excluded from the tabulation. As the accompanying dia
gram indicates, the 1931 new capital flotations were less 
than half of the 1930 volume and 60 per cent smaller 
than in the peak year of 1929, and were less than half of 
the average security offerings during the years 1925 
through 1928. In fact, it appears from available records 
that the amount of new capital obtained has not been 
quite as small in any year since the war period.

Domestic corporate security issues were not greatly 
over one-third as large as in 1930, and only slightly more 
than one-quarter of the flotations of 1929 when stock 
issues were at a record high level. Domestic State and 
municipal financing, however, continued in substantial 
volume; the reduction from 1930 to 1931 was only 15 
per cent and the reduction from the previous high year 
of 1927 was not appreciably larger. The volume of for
eign financing in this market, including securities of 
domestic corporations the proceeds of which were em
ployed abroad, declined to a very small figure in 1931, 
and of this small total the individual issues were largely 
of Canadian origin. The 1931 total was less than one-

7,826

FOREIGN

STATE & 
MUNICIPAL

DOMESTIC
CORPORATE

1925 1926 1927 1928 1929 1930 1931
New Security Offerings, 1925-1931 (Commercial and Financial 

Chronicle figures for domestic issues, and Federal Reserve 
Bank of New York figures for foreign flotations; in 

millions of dollars)
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third of the 1930 flotations and only 20 per cent as large 
as the peak amount of offerings in 1927.

During January, the issuance of new securities con
tinued in reduced volume. There was no foreign finan
cing, little domestic corporate, and only a small amount 
of State and municipal issues, except for the sale of 
$100,000,000 of New York City 6 per cent Special Cor
porate Stock Notes maturing in 3 to 5 years. This issue 
was publicly offered at par and was reported to have 
been considerably oversubscribed. In addition to these 
offerings, the United States Treasury issued during 
January a total of $100,000,000 of new Treasury Bills to 
replace maturing Treasury Bills of that amount, and on 
January 25 offered for subscription a total of $350,000,-
000 of six months and one year certificates of indebted
ness, yielding 3y 8 and 3 %  per cent, respectively. These 
certificates are to be issued on February 1 to make funds 
available to meet initial needs of the Treasury in connec
tion with the Reconstruction Finance Corporation Act 
and to provide for the payment of $60,000,000 of Treas
ury Bills maturing on February 1. The issue was heavily 
oversubscribed.

G old M ovem en t

During the first half of January, gold exports and 
imports and changes in earmarked gold held for foreign 
central banks largely balanced, and the monetary gold 
stock of the United States showed virtually no net change 
from the end of December. In the second half of the 
month, there were fairly substantial exports, principally 
of gold which had been previously earmarked, but at 
the same time there were additional amounts of gold 
placed under earmark for foreign central banks. The 
net result was a decline of about $45,000,000 in the 
country’s gold stock during this period.

Gold shipments for the month, including shipments 
from earmark, involved exports of $83,700,000 to France, 
$12,400,000 to Belgium, $6,200,000 to Holland, $3,400,000 
to England, and $1,700,000 to Switzerland. Partially 
offsetting these exports were $9,100,000 of gold received 
at New York from Argentina, $4,500,000 from India, 
$3,900,000 from Canada, $2,900,000 from Colombia, and 
$650,000 from Cuba; also $10,100,000 of gold received at 
San Francisco from Japan. In addition to these imports 
there was a net decrease of $25,400,000 in the amount of 
gold held under earmark for foreign account.

Foreign Exchange

Despite continued irregularity in the foreign exchange 
list as a whole, the principal foreign currencies firmed 
somewhat against the dollar during January. Sterling 
was weak at the beginning of the month, but subse
quently moved irregularly higher and closed the month 
about 6 cents above the December 31 quotation. French 
francs were rather consistently strong, and Swiss francs 
continued at a level well above par. Guilders moved 
erratically but showed a net gain for the month, and 
belgas followed a similar course within narrower limits. 
Reichsmarks held steady during the first half of the 
month, but lower quotations prevailed during the second 
half, and lire and pesetas both weakened further during

the month. The Scandinavian currencies tended to move 
with sterling.

Except for a sudden advance which occurred in Uru
guayan pesos on January 20, there was little movement 
in the South American exchanges. Japanese yen showed 
signs of strength around mid-month but later receded 
to the level prevailing at the turn of the year. The 
silver currencies weakened slightly during January. 
Canadian dollars gained rather steadily but continued 
at a large discount.

Closing Cable Rates at New York  
( In  dollars)

Exchange on
Par of 

Exchange Jan. 31,1931 Dec. 31, 1931 Jan. 29, 1932

$ .1407 $ .1406 $ .1415 $ .1415
.1390 .1395 .1390 .1395
.2680 .2675 .1885 .1905

4.8666 4.8563 3.3975 3.4588
.0392 .0392 .0393 .0394
.2382 .2377 .2380 .2365
.4020 .4019 .4010 .4025
.0526 .0524 .0508 .0501
.2680 .2674 .1875 .1885
.1930 .1025 .0845 .0823
.2680 .2678 .1900 .1938

Switzerland. . . . .1930 .1932 .1953 .1952

1.0000 .9991 .8325 .8638
.9648 .6930 .5865 .5865

Brazil................. .1196 .0850 .0625 .0625
1.0342 .6775 .4488 .4650

.4985 .4942 .3500 .3500

.3650 .3598 .2575 .2615
.3138 .3338 .3275

Central B an k R ate  Changes
On January 14 the National Bank of Belgium raised 

its discount rate to 3%  per cent from 2%  per cent, the 
rate which had been in force since August 1, 1930. Also 
on the 14th the discount rate of the Imperial Bank of 
India was lowered to 7 per cent from 8 per cent, where 
it had stood since September 22, 1931. The National 
Bank of Hungary on January 20 reduced the discount 
rate from 8 to 7 per cent. The former rate had been in 
effect since September 11, 1931. The Bank of Greece 
raised its discount rate on January 13 to 12 per cent 
from the 11 per cent rate in effect since October 29, 
1931. On January 22 the Bank of the Republic of 
Colombia reduced its discount rate from 7 to 6 per cent, 
the higher rate having been effective since September 19,
1930.

Foreign T rade
The dollar value of this country’s foreign merchandise 

trade during December was substantially unchanged 
from the previous month. Exports amounted to $184,- 
000,000, a decline of 33 per cent from the previous year, 
and imports totaled $153,000,000, a decrease of 27 per 
cent.

For the calendar year 1931, exports of merchandise 
totaled $2,424,000,000 and imports amounted to $2,090,- 
000,000. Exports were 37 per cent less than in 1930 and 
were the smallest since 1914; imports showed a drop of 
32 per cent from 1930 and were smaller than in any year 
since 1915. The resulting favorable balance of merchan
dise trade of $334,000,000 was also the smallest since 
1914. The diagram on the next page shows the value of 
imports and exports in the years since the war, and indi-
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ment of Agriculture, farm wages fell more than usually 
in the last quarter of 1931 and reached a level slightly 
below the 1910-1914 average.

Wage rate reductions in manufacturing industries 
were much more numerous in 1931 than in the previous 
year. The accompanying table gives the number of 
establishments reporting reductions to the Bureau of 
Labor Statistics, the number of employees affected, and 
the average percentage decrease in rates. According 
to these figures the number of reductions after reaching 
a high level in October and November of 1931 showed 
a considerable decline in December.

Foreign Merchandise Trade of the United States, Showing Amount 
of Favorable Balance

cates the shrinkage that has occurred in the favorable 
trade balance of the United States since 1928. In two 
previous years of the post-war period— 1923 and 1926—  
however, the export balance was not much larger than 
the 1931 figure.

All of the leading groups of foreign trade contributed 
to the decline in total value during 1931. The decreases 
in exports ranged from 41 per cent for finished manu
factures to 29 per cent for crude foodstuffs. In the case 
of imports, the declines for the year varied from 39 per 
cent for semi-manufactures to 24 per cent for crude 
foodstuffs.

Commodity price declines were a considerable factor 
in the reduction of export and import values during
1931, although undoubtedly there was a decrease in the 
actual quantity of merchandise. Annual data for the 
quantity of imports of raw silk and coffee, however, indi
cate increases over 1930 of 10 and 12 per cent, respec
tively, and there was a slight increase in the volume of 
crude rubber imports and of raw cotton exports.

E m p loym en t and W ages
The general level of factory employment for the 

country as a whole declined by about the usual amount 
between the middle of November and the middle of De
cember, and the seasonally adjusted index of the Federal 
Reserve Board showed no further decline for the first 
time in several months. The stability of the index, how
ever, reflected chiefly an enlargement of working forces 
in automobile factories, as most of the other industrial 
groups showed reductions in the number of workers em
ployed. In New York State, factory employment de
clined 1 per cent from November to December, or 
slightly more than seasonally. Figures of the American 
Federation of Labor show that the percentage of trade 
union members out of work increased from 21.8 on De
cember 1 to 23.1 on January 1; this latter figure com
pares with 19.8 per cent on January 1, 1931.

Factory payrolls, both in New York State and for the 
country as a whole, were reduced somewhat further in 
December, and average weekly earnings of factory 
workers in New York State declined to a new low level 
since 1922. According to data supplied by the Depart

Month ended

Number of 
establishments 

reporting decreases

Number of 
employees 

affected

Average 
percentage 

decrease 
in wage rates

Jan. 15....................... 335 43,507 10.2
Feb. 15....................... 228 39,096 10.3
M ar. 15....................... 175 22,502 10.3

195 22,543 10.1
293 46,377 10.4
210 25,645 10.8
238 33,238 9 .7
221 20,739 10.0
362 61,582 10.6

Oct. 15....................... 584 155,714 10.9
Nov. 15....................... 490 134,368 10.7
Dec. 15....................... 275 49,376 9 .3

1931 tota l..................... 3,606 654,687 10.3 (Av.)

1930 tota l..................... 900 120,977 9 .4  (Av.)

C om m od ity  Prices
Commodity prices continued to show a predominantly 

downward tendency during January, and toward the 
end of the month most of the currently available weekly 
indexes were from 1 to 2 per cent below the levels pre
vailing around the year-end. Declines of rather large 
proportions occurred in live stock prices, hog quotations 
reaching the lowest levels since 1899. Hides receded 
%  of a cent, equaling the previous low of 7 cents a 
pound, and rubber established a new record low at 4 3/16  
cents a pound. Zinc declined to 2.90 cents a pound, 
reported to be the lowest level reached in the present 
century. Price recessions occurred also in corn, bitumin
ous coal, silver, pig iron, and steel sheets. On the other 
hand, raw silk showed an upward tendency, and raw 
cotton rose to as high as 6.85 cents, as against 6.50 cents 
around the end of December.

In December the monthly wholesale price index of the 
Bureau of Labor Statistics, which is based on quotations 
for about 550 commodities, declined 3 per cent from the 
November figure to a point 32 per cent below the 1929 
high. At the December level it appears that wholesale 
commodity prices were the lowest since about 1912.

Production
Operations in the steel industry expanded moderately 

in January, in accordance with the seasonal tendency 
following the year-end shutdowns, and in the latter part 
of the month the Iron Age estimated output to be at 29 
per cent of theoretical capacity, as compared with a low 
of around 21 per cent reached near the end of December. 
The production of crude petroleum averaged below that 
of the previous month, and bituminous coal output failed 
to show the usual seasonal rise. Automobile production, 
on the other hand, continued to expand.

In December, the aggregate output of industry showed

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

February 1, 1932



FEDERAL RESERVE AGENT AT NEW YORK 15

a decline slightly in excess of the usual seasonal propor
tions, and the adjusted index of the Federal Reserve 
Board reached a level 44 per cent below the high point 
of 1929. The industries in which larger than seasonal 
declines occurred included iron and steel, bituminous 
coal, textiles, wheat flour, and tobacco products. On the 
other hand, output of automobiles increased to 120,000 
cars from the 70,000 units produced in November, and 
gains after seasonal adjustment were shown in produc
tion of shoes, output of lead, and slaughterings of live 
stock.

(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

Dec. Oct. Nov. Dec.

Metals
Pig iron ............................................................ 55 38 37 33
Steel ingots..................................................... 57 40 44 37
Lead.................................................................. 81 58 52 56
Zinc.................................................................. 54 37 34 35
Tin deliveries................................................. 119 78 49 52

Automobiles
Passenger cars............................................... 48 15 16 36 p
Motor trucks.................................................. 78 37 46 56 p

Fuels
Bituminous coal............................................. 86 71 68 65 p
Anthracite coal.............................................. 95 94 70 7 bp
Coke................................................................. 71 55 54
Petroleum, crude.......................................... 82 80 82 82 p
Petroleum products...................................... 77 78 75

Textiles and Leather Products
Cotton consumption.................................... 68 74 72 70
Wool mill activ ity ........................................ 58 62 57 55
Silk consumption........................................... 111 96 96 87
Leather, sole................................................... 98 84 87 81p
Boots and shoes............................................. 77 71 73 p 88 p

Foods and Tobacco Products
Live stock slaughtered................................ 90 99 93 98
Wheat flour.................................................... 91 84 95r 81
Sugar meltings, U. S. ports........................ 74 74 73
Tobacco products.......................................... 96 83 84 80

Miscellaneous
Cement............................................................ 81 68 59 55
Tires................................................................. 51 49 46
Lumber............................................................ 54 40 34 33
Printing activ ity ........................................... 88 72 76p
Paper, newsprint........................................... 87 84 87 p
Paper, other than newsprint...................... 77 71 71 p
Wood pu lp ...................................................... 80 68 74 p

p Preliminary r Revised

Indexes of Business A ctiv ity
Department store sales in the New York Metropolitan 

area during the first half of January were 16 per cent 
smaller than in the corresponding period a year ago, 
according to figures received by this bank from reporting 
stores. This decline is considerably in excess of the year- 
to-year changes shown in the past few months but was 
due at least in part to the unseasonably warm weather 
which prevailed during January. Car loadings of mer
chandise and miscellaneous freight in the first half of 
January declined by about the usual seasonal amount 
from the average level of December.

During December, sales of department stores and 
chain stores increased substantially, in accordance with 
the seasonal tendency, but in neither of these cases 
did the gain quite equal the average expansion of past 
years, and this bank’s adjusted indexes of retail trade 
consequently showed further declines for the month of 
December. The volume of advertising in newspapers and 
periodicals, which is usually related to conditions in the 
distribution of goods, was reduced by more than the 
usual proportions.

The volume of foreign trade declined only slightly 
more than seasonally, however, and this bank’s adjusted 
index of wholesale trade advanced considerably. Postal 
receipts and life insurance sales showed increases that 
were somewhat larger than is usual for December.

(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

Dec. Oct. Nov. Dec.

Primary Distribution
Car loadings, merchandise and misc........ 78 67 66 65
Car loadings, other....................................... 80 63 60 61

73 56 57 56p
89 74 75 73p

Waterways traffic.......................................... 66 55 48 47
Wholesale trade............................................. 91 80 84 91

Distribution to Consumer
Department store sales, 2nd D ist............. 91 91 89 85
Chain grocery sales...................................... 93 81r 80 77
Other chain store sales................................ 88 84 82 80
M a il order house sales................................. 85 72 69p
Advertising..................................................... 76 72 70 67
Gasoline consumption.................................. 86 82 79
Passenger automobile registrations........... 67 37 41 b3p

General Business Activity
Bank debits, outside of New York C ity.. 91 77 70 73
Bank debits, New York C ity ..................... 84 74 56 68
Velocity of bank deposits, outside of New

York C ity ................................................... 95 88 81 83
Velocity of bank deposits, New York C ity 95 80 62 71
Shares sold on N . Y . Stock Exchange. . . 153 115 94 126
Life insurance paid fo r ................................ 94 90 100 103
Postal receipts............................................... 90 79 77 80
Electric power................................................ 88 79 78 p
Employment in the United States........... 82 72 71 71
Business failures............................................ 107 113 107 114
Building contracts......................................... 62 50 38 35
New corporations formed in N . Y . State 80 88 85 80
Real estate transfers.................................... 60 51

General price level*...................................... 158 144 144 140
Composite index of wages*........................ 219 208 206 205
Cost of liv ing*............................................... 159 146 144 142

p Preliminary r Revised *  1913 average=-100

Building
The month of December 1931 produced a total of 

building contracts valued not greatly in excess of one- 
half the amount in December 1930. According to the 
F. W . Dodge Corporation reports, public works and 
utilities projects were reduced by somewhat more than 
one-third, and other non-residential and residential con
tracts showed a decrease of about one-half. The decline 
from November to December this year was somewhat 
larger than the usual seasonal recession, especially in 
residential building and in non-residential building 
other than public works and utilities.

The total value of building and engineering contracts 
awarded during the year 1931 in 37 States was 32 per 
cent smaller than in 1930, and was 53 per cent less than 
the contracts reported in the peak year of 1928. The 
recession from 1930 to 1931 was the most marked in the 
case of commercial and factory construction, which 
showed a decline of 51 per cent, followed by decreases of 
30 per cent in public works and utilities and 26 per cent 
in residential building. In comparison with the* 1928 
level, residential building has undergone by far the larg
est curtailment— 71 per cent— as the decline in this type 
of construction started well before other major types 
showed material reductions. The value of public works 
and utilities projects contracted for in 1931 was only 13 
per cent below the 1928 figure, but other non-residential 
building showed a drop of 55 per cent, due to the sharp 
falling off in the erection of factories and commercial 
buildings during 1930 and 1931.
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In Metropolitan New York and vicinity, 1931 building 
contracts were 23 per cent less than in 1930, a somewhat 
smaller decline than for all States covered by the reports. 
The decline from the 1928 level, however, was about the 
same as for the 37 States. Total residential building 
contracts showed the comparatively small recession of 10 
per cent from 1930 to 1931, due principally to the fact 
that the value of contracts for one and two family dwell
ings was larger than in 1930, thereby largely offsetting 
a decline in apartment and hotel construction. Public 
works and utilities projects were 21 per cent smaller 
than in 1930, and other non-residential contracts were 
34 per cent less.

During the past half of January, the daily average 
amount of contracts awarded declined more than sea
sonally, reflecting large declines in public works and 
utilities and in other residential building. Residential 
contracts during this period, however, showed somewhat 
less than the usual recession.

D ep artm en t Store T rade

Final reports from department stores in this district 
indicated that the dollar volume of December sales was 
8.7 per cent below the previous year, and that sales for 
the whole of 1931 were about 8 per cent smaller than in
1930. Reporting apparel stores showed December sales 
13 per cent below December 1930, and their total sales 
during 1931 were 11 per cent smaller than in 1930.

New York City and Newark department stores, with 
decreases of 8 per cent and 6 per cent, respectively, 
reported the smallest reductions in December sales com
pared with a year ago; the decline in New York City 
sales was the smallest that has been reported by these 
stores since July. Substantial decreases in sales com
pared with 1930 continued to be reported in Buffalo, 
Syracuse, Northern New York State, Hudson River Val
ley, Capital District, and the Westchester District, but 
these declines were all smaller than in November. De
partment stores in Rochester, Bridgeport, and Southern 
New York State, however, reported December sales fur
ther below the 1930 level than in November.

Stocks of merchandise on hand at the end of Decem
ber, valued at retail prices, were 13% per cent smaller 
than a year previous.

Locality

Percentage change from 
a year ago Per cent of 

accounts 
outstanding 

November 30 
collected in

Net sales
Stock 

on hand 
end of 
month

Dec.
Jan. 

to Dec.

Dece

1930

mber

1931

New Y o rk .........................................
Buffalo...............................................
Rochester...........................................
Syracuse.............................................
N ew ark.............................................
Bridgeport.........................................
Elsewhere...........................................

Northern New York State.......
Southern New York State........
Hudson River Valley D is tric t..
Capital District...........................
Westchester D istrict..................

—  7.9  
— 14.3 
— 17.0 
— 15.2
—  6.3  
— 17.8 
— 13.2 
— 14.4  
— 13.2 
— 10.6 
— 14.6 
— 14.8

—  8.1  
— 11.7
—  9.9  
— 11.6
—  6.5  
— 12.3 
— 10.3 
— 13.5
—  9 .5  
— 11.1 
— 12.3
—  5.4

— 14.2
—  8 .7  
— 20.5
—  7 .7  
— 12.0  
— 20.5  
— 11.2

47.2
46.8  
41.1
29.9  
33.6  
41.0  
37.4

47.0
43.3  
43.9
29.1 
33.7
36.3  
33.6

A ll department stores............ —  8 .7 —  8 .3 — 13.5 42.6 41.8

Apparel stores......................... — 13.1 — 11.2 — 13.5 44.0 42.8

Net sales 
percentage change 

December 1 9 3 1  
compared with 
December 1 9 3 0

Stock on hand 
percentage change 
December 3 1 ,  1 9 3 1  

compared with 
December 3 1 ,  1 9 3 0

Toys and sporting goods....................... —  1 . 0 — 2 5 . 8
Home furnishings....................................
Furniture...................................................

—  2 . 7
—  4 . 3

—  9 . 1  
— 2 8 . 2

Toilet articles and drugs....................... —  5 . 0 —  5 . 4
Women’s ready-to-wear accessories. . 
Luggage and other leather goods . . . .

—  5 . 2
—  7 . 3

— 1 2 . 5  
— 1 8 . 9

Women’s and Misses’ ready-to-wear.. 
H osiery......................................................

—  8 . 2  
—  8 . 7

— 1 2 . 2
— 3 1 . 2

Woolen goods...........................................
—  8 . 7  
— 1 0 . 3

— 1 8 . 3  
—  0 . 8

M en’s and Boys’ wear........................... — 10.6 — 1 8 . 7
Musical instruments and radio........... — 1 0 . 7 — 1 3 . 5
Books and stationerv............................. — 11 . 8 — 2 0 . 0
M en’s furnishings.................................... — 1 2 . 5 — 1 5 . 7
Silverware and jewelry.......................... — 1 3 . 8 —  5.6
Cotton goods........................................... — 1 5 . 4 —  6.2
Linens and handkerchiefs..................... — IS . 7 — 2 3 . 7
■Silks and velvets..................................... — 1 8 . 9 — 21 . 9
Miscellaneous........................................... — 1 8 . 7 — 1 7 . 0

W holesale Trade

Reporting wholesale dealers showed December 1931 
sales 14 per cent below the same period in 1930, the 
smallest year-to-year decline since June. The December 
sales of drugs increased about 9 per cent over the pre
vious year following a decrease in November, and ma
chine tool orders, reported by the Machine Tool Builders 
Association, showed the smallest year-to-year decline in 
more than two years. Yardage sales of silk goods, re
ported by the Silk Association, also showed a 9 per cent 
increase over a year previous. Stationery, hardware, 
and grocery sales showed the smallest declines compared 
with 1930 since July, while shoe, paper, and cotton goods 
sales showed about the same percentage declines from 
a year ago as in November. The sales of men’s clothing 
declined further below the 1930 level, but the sales of 
jewelry and diamonds, although substantially below the 
previous year, showed smaller declines than in November. 
The total sales for reporting wholesale dealers for the 
year 1931 were about 19 /̂2 per cent below those of 1930.

At the end of December, the value of stocks of mer
chandise in all reporting lines except drugs remained 
considerably smaller than a year previous.

Percentage 
change 

December 1931 
compared with 
December 1930

Per cent of 
accounts 

outstanding 
November 30 

collected 
in December

Percentage 
change in 
net sales

Commodity

Net
sales

Stock 
end of 
month 1930 1931

Dec.
1931
com
pared
with
Nov.
1931

Year
1931
com
pared
with
year
1930

— 13.2 — 22.2 75.4 78.0 +  3 .0 — 16.9
M en’s clothing............... — 28.7 42.4 38.2 — 17.9 — 27.2
Cotton goods................. — 14.7 — 19'. i 41.9 40.8 +  6 .3 — 23.7

+  8 .5 * — 14.5* 51.6 61.6 + 2 5 .1 * +  6 .6 *
— 21.4 — 10.4 49.3 39.2 +  6 .4 — 20.6
+  9.9 + 2 3 .3 32.8 27.8 — 12.6 —  6.8
— 13.8 — 40.5 53.2 50.2 +  7.3 — 16.4

Machine tools**............

Paper................................

—  1.7  
— 14.3  
— 21.2  
— 45.3  
__25.4

— 46.9
— 34.8

73' i 
59.1

|  24.9

7i'.9
46.4

| 21.3

+ 3 3 .1  
+  15.4 

0
+  18.8 
+  14.9

— 42.2
— 20.4
— 22.0
— 47.3
— 34.4

Weighted average. . . — 14.4 53.7 52.3 + 3 2 .7 — 19.6

* 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 Seasonal 
Variation (1923-25 average =100 per cent)

Federal Reserve Board’s Index of Factory Em
ployment with Adjustment for Seasonal Varia

tion (1923-25 average = 100 per cent)
MILLIONS OP DOLLARS

Reserve Bank Credit (Monthly averages of daily figures for 12 Federal Reserve Banks; latest figures are averages of first 20 days of January)
PERCENT

Money Rates in the New York Market (January 
rates are averages for the first 20 days)

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

(Summarized by the Federal Reserve Board)

I NDUSTRIAL activity declined from November to December by slightly 
more than the usual seasonal amount, while the volume of factory employ

ment showed about the usual decrease. Wholesale prices declined further.

P r o d u c t io n  a n d  E m p l o y m e n t

Volume of industrial output decreased somewhat more than is usual in 
December and the Board's seasonally adjusted index declined from 72 per cent 
of the 1923-1925 average in November to 71 per cent in December. Activity in 
the steel industry decreased from 30 to 24 per cent of capacity for the month, 
partly as a result of seasonal influences; in the first three weeks of January it 
showed a seasonal increase. Automobile output increased considerably in 
December from the extreme low level of the preceding month, and daily average 
output at shoe factories, which ordinarily declines at this season, showed little 
change. At textile mills production was curtailed by more than the usual 
seasonal amount.

Number employed at factories decreased seasonally from the middle of 
November to the middle of December. In the automobile and shoe industries 
there were large increases in employment, while in the clothing industries 
employment declined; in most lines, however, changes were of a seasonal 
character.

For the year 1931 as a whole the average volume of industrial production 
was about 16 per cent smaller than in 1930, reflecting large decreases in output 
of steel, automobiles, and building materials, offset in part by slight increases 
in production of textiles and shoes.

Value of building contracts awarded, as reported by the F. W. Dodge 
Corporation, declined considerably more than is usual from the third to the 
fourth quarter, and for the year as a whole was 32 per cent smaller than in 
1930, reflecting reduced physical volume of construction, as well as lower 
building costs.

D is t r i b u t i o n

Distribution of commodities by rail declined by the usual seasonal amount 
in December, and department store sales increased by approximately the usual 
amount.

F o r e ig n  T r a d e

Value of foreign trade continued at a low level in December and for the 
year as a whole exports showed a decline of 37 per cent from 1930 and imports 
a decline of 32 per cent, reflecting in part the reduction in prices.

W h o l e s a l e  P r ic e s

Wholesale prices of commodities declined from 68 per cent of the 192b 
average in November to 66 per cent in December, according to the Bureau of 
Labor Statistics, reflecting decreases in the prices of many domestic agricultural 
products, sugar, silk, iron and steel, and petroleum products. During the first 
half of January prices of hogs, lard, and butter declined further, while prices 
of cotton, silk, coffee, and copper increased.

B a n k  Cr e d it

Reserve Bank credit, which had declined from the middle of October to the 
middle of December and had increased in the latter part of the month, declined 
again in the first three weeks in January.

The growth in the latter part of December reflected a somewhat more than 
seasonal increase in the demand for currency, partly offset by reductions in 
member bank reserve balances and in deposits of foreign central banks. In 
January the return flow of currency was considerably smaller than in other 
recent years, while member bank reserve balances continued to decline. Accept
ance holdings of the Reserve Banks, which had reached a total of $780,000,000 
in October, have declined through maturing of bills held almost uninterruptedly 
since that time, and on January 20 totaled $190,000,000. The banks’ portfolio 
of United States Government securities showed some increase over the level of 
the early part of December, and discounts for member banks increased 
substantially.

Loans and investments of member banks in leading cities declined further 
during December and the first two weeks of January, reflecting reductions in 
loans on securities, as well as in other loans, and in investments.

In the middle of January buying rates for bankers acceptances at the 
Federal Reserve Banks were reduced and open-market rates on 90-day bills 
declined first from 3 to 2% per cent and later to 2% per cent. Yields of high- 
grade bonds, after advancing for a period of about four months, declined after 
the turn of the year, reflecting a rise in bond prices.
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M o n e y  M ark et in February

In several important respects banking conditions 
showed substantial improvement during February. Bank 
closings were reduced to about one-third of the number 
in each of the two previous months, and the unseasonal 
currency withdrawals from banks in those months were 
followed by a moderate return flow of currency to the 
banks after the first week of February, indicating a 
cessation of the hoarding of currency. Government bond 
prices rose substantially and the corporation bond mar
ket was moderately firm. The position of the dollar in 
relation to other currencies in the foreign exchange 
market was improved to a point where there was no 
longer a profit in exporting gold from the United States, 
and exports due to that cause ceased.

The relationship between bank failures and the demand 
for currency is illustrated in the accompanying chart, 
which shows that unusual increases in currency have in 
recent months accompanied and followed unusually large 
numbers of bank failures, and that when failures have 
diminished, the withdrawals of currency have decreased 
and after a time money has begun to return to the banks. 
In the chart the curve for currency has been adjusted 
to make allowance for the usual seasonal changes so 
that the movements of the line reflect the unusual rather 
than the usual currency demands.

Much of the decline in the number of bank failures 
may be ascribed to the organization and commencement 
of the operations of the Reconstruction Finance Corpo
ration. By the middle of February this organization 
was making loans to nonmember banks or to member 
banks which no longer had a sufficient supply of eligible 
paper to secure adequate accommodation at the Reserve 
Banks, and also to the railroads which were shut off from 
their usual supply of funds because of the stagnation 
of the market for new issues.

Further assurance that banks would be able to obtain 
funds promptly against sound assets previously ineli
gible at the Reserve Banks was provided in the passage 
at the end of February of the Glass-Steagall bill, the 
major provisions of which are outlined on subsequent 
pages of this Review. While these measures are of most 
direct importance to banks whose supply of eligible 
paper is least adequate, they should be effective gener
ally in removing the necessity for banks to increase 
their liquidity by a liquidation of assets, since, under 
the provisions of the new bill, any member bank in case

of need would be able to secure cash upon assets not 
heretofore eligible.

The introduction of the Glass-Steagall bill was fol
lowed by a considerable recovery in prices of Govern
ment securities. The extent of this recovery is shown by 
the following figures.

Treasury Bonds M aturity Jan. 30, 1932 Feb. 29, 1932 Change

4 Ms 1947-52 100.9 103.2 + 2 .2 5
4s 1944-54 96.9 100.0 + 3 .2 3
3 Ms 1946-56 92.2 97.4 + 5 .2
3 ^ s 1940-43 91.20 95.0 + 3 .1 2
3 ^ s 1943-47 90.10 94.8 + 3 .3 0
3 ^ s 1946-49 87.3 90.31 + 3 .2 8
3s 1951-55 86.2 89.17 + 3 .1 5

Figures to right of decimal represent 32nds of a point

These price changes appear to reflect in the market 
for Government securities the lessening of uncertainty 
and apprehension and the restoration of something ap
proaching a normal market. While the general bond 
market did not show any such recovery as the Govern
ment market, prices were relatively firm and the market 
was less disorganized.

A  month ago a number of the European currencies 
were at prices in the foreign exchange market which 
made it profitable to ship gold from New York to 
Europe, and substantial movements of gold were taking 
place for this cause in addition to gold exports under
taken as a matter of policy by European central banks

BILLIONS OF DOLLARS NUMBER OF SUSPENSIONS

1931 1932
Currency in Circulation, with Seasonal Variations Eliminated, 

Compared with Number of Bank Suspensions

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

March 1, 1932



18 MONTHLY REVIEW, MARCH 1, 1932

representing1 withdrawals from this market of their bal
ances. This condition of the exchanges apparently re
flected some concern in European countries as to the 
possibility of inflation in the United States. The early 
discussions of the Glass-Steagall measure appeared to 
accentuate this concern somewhat, but as the provisions 
of this bill and the general situation here became better 
understood this concern passed, and, as a consequence 
of this and other influences tending to weaken the ex
changes of a number of countries, the premiums on 
European currencies were steadily reduced until by the 
end of the month the prices of all were below the point 
at which gold shipments from the United States were 
profitable, and gold movements from that cause ceased, 
though European central banks continued to withdraw 
some of their balances here in the form of gold.

There has as yet been no definite evidence of a check 
in the decline of bank credit which has gone forward 
at about the same rate as in preceding weeks. In the 
four weeks ended February 24 the total loans and invest
ments of reporting New York City member banks 
declined $270,000,000 further, bringing the total decline 
since the end of December to $600,000,000. Deposits in 
New York banks have shown a corresponding decline, 
but it seems clear that the reduction in deposits has been 
a result and not a cause of the reduction in loans and 
investments. There has been a moderate return flow of 
currency to the New York banks since the beginning of 
the year and an almost uninterrupted inflow of funds 
from other districts.

Loans and investments of reporting member banks in 
other principal centers throughout the country have also 
continued to decline, but at a less rapid rate than in 
New York City. Generally speaking the deposit decline 
of these banks has been more rapid than the decline in 
their loans and investments due to a flow of funds from 
those centers to New York, and, as a consequence, the 
indebtedness of these banks at the Reserve Banks has 
increased during recent months to the largest volume 
since 1929.

Open market money rates showed little change during 
February until the last few days of the month, except 
for a gradual decline in yields on short term Govern
ment securities. On February 25 the Federal Reserve 
Bank of New York reduced its discount rate from SY2 
per cent to 3 per cent, effective the following day. 
Acceptance rates declined by Ys to Y^ per cent, accom
panying this discount rate change, and yields on short 
term Government securities showed a corresponding 
adjustment, as did also commercial paper.

Money Rates atfNew York

Feb. 28, 1931 Jan. 29, 1932 Feb. 29, 1932

Stock Exchange call loans........................ 1 H
**2 -2  % 

2 H  
1M  

f3 .81

1.21
1.32

2

1%

2 ^
* * 3 ^ -3 M

3 M -4
2H

t4 .44

2.65
3.14

3 K

3

2 K
* *3 M -3 H

3 H -3 M
2 ^

t4 .46

1.97
2.91

3

2H

Stock Exchange 90 day loans.................
Prime commercial paper..........................
Bills— 90 day unindorsed........................
Customers’ rates on commercial loans.. 
Treasury securities

Maturing June 15 (y ield)................
Maturing September 15 (y ield).........

Federal Reserve Bank of New York re
discount ra te ...........................................

Federal Reserve Bank of New York  
buying rate for 90 day indorsed bills.

** Nominal t Average rate of leading banks at middle of month

Dealers’ portfolios of bills tended to increase during 
the first part of February, as a decline in the amount of 
new buying orders received from foreign central banks 
was not fully compensated by some increase in local 
investment demand. In view of this situation, one bill 
dealer advanced the rate for 90 day bills by Ys per cent 
on February 9, with an idea of stimulating the demand 
for this maturity. Other dealers, however, maintained 
the rates which had become effective at the middle of 
January, apparently not being of the opinion that money 
conditions warranted an advance, since they were able 
to borrow funds with which to carry their portfolios at 
rates that were below the interest cost of the bills. 
Consequently an offering range of 2% -2%  per cent for 
90 day bills was quoted in the bill market until Feb
ruary 24 when all dealers again quoted the 2 %  per cent 
rate.

On February 26, accompanying a reduction in the 
discount rate of the Federal Reserve Bank of New York 
and in its buying rates for bills, dealers’ rates for 30 
and 60 day bills were reduced Ys Per cen  ̂ and 4 to 6 
month bills were adjusted downward by Yk per cent. 
The cut in the Reserve Bank’s buying rates reduced the 
rate for 1-45 day bills from 2%  to 2%  per cent, and the 
90 day rate declined Yl Per cent to 2 %  per cent. After 
the reduction in the rate structure of the bill market, 
an increase in domestic bank buying of bills and heavy 
purchases by foreign banks to replace maturities resulted 
in a considerable decline in the dealers’ portfolios of 
bills.

Federal Reserve holdings of bills for own account 
were increased moderately during the week ended Feb
ruary 10, reflecting sales of bills by New York City 
banks to the Reserve Bank to correct a temporary short
age in their reserves. This was the first weekly increase 
in Federal Reserve bill holdings since the final reporting 
period of December. For the balance of the month, 
however, the Reserve Banks’ bill portfolio was reduced 
by maturities, and at the end of February was about 
$45,000,000 lower than at the close of January.

The volume of dollar acceptances outstanding declined 
$13,000,000 further during January to $961,000,000. 
Continued decreases in the outstanding volume of export 
and import bills were only partly offset by small 
increases in bills covering other types of transactions.

Commercial Paper M arket

The commercial paper market continued inactive 
during February. Investment demand on the part of 
the banks was again concentrated on choice paper matur
ing in 3 to 4 months, with the major part of the limited 
turnover occurring in the New England territory. 
Although increasing somewhat, new drawings of open 
market paper by commercial and industrial concerns 
generally remained of small proportions, so that dealers’ 
offering lists were limited. Quotations for prime names 
were unchanged at 3%-4 per cent until after the reduc
tion in the New York Reserve Bank’s discount rate, 
when the range of dealers’ offering rates became 3% -3%  
per cent, accompanying some increase in the investment 
demand for paper.

B i l l  M a r k e t
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The current low level of demand for funds on the part 
of the comparatively few borrowers whose paper can be 
sold through the open market reduced the amount of 
paper outstanding through the reporting dealers to 
$98,000,000 at the end of January. This represents a 
decrease of 16 per cent from December and of 70 per cent 
from January 1931. The first month of this year and 
of 1931 were the only occasions since 1921 on which 
January outstandings failed to show some increase from 
the seasonal low point of December.

Am en dm en t to the Federal R eserve A c t
On February 27, an act of Congress was signed by 

the President amending the Federal Reserve Act in 
three important particulars. Concerning the purposes 
of this act the President made the following statement:

. . By freeing the vast amounts of gold in our Federal 
Reserve System (in excess of the gold reserve required by 
law), it so increases the already large available resources of 
the Federal Reserve Banks to enable them beyond question 
to meet any conceivable demands that might be made on 
them at home or from abroad.

It liberalizes existing provisions with regard to eligibility 
of collateral and thereby enables the Federal Reserve Banks 
to furnish accommodations to many banks on sound assets 
heretofore unavailable for rediscount purposes. . .

The first provision of this recently enacted legislation 
authorizes the Federal Reserve Banks, with the consent of 
not less than 5 of the members of the Federal Reserve 
Board, to make advances to groups of 5 or more mem
ber banks, a majority of them independently owned 
and controlled, upon their promissory notes, provided 
the bank or banks which receive the proceeds of such 
advances have no adequate amounts of assets of the 
types eligible and acceptable for rediscount or as security 
for advances at the Federal Reserve Banks prior to the 
enactment of this bill. Such advances may be made to 
groups containing less than 5 banks if the aggregate 
amount of their deposit liability constitutes at least 10 
per cent of the entire deposit liability of the member 
banks within the Federal Reserve District. The law pro
vides that “ the liability of the individual banks in each 
group must be limited to such proportion of the total 
amount advanced to such group as the deposit liability 
of the respective banks bears to the aggregate deposit 
liability of all banks in such group9 \

The second provision authorizes the Federal Reserve 
Banks until March 3, 1933, in “ exceptional and exigent 
circumstances7 9, to make advances to individual member 
banks having a capital not exceeding $5,000,000 upon 
their promissory notes. Such advances are “ subject in 
each case to affirmative action by not less than 5 mem
bers of the Federal Reserve Board”  and the Board 
‘ 1 may by regulation limit and define the classes of assets 
which may be accepted as security.”  This provision also 
applies only to member banks that have exhausted their 
holdings of assets of the types which they could redis
count or borrow upon at the Reserve Banks prior to 
this amendment.

Advances which may be made to groups of banks or 
to individual banks under this amendment to the Fed
eral Reserve Act must bear interest at a rate at least

1 per cent above the discount rate of the respective 
Federal Reserve Banks, and will not be eligible as col
lateral security for Federal Reserve note issues.

The third section of the amendment provides that 
until March 3, 1933, should the Federal Reserve Board 
deem it to be in the public interest, the Federal Reserve 
Banks may be authorized by an affirmative vote of not 
less than 5 members of the Board to pledge United 
States Government obligations as collateral security for 
Federal Reserve notes obtained from the Federal Reserve 
Agents, in addition to gold and notes, drafts, bills of 
exchange, and acceptances, discounted or purchased 
wKieh heretofore have been eligible as such collateral. 
This amendment in no way changes the required gold 
reserve of 40 per cent against Federal Reserve notes, 
but simply provides a means by which the types of 
assets eligible to be pledged with the Federal Reserve 
Agents as collateral for the notes may be enlarged for 
a limited time to include United States Government 
securities. The inclusion of Government securities is in 
conformity with the practice which has been followed 
for some time by a number of foreign banks of issue.

Federal Reserve notes are obligations of the United 
States, and the primary function of the collateral is to 
provide the Treasury with security against its liability 
for outstanding Federal Reserve notes. The goodness of 
Federal Reserve notes rests upon their being a first and 
paramount lien on all the assets of the Federal Reserve 
Banks, as well as an obligation of the United States.

Recently the amount of gold actually held as collateral 
and reserve for Federal Reserve notes has been around 
80 per cent of the total note circulation. The permission 
to replace a part of this gold (above the 40 per cent 
reserve) with Government securities makes it possible to 
increase the so-called “ free gold”  of the System, that 
is, the gold not tied up as reserve for notes or deposits 
or as collateral for notes. This free gold now totals 
about $420,000,000 but under the terms of the amend
ment it could, if necessary, be increased to about $1,200,- 
000,000. In practice this would enable the System to 
meet any large gold export or heavy currency demand 
more easily, for in the face of such a demand Govern
ment securities could be purchased and thus the neces
sity for a large increase in member bank discounts 
could be avoided. This is a matter of importance since 
the necessity for borrowing largely at the Reserve Banks 
always exerts upon the member banks pressure for 
liquidation and always results in tight money conditions.

Security M arkets
Stock prices drifted downward during the first ten 

days of February, dropping slightly beneath the lows of 
December and January and reaching a new low level 
since 1921. On the announcement of the proposed 
amendments to the Federal Reserve Act contained in the 
Glass-Steagall bill, however, the stock market staged a 
vigorous two day advance on which prices showed an 
average rise of nearly 18 per cent. Thereafter, no fur
ther net gain was registered, but, on the other hand, 
prices had no sustained decline, showing alternate 
advances and declines of about two points which left the
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PRICE INDEX

Weekly Movements of Stock Prices (Standard Statistics Company index of 421 issues)

general level of share quotations at the close of February 
some 11 per cent above the recent low.

As is indicated in the accompanying diagram, which 
is based on the broad weekly price index of the Standard 
Statistics Company including quotations for 421 indus
trial, railroad, and public utility issues, the stock market 
has moved within a range of about ten points during 
the past three months; the lowest levels reached in 
December, January, and February have not been mate
rially different, and the market has not broken through 
the mid-January high. Consequently, with fluctuations 
limited to this range, the general level of stock prices 
appears to have shown greater stability during the three 
months just closed than in some time past. In bank 
stocks, a further advance in quotations during February 
increased the net rise from the December low to about
29 per cent.

The most consistent movement in the bond market 
during February was in United States Government 
securities, which advanced to the highest levels since the 
first part of December. After demonstrating quiet 
strength in the first ten days of the month, a price 
average composed of the 11 Liberty Loan and Treasury 
bond issues now outstanding rose 3 points during the 
course of the next week, and thereafter advanced about 
*4 point further. In other divisions of the bond market 
also, higher quotations were reported after the 10th of 
the month, as the accompanying diagram shows. Do
mestic corporation bond averages advanced I 1/*  to 2 
points, or by a somewhat larger amount than they had 
receded in the first part of the month, but because of 
the declines that occurred in the closing days of January, 
domestic corporate issues remained about 1%  to 2 points 
lower at the end of February than at the middle of 
January when the sharp upturn from the mid-December 
lows culminated. Foreign dollar bonds likewise advanced 
in the third week of the month, after declining from the 
middle of January, and toward the end of February an 
average of 40 representative issues was only 2 points 
below the quotation prevailing around the middle of 
January.
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Movements of Bond Prices (Federal Reserve Bank of New York 
composite of 5 domestic bond averages; average of 11 United States Government bonds; and Baker-Kel- 

logg & Co. average of 40 foreign bonds)

N ew  Financing
— — — — — — .— •mmmmmmmmmm* \

Public offerings of new securities continued to be in 
very limited number and volume during the month of 
February. The total for the period appears to have been 
somewhat less than in any of the previous three months, 
but not as small as last October. The most important 
offering was $25,000,000 of 5 per cent bonds of the 
Brooklyn Edison Company yielding 5^4 per cent; this 
issue followed one of the New York Edison Company in 
January in the same amount and at similar terms, and 
it was reported that both issues were readily sold. The 
February total also included an issue of $15,000,000 of 
short-term Federal Intermediate Credit Bank deben
tures. In connection with this issue, the Reconstruction 
Finance Corporation had offered to take up any part of 
the debentures not otherwise sold, but shortly after the 
date of issue it was stated that investment demand had 
absorbed all the debentures, which made it unnecessary 
for the Reconstruction Finance Corporation to purchase 
any of the issue.

In addition, the United States Treasury sold three 
issues of Treasury bills aggregating $215,000,000 during 
February. These issues, together with a part of the 
February 1 issues of certificates of indebtedness, an
nounced on January 25, refunded $272,000,000 of Treas
ury bills that matured during February.

Issu e of Special Treasury Certificates in Sm all 
D enom inations

The Treasury Department announced late in February 
that on or about March 7 it would offer for subscription 
an issue of special United States Treasury certificates, 
in connection with the campaign initiated by the Presi
dent to put idle money to work, and in order to meet a 
demand for a Government obligation with short maturity 
in small denominations. This issue is wholly distinct 
from the regular March financing program of the 
Treasury. The new certificates will be of one year 
maturity, redeemable upon 60 days notice by the holder, 
and will be issued only in coupon form in denominations

_J__ 1__ ___1__ I__ I__ ___I__ I__ I__ ___I__ I__
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of $50, $100, and $500. The interest rate on the certifi
cates will be 2 per cent per annum, which is approxi
mately the same as the present yield on outstanding 
Treasury securities of about two months maturity. It is 
understood that local committees of the Citizens’ Recon
struction Organization in conducting an educational 
campaign against hoarding of currency will urge that 
idle funds held outside the banks be either deposited in 
the banks or invested in these special Treasury certifi
cates. To this end, it is anticipated that the subscription 
books for this issue will remain open somewhat longer 
than usual. The amount of the issue will be determined 
by the demand.

Subscribing banks, after qualifying as Government 
depositaries, may pay for the certificates by establishing 
a credit on their books in favor of the Treasury, so that 
if funds for the purchase of the certificates should be 
withdrawn from deposits in the subscribing banks, the 
funds will automatically be replaced by a Government 
deposit. If the certificates are purchased with currency 
held outside of banks, the banks receiving subscriptions 
will gain the cash deposited by the subscriber. It is not 
intended that there will be an intensive drive to sell 
the new Treasury certificates, but rather that, in con
nection with the campaign against the hoarding of cur
rency, a Government obligation of short maturity in 
small denominations will be made available for the 
employment of funds.

Foreign Exchange
Throughout the first half of February sterling held 

steady at around $3.45, and thereafter was consistently 
strong, advancing 3%  cents after the reduction in the 
Rank of England rate. French francs advanced rather 
consistently in the first part of the month, and on Feb
ruary 13 rose sharply to above the gold export point 
from this country, which had been raised by an increase 
in freight rates and by an increase in the Bank of 
France minting charges. Subsequently, however, the 
franc moved continuously lower, closing the month at 
about the same level as at the beginning, and well below 
the theoretical gold export point from this country. 
Movements similar to those of the French franc occurred 
in Swiss francs, guilders, and belgas, all of which were 
strong as against the dollar throughout the middle of 
the month, but which declined considerably later in the 
period, closing well below their respective gold export 
points. Reichmarks moved irregularly upward, ranging 
from $0.2365 to $0.2383, and lire rose sharply during 
the first week from their low end-of-January quotations, 
and thereafter held most of their gain. Among the 
Scandinavians, Swedish crowns began to move slowly 
downward, but Danish and Norwegian exchanges con
tinued to move with the pound.

Except for slight strength in Uruguayan pesos to
wards the end of February, there were no material 
changes in the South American list. In the Far East, 
Japanese yen turned weak after the middle of the 
month, while the Chinese currencies advanced on higher 
silver prices. Canadian dollars recovered somewhat 
further.

Closing Cable Rates at New York  
(In  dollars)

Exchange on
Par of 

Exchange Feb. 28, 1931 Jan. 30, 1932 Feb. 27, 1932

$ .1407 $ .1406 $ .1396 $ .1396
.1390 .1395 .1396 .1392
.2680 .2675 .1905 .1923

4.8666 4.8575 3.4525 3.4850
.0392 .03919 .03937 .03935
.2382 .2377 .2369 .2380

Holland.............................. .4020 .4011 .4025 .4026
Ita ly .................................... .0526 .0524 .0501 .0520

.2680 .2676 .1880 .1892

.1930 .1055 .0821 .0768

.2680 .2678 .1935 .1928

.1930 .1925 .1952 .1935

1.0000 1.0000 .8638 .8850
.9648 .7547 .5865 .5865
.1196 .0820 .0625 .0625

1.0342 .7150 .4650 .4725

.4985 .4942 .3500 .3150

.3650 .3600 .2620 .2640
.2925 .3275 .3463

G old M ovem en t
The outflow of gold from this country continued 

through the 24th of February, exports being composed 
principally of gold which had previously been ear
marked, although these releases from earmark for export 
were in part replaced by additional earmarkings of gold 
for the account of foreign central banks. Exports for 
the month of February totaled $128,500,000, of which 
$98,400,000 was shipped to France, $18,000,000 to Bel
gium, $8,700,000 to Holland, and $2,400,000 to Portugal. 
Partially offsetting these exports were $8,000,000 of gold 
received at New York from Canada, $1,600,000 from 
India, $1,000,000 from Argentina, $1,000,000 from Uru
guay, and $850,000 from Denmark, and additional re
ceipts at San Francisco of $19,000,000 from Japan and 
$800,000 from China. In addition to these imports there 
was a net decrease of $26,300,000 in the amount of gold 
held under earmark for foreign account. As a result of 
all these transactions there was a net decline in this 
country’s gold stock during February of approximately 
$65,000,000.

Central B an k R a te  Changes
On February 18 the Bank of England lowered its 

discount rate to 5 per cent from the 6 per cent rate put 
into effect on September 21, 1931 at the time of Eng
land’s suspension of the gold standard. On the 19th 
the State Bank of Sweden and the Bank of Norway, each 
of which had maintained a 6 per cent bank rate since 
October 19, 1931, lowered their rates to 5%  per cent. 
Other changes effected by European banks this month 
were a lowering of the Bank of Estonia’s discount rate 
from 6y 2 per cent to 5 y 2 per cent on February 1, a 
reduction in the rate of the Bank of Greece from 12 
per cent to 11 per cent on February 20, and a lowering 
by the Bank of Finland of its rate from 8 to 7 per cent 
on February 13. On the 25th the official rate of the 
Imperial Bank of India was reduced from 7 to 6 per cent.

E m p loym en t and W ages
Factory employment for the country as a whole was 

reduced 2 per cent further from the middle of December 
to the middle of January, and the seasonally adjusted
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index of the Federal Reserve Board declined to a level 
33 per cent below the 1929 average. The number of 
workers employed in reporting New York State factories 
in January showed a decline of 4 per cent from Decem
ber, the largest January decline for any year since 1921.

Factory payrolls declined even more than employ
ment, both in New York State and for the country, and, 
as a result, average weekly earnings of factory workers 
in New York State were reduced to a new low level Building  
since 1922.

cated in the diagram. Among the nine principal ex
ports, the only increase was in the case of the quantity 
of unmanufactured cotton, which was 5 per cent larger 
than in 1930. The decreases ranged from comparatively 
moderate ones in unmanufactured tobacco and cotton 
manufactures to a reduction of more than 50 per cent 
in iron and steel-mill products.

Foreign T rad e

This country’s foreign trade in January showed a 
considerable decline from the previous month, after 
allowing for the usual seasonal movements. Exports, 
valued at $150,000,000, were 40 per cent less than a year 
ago, and were the smallest since August 1914. Imports, 
amounting to $136,000,000, were down 26 per cent from 
a year ago, and were less than in any month since Feb
ruary 1915. The year-to-year decrease shown by exports 
was somewhat larger than for most months of last year, 
while the reduction in imports was substantially smaller.

January exports of raw cotton and the principal grains 
showed seasonal declines from the preceding month, but 
were larger both in quantity and in value than a year 
ago. Shipments of raw cotton from the United States 
to all destinations other than France and a few of the 
smaller European countries were more than double the 
small quantities of a year ago. The volume of raw silk 
and coffee imports was also substantially above January
1931, but receipts of crude rubber were 16 per cent less.

In view of the large decline in the value of this coun
try ’s foreign trade from 1930 to 1931, the accompanying 
diagram is presented to show the changes which occurred 
in the quantity of the leading commodity imports and 
exports. In 1931 the commodities shown represented 44 
per cent of the value of all imports and 46 per cent of 
all exports. Among the imports, silk and coffee, the two 
most important, and also rubber, were actually larger 
in 1931 than in the previous year by percentages rang
ing from 3 to 14 per cent. The quantities of other leading 
imports, however, were all smaller— to the extent indi

I M P O R T S
PER CENT CHANGE FROM 1930 TO 1931
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During January, building and engineering contracts 
awarded in 37 States declined more than seasonally, 
reaching a new low level since 1919, even after allow
ance is made for the decrease which has occurred in 
construction costs. The total value of January contracts, 
as reported by the F. W. Dodge Corporation, was 
63 per cent smaller than in January 1931, and as this 
decline followed substantial decreases in November and 
December, the total for the three months ended with 
January was only slightly over one-half of the contracts 
awarded a year earlier. Residential contracts awarded 
in January were only half as large as a year ago, non
residential building of the factory and commercial type 
was reduced by more than one-half, and public works 
and utility projects were reduced to a small fraction of 
the January 1931 volume, apparently reflecting the 
economy measures adopted by public governing bodies.

The building situation presented a somewhat more 
favorable aspect in the first three weeks of February, 
however. The daily average volume of contract awards 
announced during that period showed more than a sea
sonal increase over January, due to a large increase in 
public works and utility projects, and to a smaller 
advance in other non-residential work. Residential con
struction continued to lag, showing none of the usual 
substantial seasonal expansion.

January contract awards in Metropolitan New York 
and vicinity showed the same percentage decrease from 
the previous year as did the whole reporting territory. 
The falling off in the New York district was especially 
marked in the case of residential and public utility con
tracts, and was attributed in part to the retarding influ
ence of the recent announcement concerning prospec
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IRON & STEEL-MILL PRODUCTS
Quantities of Leading Commodities in Import and Export Trade of the United States, 1931 compared with 1930
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tive wage reductions in the building trades of this area. 
Of interest with respect to the situation in residen
tial building is a survey by the Tenement House Com
missioner of New York City, which indicated that 
vacancies in Manhattan apartments have increased from 
7.4 per cent in 1927 to 14.9 per cent in 1932. This 
increase in the vacancy rate, however, has been partly 
the result of a tendency for families to “ double up”  in 
apartments because of reduced incomes, which would be 
reversed by any marked increase in employment and in 
incomes generally.

C om m od ity  Prices
Although wholesale commodity prices averaged lower 

in February than in January, weekly indexes showed 
greater stability after the middle of the month. As is 
shown in the diagram below, the price of spot cotton 
advanced further and in the latter part of the month 
touched 7.15 cents a pound; this is the highest level 
since last August and compares with the low of 5.50 
cents reached in October. The price of cash wheat 
showed a high degree of stability, fluctuating between 
70 and 75 cents a bushel for the Number 1 Northern 
grade at Minneapolis, a level well above the low price 
of 56% cents reached last July. Advances for the month 
occurred also in hogs and in silver.

On the other hand, corn declined to a new low for 
many years at 32% cents a bushel, and raw silk quota
tions continued to move downward with the decline in 
Japanese exchange, reaching a new record low level at 
$1.71 a pound. Other commodities showing net declines 
during the month were steers, hides, crude rubber, raw 
sugar, copper, lead, and zinc.

Production

Steel mill activity during February showed a moderate 
downward tendency from the level reached toward the 
end of January, and output of crude petroleum contin
ued to decline. On the other hand, production of cotton 
goods averaged higher than in January, in accordance 
with the usual seasonal tendency, and bituminous coal 
production showed an unseasonal increase over the pre
vious month’s level.

CENTS PER BUSHEL

In January, the aggregate output of industry, includ
ing both manufacturing and mineral production, in
creased somewhat less than seasonally, and the index 
of the Federal Reserve Board, which is adjusted for 
seasonal variation but not for long-time growth, reached 
a level only 9 per cent above the 1921 low point. The 
increase in automobile production proved to be some
what smaller than usual, and declines occurred in pro
duction of lead, bituminous coal, and crude petroleum, 
and in slaughterings of live stock. Increases of about 
the usual seasonal proportions were shown in output of 
steel ingots, mill consumption of raw cotton, and pro
duction of shoes. Consumption of raw silk rose more 
than seasonally, the activity of wool mills showed a sub
stantial gain, and increases occurred also in the adjusted 
indexes of tobacco products and of wheat flour.

(Adjusted for seasonal variations and usual year-to-year growth)

1931 1932

Jan. Nov. Dec. Jan.

Metals
57 r 38r 34r 32r

Steel ingots r .................................................. 59 r 48r 36r 35 r
69 52 56 50
51 34 35 34

Tin  deliveries................................................. 102 49 52 49

Automobiles
Passenger cars............................................... 49 16 36 35
Motor trucks.................................................. 84 46 56 51

Fuels
Bituminous coal............................................. 77 68 65 58
Anthracite coal.............................................. 96 70 75 65

70 54 50 46
Petroleum, crude........................................... 81 82 82 76 p
Petroleum products...................................... 73 75 71

Textiles and Leather Products
Cotton consumption..................................... 71 72 70 70
Wool m ill activ ity ......................................... 62 57 55 64
Silk consumption........................................... 104 96 87 102
Leather, sole.................................................. 87 87 81p
Boots and shoes............................................. 77 73 87 p 87p

Foods and Tobacco Products
Live stock slaughtered................................. 92 93 98 93
Wheat flour.................................................... 92 95 81 84
Tobacco products.......................................... 89 84 80 85

Miscellaneous
81 59 55 59
61 46 45
52 r 30r 29 r 30

Printing activ ity ........................................... 86 76 75
Paper, newsprint........................................... 85 87 84 84
Paper, other than newsprint...................... 80 70 68p

73 74 69 p

p Preliminary r Revised 

CENTS PER BUSHEL DOLLARS PER POUND
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Indexes of Business A ctiv ity
A majority of the seasonally adjusted indexes of busi

ness activity showed declines for the month of January. 
Two of the important series— merchandise and miscel
laneous car loading’s and bank debits outside New York 
City— however, registered little change other than sea
sonal. Declines occurred in the adjusted indexes of 
department store sales, wholesale trade, car loadings of 
bulk freight, foreign trade, electric power production, 
and building contracts.

The available data for February give no indication 
of a material change in the business situation. Depart
ment store sales in New York and vicinity during the 
first half of the month showed about the same decline 
from a year previous as in January, and the freight 
movement showed less than the usual expansion.

(Adjusted for seasonal variations and usual year-to-year growth)

1931 1932

Jan. Nov. Dec. Jan.

Primary Distribution
Car loadings, merchandise and misc........ 78 66 65 65
Car loadings, other....................................... 76 60 61 55
Exports............................................................ 70 57 56 50p
Im ports........................................................... 74 75 76 68 p
Waterways traffic......................................... 73 48 47 45
Wholesale trade............................................. 89 84 91 87

Distribution to Consumer
Department store sales, 2nd D ist............. 93 89 85 82
Chain grocery sales...................................... 94 80 77 77
Other chain store sales................................ 92 82 80 88
M ail order house sales................................. 90 69 68 74
Advertising..................................................... 77 70 67 66
Gasoline consumption. ................................ 93 79 80
Passenger automobile registrations.......... 64 41 53 p

General Business Activity
73 73Bank debits, outside of New York C ity.. 88 70

Bank debits, New York C ity ..................... 73 56 68 67
Velocity of bank deposits, outside of New

90York C ity ................................................... 97 81 83
Velocity of bank deposits, New York

71 73C ity .............................................................. 83 62
Shares sold on N . Y . Stock Exchange. . . 119 94 126 96
Life insurance paid fo r................................ 91 100 103 108
Postal receipts............................................... 88 77 80 78
Electric power................................................ 86 79 78 74p
Employment in the United States........... 80 71 71 70
Business failures............................................ 116 107 114 123
Building contracts r ..................................... 63r 41r 36r 25r
New corporations formed in N . Y . State. 78 85 80 83
Real estate transfers.................................... 59 51 54

General price level*...................................... 157 144 140 138
Composite index of wages*........................ 216 206 205 203
Cost of liv ing*............................................... 158 144 142 140

p Preliminary r Revised *  1913 average=100

D ep artm en t Store Trade
The dollar volume of January sales of the reporting 

department stores in this district averaged 19 per cent 
smaller than in January 1931, a somewhat larger decline 
than had been reported in any previous month. January 
this year, however, had one less selling day than in 1931, 
and the unseasonably warm weather during most of the 
month was not conducive to the movement of winter 
merchandise. The decline in January sales was the same 
for New York City department stores as for all reporting 
stores in this district. Larger proportionate declines in 
sales were reported by Rochester, Syracuse, Bridgeport, 
Southern New York State, and Capital District stores, 
while declines somewhat less than the average were 
shown by reporting stores in Buffalo, Newark, Northern 
New York State, the Hudson River Valley District, and 
the Westchester District. The leading apparel stores

reported a decrease of about one-third in sales, as com
pared with the previous year.

Percentage 
change 

January 1932 
compared with 
January 1931

Per cent of 
accounts 

outstanding 
December 31 
collected in 

January

Locality

Net
sales

Stock 
on hand 
end of 
month 1931 1932

New Y o rk ............................................................ — 19.0 — 13.4 52.5 49.9
Buffalo................................................................. — 16.6 — 15.0
Rochester............................................................ — 25.5 — 21.7 47 ’.8 49.1
Syracuse.............................................................. — 24.5 —  9 .0 33.0 29.2

— 15.4 —  9.1 46.0 44.0
Bridgeport........................................................... — 27.3 — 17.4 41.2 36.4
Elsewhere............................................................ — 21.2 — 10.6 39.3 37.8

Northern New York State.......................... — 16.9
Southern New York S tate .......................... — 22.5
Hudson River Valley D is tric t................... — 14.9
Capital D istrict............................................. — 23.1
Westchester D is tric t.................................... — 14.6

A ll department stores.............................. — 19.0 — 12.9 48.9 46.3

Apparel stores........................................... — 32.4 — 19.9 47.7 45.4

W holesale Trade
The total January sales of the reporting wholesale 

firms were 21 per cent below a year ago, a somewhat 
larger decline than in November and December, but 
about the same decrease as in the preceding three 
months. Sales of cotton goods, men’s clothing, diamonds, 
and jewelry all showed reductions of more than 30 per 
cent from January 1931, and sales of drug firms showed 
the largest decrease ever reported to this bank, following 
an increase in December business. Yardage sales of silk 
goods reported by the Silk Association of America also 
declined considerably, following an increase in Decem
ber, and sales of stationery, hardware, and paper com
pared less favorably with a year previous than in De
cember. On the other hand, shoe and grocery sales in 
January were not as far below a year ago as in the 
previous month. Machine tool orders, reported by the 
Machine Tool Builders Association, have in each of the 
three months ended with January shown materially 
smaller decreases from the level of the previous year 
than were shown by the monthly reports during the 
greater part of the previous two years.

Commodity

Percentage 
change 

January 1932 
compared with 
December 1931

Percentage 
change 

January 1932 
compared with 
January 1931

Per cent of 
accounts 

outstanding 
December 31 

collected 
in January

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1931 1932

M en’s clothing...............
Cotton goods..................

Machine tools**............

Paper ..............................

—  2 .7  
— 12.3  
— 57.8  
+  1 .4 *  
— 23.0  
— 20.8  
— 37.3  
— 12.6
—  3.1
—  2 .4  
— 32.2  
— 62.8

+  0 .3

+ 1 2 .5  
+  2 .1 *  
+ 1 5 .1
—  5.9  
+ 1 5 .3

— 12.3
— 33.4
— 32.0
— 14.7*
— 13.8
— 28.2
— 16.0
— 11.7
— 14.6
— 26.1
— 46.6
— 34.7

— 21.4

— 15.8 
—  8 .1 *  
— 12.8 
+ 1 6 .0  
— 21.1

75.3  
33.9  
32.8
46.4  
36.1
36.4
46.7

7i * i
53.8

} 34.6

75.3  
31.8  
28.1  
55.7  
30.2  
20.0
42.4

69 * i 
46.1

} 29.2Diamonds....................... +  4 .9  
+  0 .9

— 39.5
— 30.5

Weighted average. . . — 15.8 — 21.1 49.6 47.2

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association
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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

(Summarized by the Federal Reserve Board)

I N January production of manufactures increased by about the usual seasonal 
amount, while output of minerals and value of building contracts awarded 

•ontinued to decline. Wholesale prices declined further during January and 
early February, but more recently prices of certain leading commodities 
•howed an advance.

Production and Employment
Volume of industrial production, which includes both manufactures and 

minerals, increased from December to January by an amount somewhat smaller 
than is usual at this time of year, and the Board’s seasonally adjusted index 
declined from 71 per cent of the 1923-1925 average to 70 per cent. In the 
steel industry there was a seasonal increase in activity during January, fol
lowed by a slight decline during the first three weeks of February. Production 
of automobiles, which usually increases considerably at this season, showed 
little change in January, following an increase in December. Activity at 
textile mills increased by more than the usual seasonal amount and at shoe 
factories there was a seasonal increase in production. Output of coal and 
petroleum was substantially reduced.

Volume of factory employment declined by more than the usual seasonal 
amount between the middle of December and the middle of January. Number 
employed at foundries, car-building shops, clothing factories, and establish
ments producing building materials declined substantially, while employment 
in the tobacco industry decreased less than is usual at this season, and em
ployment in the woolen goods industry increased, contrary to seasonal tendency.

Total value of building contracts awarded in 37 Eastern States, at 
reported by the F. W. Dodge Corporation, declined sharply in January, and 
for the three-month period ended in that month was about one-half of the 
amount awarded in the corresponding period a year ago. Approximately oner- 
fourth of the decrease was in residential building, and three-fourths in other 
types of construction.

Distribution
Total freight-car loadings decreased in January, contrary to seasonal 

tendency, reflecting chiefly smaller shipments of merchandise, miscellaneous 
freight, and coal. Department store sales declined by about the usual seasonal 
amount.

Wholes alb Prices

The general level of wholesale commodity prices, as measured by the 
index of the Bureau of Labor Statistics, declined 2 per cent further from 
December to January, although prices of some important commodities, such 
as wheat, showed little change and the price of cotton advanced. During early 
February prices of certain leading commodities including grains and cotton 
declined, but later in the month there was some advance in the price* of 
these commodities.

Bank Credit
Volume of Reserve Bank credit outstanding declined in January and the 

first half of February. This decrease has reflected a return flow of currency 
from circulation, which has been smaller than usual this year, together with 
a continued reduction in member bank reserve balances, offset in part by a 
demand for Reserve Bank credit caused by an outward movement of gold 
amounting to $100,000,000 since the turn of the year. A decline in money in 
circulation after the first few days in February reflected some return of 
hoarded currency, accompanying a decrease in bank failures.

At member banks in leading cities volume of credit continued to decline 
during January and the first half of February. Between January 13 and 
February 17, total loans and investments decreased by $550,000,000, repre
senting declines in loans on securities, in other loans, and in investments. 
Deposits of these banks also declined substantially during this period.

Money rates in the open market showed little change. On February 26 
the discount rate of the Federal Reserve Bank of New York was reduced 
from 3% to 3 per cent, and buying rates on bankers acceptances of short 
maturities were reduced from 2% to 2% per cent.

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
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and Minerals Combined, Adjusted for Seasonal Variation (1923-25 
average =100 per cent)

PER CENT

Index Numbers of Building Contracts Based on 
Three Month Moving Averages of F. W. 

Dodge Corporation Data for 37 Eastern 
States, Adjusted for Seasonal Variation (1923-25 average—

1927 1928 1929 1930 1931 1932 
Index Numbers of Daily Average Value of 

Department Store Sales, Unadjusted and with Adjustment for Seasonal Variation (1923-25 average =100 per cent) 
BILLIONS OF DOLLARS

Monthly Averages of Weekly Figures for Re
porting Member Banks in Leading Cities 

(Latest figures are averages of first 
three weeks of February)
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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 A pril 1 ,1 9 3 2

M on ey  M ark et in M arch

The most important new development in the banking 
situation during the past month has been a considerable 
reduction in the indebtedness at the Reserve Banks of 
member banks outside of New York. Member banks in 
many communities were forced to borrow heavily from 
the Reserve Banks last autumn, due partly to withdraw
als of currency by their depositors, and partly to a per
sistent flow of deposits to New York which continued 
in the early part of this year, so that indebtedness of 
these banks rose further in January and February to 
above $800,000,000, the highest level since 1929. Such 
a volume of indebtedness at any time exercises a restrain
ing influence on the banks, and, under present conditions 
when all banks are striving to attain a liquid position, 
it constitutes a heavy burden, and has a tendency to 
create considerable pressure toward the limitation of 
credit.

The reduction during the past month, which has 
amounted to about $180,000,000, may be attributed in 
part to the indirect effects of purchases of United States 
Government securities by the Reserve Banks, and in 
part to the return flow of currency to the banks. Federal 
Eeserve purchases of Government securities necessarily 
were conducted largely in New York, but the funds paid 
out were widely distributed through Treasury transfers 
of funds to other parts of the country to cover payments 
of loans made by the Reconstruction Finance Corpora
tion, as well as ordinary Government expenditures. 
Through this process many member banks obtained funds 
with which to reduce indebtedness. The result is in 
accordance with the usual effect of security purchases 
by the Reserve Banks; an increase in Government se
curity holdings does not ordinarily increase the total 
volume of Federal Reserve credit, but rather helps to 
reduce the dependence of the member banks and of the 
acceptance market on money borrowed from the Reserve 
Banks, and so to promote easier banking conditions.

The return flow of currency to the banks has proceeded 
at a fairly steady rate of at least $25,000,000 in most 
weeks, after allowance is made for seasonal variations in 
the demand for currency, and in the seven weeks ended 
March 26 the movement totaled around $165,000,000. 
This flow of currency into the banks, together with the 
operations of the Reconstruction Finance Corporation, 
undoubtedly has strengthened the position of many 
banks, and bank closings were reduced in March to the

smallest number in many months. In the latter part of the 
month, closings were nearly equaled in number, and were 
considerably exceeded in the amount of deposits in
volved, by reopenings of banks previously closed.

These developments have retarded, although they have 
not yet stopped, the decline in bank deposits. During the 
four weeks ended March 23, the total loans and invest
ments of weekly reporting member banks showed a 
further decline of about $200,000,000, notwithstanding 
large purchases of Government securities on March 15, 
and the net demand and time deposits of these banks 
showed an accompanying reduction of approximately 
$170,000,000. The return flow of currency, disbursements 
by the Treasury for Government expenditures, and 
Reserve Bank purchases of Government securities all 
have tended to increase bank deposits, but their influence 
has been more than counter-balanced by the reduction in 
deposits which accompanied the decline in loans and 
investments other than Government security holdings of 
the reporting banks. The March reduction in deposits,

MILLIONS OF DOLLARS

United States Government Security Holdings of Federal Reserve
Banks and Borrowings of Member Banks Outside New York City
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however, is considerably less than the reduction of nearly 
$540,000,000 in the previous month, and of $550,000,000 
in January.

M oney Rates

The influence of the various factors which tended to 
ease the position of the banks during March was reflected 
also in a moderate decline in money rates, as the follow
ing table indicates. Acceptance rates were reduced %  
per cent, yields on short term Government securities 
declined about %  per cent, and nominal quotations for 
stock exchange time money were lowered by Y2 per cent. 
Commercial paper rates were unchanged, however, and 
the rate at which call loans were placed on the Exchange 
remained at the 2%  per cent level which has prevailed 
since early January, although loans were made outside 
the Exchange at 2 and 2 %  per cent.

Money Rates at New York

M ar. 31, 1931 Feb. 29, 1932 M ar. 31, 1932

Stock Exchange call loans....................... 1 ^ -2 2M
Stock Exchange 90 day loans................. **1  % -2 **3M ~3 K **2 % -3
Prime commercial paper.......................... 2 ^ -2  3̂ 3^-3% 3 ^ -3  3̂
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans..

I K 2 X 2 y%
f3 .56 t4 .46 t4 .48

Treasury securities
Maturing June 15 (y ield).................... 1.16 1.97 1.21
Maturing September 15 (yield)......... 1.45 2.91 2.02

Federal Reserve Bank of New York re-
2 3 3

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills IVs 2U 2 M

* *  Nominal t  Average rate of leading banks at middle of month

March Treasury F inancing Operations

The March offering of $900,000,000 or thereabouts of 
Treasury certificates of indebtedness, in two series, was 
heavily oversubscribed by banks, investment houses, and 
the investing public. Subscriptions to the one year 3%  per 
cent certificates of indebtedness reached $2,451,000,000, 
of which $661,000,000 were allotted, and subscriptions 
to the seven month 3%  per cent certificates amounted 
to $953,000,000, of which $333,000,000 were allotted.

On March 15, $624,000,000 of Treasury certificates of 
indebtedness became due and payable, but since nearly 
$500,000,000 were tendered to the Reserve Banks in 
exchange for the new certificate issues, the excess of 
Treasury disbursements over receipts on March 15 was 
unusually small for the first day of a Treasury tax 
period. As a result the Treasury found it necessary to 
issue to the Reserve Banks a special one day certificate 
of indebtedness for only $53,000,000 in order to balance 
its position for that day. Most of the excess of net cash 
redemptions of maturing certificates and interest pay
ments over income tax collections on the 15th and cash 
payments for new certificate issues occurred in New 
York, and was added to the reserve accounts of the 
New York City banks. Consequently, participations 
totaling $33,500,000 in the special one day certificate 
issued to the Reserve Bank were sold to the New York 
banks to provide employment for part of the temporary 
excess of funds. The participation of the City banks 
was reduced on the succeeding day and was finally 
retired on the 17th, concurrent with reductions in the 
special certificate of indebtedness, which were effected 
through income tax collections and a withdrawal of funds 
from Government depositaries. During the month of

March income tax returns representing the first quar
terly payment on 1931 income totaled about $192,000,000, 
a reduction of approximately 42 per cent from the tax 
yield received last year.

On March 2, and again on March 30, an issue of 
$100,000,000 of ninety one day Treasury bills was floated 
to replace similar amounts of maturing Treasury bills. 
Both of these issues were largely oversubscribed at an 
average cost to the Government of 2.50 per cent on the 
March 2 issue and of 2.08 per cent on the later issue.

B ill M arket

During the first part of March, the investment demand 
for bills diminished, with the result that dealers’ port
folios increased somewhat, and offerings of bills to the 
Reserve Banks increased between March 2 and March 9. 
In the succeeding week, dealers’ sales were stimulated by 
local bank buying around March 15, as well as by 
foreign buying through the Reserve Bank, and the 
supply of bills was reduced as the banks retained newly 
created bills. Consequently dealers’ portfolios were re
duced substantially, and open market rates for bills 
maturing within 90 days were reduced Ys per cent on 
March 11, following a decline of Ys per cent in bills of 
longer than 60 day maturity on March 1.

For the balance of the month, the demand for bills 
was large relative to the amount of bills being released to 
the discount market by accepting and discounting banks, 
and dealers were unable to fill orders. A  further reduc
tion of Ys per cent in dealers’ rates for all maturities of 
bills was effected on March 22, bringing the offering rate 
for 90 day unindorsed bills to 2%  per cent, the lowest 
since the middle of last October, and on March 25 the 
buying rate of the New York Reserve Bank was lowered 
to 2Yz per cent for indorsed bills not exceeding 4 months 
maturity. Following the increase in the first reporting 
week of March, Federal Reserve holdings of purchased 
bills declined steadily and on March 30 amounted to only 
$66,000,000, the smallest volume since last August,

At the end of February, there were outstanding $919,- 
000,000 of dollar acceptances, a decline of $42,000,000 
from January and of $600,000,000 from February 1931. 
Further declines were reported in the outstanding volume 
of import and export bills, and there were also decreases 
in dollar exchange bills and in bills based on goods stored 
in or shipped between foreign countries.

Commercial Paper M arket

The dealers’ sales of commercial paper continued to be 
in limited volume during March, although distribution 
of paper became somewhat wider as the month progressed. 
The principal factor restricting the sales volume was the 
small amount of new paper being created by the type of 
concern which is able to finance through the open market. 
Investment demand continued to be concentrated on 
prime names of 3 to 4 month maturity, which were mostly 
offered and sold at 3Y2 and 3%  per cent.

Reports to this bank from dealers showed $103,000,000 
of commercial paper outstanding on February 29. This 
compares with a revised total of $108,000,000 outstanding 
at the end of January, and with $315,000,000 in Febru
ary 1931.
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Stock prices were fairly firm during the first week of 
March, and representative price averages rose several 
points to levels that slightly exceeded the January and 
February highs. After the 8th of the month, price move
ments in the stock market were predominantly down
ward, and as a result of an almost continuous decline the 
general level of prices by the close of the month had 
dropped to a slightly lower point than was reached in 
the first part of February. The railroad stocks were 
relatively the weakest group during this period, declin
ing about 26 per cent but industrial and public utility 
shares also declined about 18 per cent. Throughout 
the month the turnover of shares on the Exchange was 
of limited volume, reaching 2 million shares only one 
day and averaging about 1,400,000 shares daily.

The comparative movements of stock prices and of 
dividend payments since 1929 are shown in the accom
panying diagram. From the peak in September 1929, 
stock prices have declined approximately 75 per cent to 
the present level, whereas the decrease in the average 
dividend rate from the peak has amounted to 42 per cent. 
However, the high point of dividend payments was 
reached in March 1930, or well after the peak of stock 
prices and general business was passed, indicating a 
considerable lag in changes in dividend policies. In 
recent months, the reduction of dividend payments has 
been accelerated, while stock prices have fluctuated 
within a fairly constant range.

S e c u r i t y  M a r k e t s

PRICE INDEX

Decline in Stock Prices, Compared with Reduction in Dividend Rates 
(Standard Statistics Company weekly price index of 421 issues, and Moody’s Investors Service monthly weighted average 

dividend rate for 600 identical common stocks. Ratio 
scale used to show proportionate changes)

Following some advance in the second half of Febru
ary, bond prices continued to rise during the first ten 
days of March and reached the highest levels since early 
last December, but subsequently, as the accompanying 
diagram indicates, domestic corporate issues declined, 
while only United States Government bonds held part 
of the earlier gains. All classes of corporate bonds par
ticipated in the advance during the early part of the 
month, which averaged over 2 points. The later down
ward movement, which was most pronounced in rail
road issues, reduced representative averages somewhat

PRICE

Movements of Bond Prices (Standard Statistics Company corpora
tion bond indexes and Federal Reserve Bank of New York 

average of 11 United States Government bonds)
below the levels prevailing at the opening of the month, 
but left them some 4 points above their December lows. 
United States Government bonds were uniformly strong 
in the first part of the month, so that from the low point 
of January the average price of Liberty Loan and Treas
ury bond issues around March 10 had regained nearly 
half of the ground lost since last August. Subsequently, 
Liberty Loan issues showed some further net advance, 
reflecting principally investment demand for the tax- 
exempt First Liberty Loan S1̂ s, but the long term 
Treasury issues declined, so that the average price of 
Government bonds closed the month about %  point be
low the high level reached around March 10.

Foreign bonds listed in this market showed movements 
similar to domestic corporation issues. An advance of 
about 2 points in a representative average of 40 foreign 
bonds between the last of February and the 10th of 
March was followed by a decline of about the same pro
portions.

N ew  Financing

Aside from the United States Government financing, 
the flotation of new securities continued in small volume 
during March, though the total appears to have been 
somewhat above the February offerings. Security issues 
of public bodies again predominated and included in 
addition to a number of State and municipal flotations 
an issue of $25,000,000 of 4%  per cent Federal Inter
mediate Credit Bank debentures which were put out in 
replacement of debentures maturing on March 15. The 
entire issue was sold without recourse to the Recon
struction Finance Corporation, which had offered to take 
any of the debentures remaining unsold on March 15. 
The largest piece of financing in the State and municipal 
category was a $50,000,000 note issue of the State of New 
York. Virtually all of the rest of the month’s new offer
ings represented public utility issues, the volume of which 
was somewhat larger than in other recent months.

The following diagram indicates the decline that 
has occurred during the past two years in offerings of 
new securities by domestic corporations, States, and mu-
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MILLIONS OF DOLLARS

New Security Offerings of Domestic Corporations, States, and 
Municipalities; and Excess of United States Government 

Security Issues over Retirements (Quarterly figures; data for March 1932 preliminary)
nicipalities, due to the low level of investment demand 
for new securities which has increasingly restricted the 
types of borrowers that are able to obtain new capital 
through the security markets.

The shrinkage in corporation financing through the 
security markets has been especially severe, and the total 
of security issues other than United States Government 
securities has included during the last nine months a 
somewhat larger amount of State and municipal financ
ing than of domestic corporation issues. With the con
centration of demand on the highest grade issues, United 
States Government obligations have been absorbed in 
increasing volume, as is shown by the other line in the 
diagram, which represents the excess of sales of United 
States Treasury issues over maturities from the interest 
bearing debt. A  considerable part of the increase in 
Government issues has been necessitated by the shrink
age in ordinary Government receipts, but in recent 
months a part of the proceeds of Government issues has 
represented the financing through the Reconstruction 
Finance Corporation of business which under more nor
mal conditions would be financed through the market for 
corporation securities.

Central B an k  R a te  Changes
Nine European central banks reduced their official 

rates of discount in March, and like action was taken 
by the Bank of Japan. A  reduction was reported to 
have been made also by the Central Bank of Chile.

The Bank rate at London, which had been lowered from 
6 to 5 per cent on February 18, was reduced to 4 per 
cent on March 10 and again to per cent on March 
17. On the 3rd, the central banks of Sweden and Norway 
reduced their rates from 5 ^  to 5 per cent, this being in 
each case the fourth reduction from the high of 8 per 
cent made effective September 28, 1931. The Reichs
bank rate was lowered from 7 to 6 per cent on the 
9th, this being the fourth reduction since the high rate 
of 15 per cent was fixed on August 1 of last year. 
The Danish bank rate, which had been 6 per cent since 
last September 26, was lowered to 5 per cent on the 11th. 
The Bank of Italy, whose rate had been 7 per cent since

September 28, 1931, effected a reduction to 6 per cent 
on March 21. Other European rate reductions in March 
were effected as follows: Bank of Lithuania, from 8 ^  
to 7%  per cent on the 1st; National Bank of Rumania, 
from 8 to 7 per cent on the 4th; Austrian National 
Bank, from 8 to 7 per cent on the 18th.

The discount rate of the Bank of Japan, which had 
been the equivalent of 6.57 per cent since November 5,
1931, was reduced to a rate equal to 5.84 per cent. It 
is reported that the Central Bank of Chile lowered its 
discount rate to member banks from 6 to 5 ^  per cent, 
effective March 1.

G old  M ovem en t
During March there was a steady increase in this 

country’s gold stock, and by the close of the month the 
total was approximately $36,000,000 higher than at the 
end of February. Exports, which were composed almost 
entirely of gold which previously had been earmarked, 
ceased by the 15th of the month; these exports in the 
first half of the month totaled $43,900,000, of which 
$37,500,000 was shipped to France and $6,300,000 to 
Belgium, leaving less than $100,000 of gold shipped to 
other countries. Gold imports at New York amounted to 
$13,500,000, of which $7,000,000 came from Canada. 
$2,700,000 from Argentina, $2,500,000 from Mexico, and 
$1,000,000 from Brazil; and at San Francisco, $2,900,000 
was received from China and $700,000 from Australia. 
In addition to these imports, there was a net decrease of 
$58,300,000 in the total of gold held under earmark for 
foreign account, including both the amount released for 
export and other net releases the proceeds of which were 
employed in this market.

Foreign Exchange
The principal development of the month in the foreign 

exchange market was a rise in the sterling quotation. On 
March 2, following closely upon an announcement by the 
British Treasury that it would shortly repay part of the 
credits granted by banking syndicates in this country 
and France, the pound, which had ruled in the vicinity 
of $3.45 during February, rose from $3.48^2 on March
1 to $3.53 on the 7th, and suddenly advanced to $3.70%  
the next day. This movement, which is illustrated in 
the accompanying diagram, was followed by a recession 
to around $3.62 a few days later, but, again showing a 
rising tendency, sterling advanced 18 cents in four days’ 
trading to $3.831/4 on March 28, reacting somewhat when 
the European markets reopened after the Easter holidays.

All the other important European currencies moved 
irregularly during March; for the most part, they showed 
a tendency to weaken against the dollar at the time of 
sterling’s first sharp rise, but shared in the upward 
movement in the last week and were thereafter slightly 
easier at the close of the month. French francs moved 
erratically in a range of $0.0392 to $0.0394 during most 
of the month, the lower rate being quoted on March 24. 
French exchange then strengthened to $0.0394% on the 
28th, but receded from this high as the month closed. 
Reichsmarks varied between $0.2376 and $0.2383 until the 
28th, when they closed at $0.2385, later returning to about 
their previous level. Belgas, guilders, and Swiss francs
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at some time during the month declined to or below their 
parity; lire failed to improve materially; and the Scan
dinavians tended to move with sterling. Most of the 
other European currencies fluctuated in a fairly wide 
range in the course of the month.

No decided movement occurred in the South American 
list, the largely artificial rates being held at a constant 
level. Japanese yen went as low as $0.3113 early in the 
month, but sold between $0.32 and $0.33 most of the 
month. The silver currencies receded, chiefly in the last 
two weeks. Canadian dollars rose from $0.88% on 
March 1 to $0.90% on the 29th.

Closing Cable Rates at New York  
(In  doUars)

Exchange on
Par of 

Exchange M ar. 31, 1931 Feb. 29 , 1932 M ar. 31, 1932

A u stria ...................................... $ .14 07 $ .14 06 $ .13 96 $ .13 94
Belgium .................................... .13 90 .1391 .13 92 .13 97
D enm ark.................................. .26 80 .26 75 .1922 .20 87
E ngland.................................... 4 .8 6 6 6 4 .8 5 8 8 3 .4 8 2 5 3 .8 0 5 0
F ran ce....................................... .03 92 .03 913 .03 935 .0394
G e rm an y.................................. .23 82 .23 83 .2376 .23 80
H o lla n d .................................... .40 20 .40 08 .40 23 .40 38
Ita ly ............................................ .05 26 .05 24 .05 20 .05 18
N o rw a y .................................... .26 80 .26 75 .18 94 .20 07
Sp a in .......................................... .19 30 .10 93 .07 70 .07 54
Sw eden ...................................... .26 80 .26 77 .19 26 .20 47
Switzerland............................. .19 30 .19 24 .19 37 .1941

C a n a d a ..................................... 1 .0 0 0 0 .99 96 .88 38 .90 25
A rgen tin a................................ .96 48 .79 05 .58 65 .58 65
Brazil.......................................... .11 96 .07 45 .06 25 .06 25
U ru gu ay ................................... 1 .0 3 4 2 .71 80 .47 25 .47 50

Japan.......................................... .49 85 .49 38 .33 25 .3320
In d ia ........................................... .36 50 .36 15 .26 36 .28 88
Shan ghai.................................. .32 00 .34 38 .33 13

Business Profits
Annual earnings statements of 719 industrial and 

mercantile companies show aggregate net profits in 1931, 
after payment of fixed charges, that were 61 per cent 
smaller than in 1930, 78 per cent less than in 1929, and 
74 per cent below 1928. It appears from quarterly re
ports available for a smaller list of companies that the 
trend of industrial earnings was downward as the year 
1931 progressed, the percentage decline in profits for the 
full year being larger than that reported for the first 
half year.

Only one industrial group, the beverage concerns, re

ported slightly larger net profits in 1931 than in the 
previous year, but the tobacco group showed very little 
reduction, and profits of confectionery concerns were 
down only 7 per cent from 1930. Comparatively moder
ate reductions of 15 to 25 per cent in net profits were 
indicated for the leather and shoe, bakery, retail store, 
food products, and chemical and drug groups, and de
clines of more than 40 to 60 per cent, or less than the 
average for all companies, occurred in such groups as 
office equipment and electrical equipment, and also in 
the automobile group, including the General Motors 
Corporation but not the Ford Company. Although the 
motion picture, automobile accessory, meat packing, rail
road equipment, and realty groups suffered large reduc
tions in profits they still were able to show some net 
return for 1931. Eleven of the 33 groups of companies 
listed in the accompanying table, however, reported de
ficits of varying amounts from 1931 operations; promi
nent among these were the oil, steel, rubber, copper, coal 
and coke, and heating and plumbing companies.

Net operating income of 171 Class I railroads, that is, 
income before allowing for fixed charges, was reduced 
40 per cent from 1930 to 1931 and was 58 per cent 
smaller than in 1929. In fact, in no year since 1920 has 
the net operating income of the railroads been as low. 
Net income of a list of 76 railroads, after allowing for 
fixed charges, was reduced 78 per cent between 1930 and
1931. Telephone companies’ net operating income, on the 
other hand, was slightly in excess of 1930 and only 2 per

(Net profits in millions of dollars)

Corporation group

N o.
of

Cos. 1928 1929 1930 1931

5 18 21 22 22
17 89 95 102 101

C onfection ery.......................................... 9 21 23 22 21
Leather and sh oe ................................... 14 29 19 11 9
Bakery products..................................... 14 52 58 52 42

37 161 165 100 82
M iscellaneous food produ cts........... 34 128 154 145 111
Chem ical and drug............................... 26 109 131 110 82
Printing and publishing..................... 10 31 35 30 18
Office equipm ent.................................... 9 29 37 24 14
M ining and sm elting (excl. coal, 

coke, and copper)............................. 23 54 76 39 22
Electrical equ ipm en t........................... 23 113 148 95 47

21 408 355 162 69
11 11 10 7 3

Building supplies...................................
11 14 19 12 4
39 70 76 37 4

M otion  p icture........................................ 9 24 45 28 3
Autom obile parts and accessories 

(excl. t ire s)........................................... 46 65 75 22 2
M e a t packin g........................................... 12 42 41 34 1
Railroad equ iom ent............................. 18 • 49 67 47 1

13 18 20 14 0
41 61 76 45 —  4

S te el............................................................... 27 222 361 160 —  18
O il.................................................................... 39 262 336 151 —  44
H ousehold equ ipm en t........................ 15 15 19 4 —  2

15 59 73 16 —  8
Coal and c o k e .......................................... 15 6 12 8 —  7
H eating and plum bing....................... 9 32 37 11 —  10
Miscellaneous textiles ......................... 31 22 19 —  12 —  2
S ilk ................................................................. 12 6 4 —  3 —  1

8 28 40 —  20 —  12
5 10 8 —  1 —  5

M iscellaneous........................................... 101 284 351 230 122

Total 33 grou ps............................ 719 2,542 3,006 1,704 667

Telephone (net operating income) 104 253 278 271 272
Other public utilities (net earn-

63 332 361 343 297

T otal public utilities.................. 167 585 639 614 569

Class I. R . R . (net operating in-
171 1,194 1,275 885 531

—  D e fic it
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cent less than in 1929. Net earnings of other public 
utilities in 1931 showed the comparatively moderate 
drop of 13 per cent from 1930 and of 18 per cent from 
the 1929 level.

E m p loym en t and W ages
Factory employment in the United States increased

1 y 2 per cent from the middle of January to the middle 
of February, or only slightly less than is usual at this 
season. The seasonally adjusted index of the Federal 
Reserve Board, however, reached a level 34 per cent 
below the peak of 1929, and was the lowest in the period 
of more than thirteen years for which the index has been 
computed. Reductions, after allowance for seasonal 
changes, were shown in February in most of the impor
tant manufacturing lines, but increased employment was 
reported in the textile and shoe industries. Total wage 
payments increased by a somewhat larger amount than 
the number of workers employed, and the average 
remuneration per worker consequently advanced slightly.

In New York State, however, the number of workers 
employed in manufacturing industries did not show any 
of the usual February increase. Wage payments de
clined unseasonally, and average weekly earnings of 
those employed reached the lowest level since 1919. 
Average factory earnings have decreased from a high 
point of $30.47 a week in September 1929 to $24.02 in 
February, a reduction of 21 per cent. This decline 
reflects both a lower level of wage rates and a decrease 
in the number of working hours.

Building
The value of building and engineering contract awards 

in the 37 States covered by the F. W . Dodge Corporation 
report rose 5 per cent between January and February, 
which is about the usual seasonal increase. The increase 
reflected a more than seasonal rise in public utility pro
jects from the low level of January and about the usual 
increase in other non-residential construction, partly off
set by an unseasonal decline in residential contracts. 
Compared with February 1931, the contract value of 
February of this year showed a loss of 62 per cent; there 
were large reductions in all classes of contracts, with the 
greatest falling off in public works and residential build
ing.

The Metropolitan area of New York reported in Febru
ary a total building contract value that was only 20 per 
cent as large as a year ago, and for the first two months 
of 1932 the total was 71 per cent below the 1931 figure.

In the first three weeks of March a smaller than 
seasonal increase was reported in aggregate awards of 
building contracts. Although a considerable increase 
occurred in residential contracts, the total of building 
contracts was affected by an unseasonal decline in public 
works and utilities, and the expansion in other non
residential work was less than usual.

Production
Steel mill activity declined somewhat further in March, 

instead of showing the usual substantial upturn at this 
time of year, and production of automobiles likewise 
failed to expand seasonally. Output of cotton goods 
was lower than in February. Production of crude petro

leum, however, increased seasonally, and output of bitu
minous coal rose contrary to the usual tendency.

In February, manufacturing and mineral production 
increased slightly less than seasonally. The output of 
automobiles, lead, lumber, and crude petroleum declined 
instead of showing seasonal increases, and curtailment 
occurred also in mill consumption of raw silk and in pro
duction of wheat flour and tobacco products. Output of 
pig iron increased somewhat less than usually, while 
steel ingot production for the month as a whole 
showed about the usual seasonal gain, although output 
at the close of the month was slightly below the level 
reached toward the end of January. Output of bitu
minous coal had an unseasonal increase, however, slaught
erings of live stock declined less than usually, mill con
sumption of raw cotton rose moderately, wool mills were 
more active, and shoe production increased more than 
seasonally.

(Adjusted for seasonal variations and usual year-to-year growth)

1931 1932

Feb. D ec. Jan. Feb.

Metals
Pig iron r .................................................................... 57 r 34r 32r 31r
Steel ingots r ............................................................ 63r 36r 35 r 35r
L e a d ............................................................................... 67 56 50 45
Z in c ................................................................................. 52 35 34 35
Tin  deliveries..................... ...................................... 73 52 49 38

Automobiles
Passenger ea rs .......................................................... r)5 36 35 2 0>p
M otor tru cks ............................................................ 87 56 51 47p

Fuels
Bitum inous coal....................................................... 76 65 58 65p
Anthracite coal........................................................ 91 75 65 66p
C o k e ............................................................................... 70 50 46 46
Petroleum, crude.................................................... 81 82 76 72
Petroleum products............................................... 76 71 67

Textiles and Leather Products
Cotton consum ption ............................................ 75 70 70 74
W ool mill a c tiv ity ................................................. 75 55 64 70
Silk consum ption .................................................... 99 87 102 84
Leather, sole.............................................................. 85 81
Leather, u pp er......................................................... 82 68
Boots and shoes....................................................... 88 87 v 85p 88 p

Foods and Tobacco Products
Live stock slaughtered........................................ 96 98 93 100
W h eat flou r................................................................ 91 81 84 80
Tobacco produ cts................................................... 98 80 85 81

Miscellaneous
C e m e n t......................................................................... 76 55 59 48
Tires................................................................................ 64 45 56
L u m b er......................................................................... 50 29 30 26
Printing a c tiv ity ..................................................... 86 75
Paper, new sprint.................................................... 86 84 84
Paper, other than new sprint........................... 83 68

77 69p

p Preliminary r Revised

C om m od ity  Prices
The average price of commodities at wholesale showed 

little change in March from the level of the previous 
month, according to a new weekly index of the Bureau 
of Labor Statistics, which includes the prices of almost 
800 commodities. Since the middle of February, this 
index has fluctuated between 66.2 and 66.5 per cent of 
the 1926 average.

The prices of a number of important basic commodi
ties, however, continued to show a downward tendency in 
March. Raw silk, rubber, and raw sugar declined to new 
low levels in the history of these commodities, and lead 
was reduced to the lowest price since the 1890’s. Cash 
wheat declined about 12 cents a bushel, reaching a level
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(Ratio scale used to show proportionate changes)
only 31/2  cents above the low of last July, and wool and 
hides dropped to the lowest levels in recent years. 
Declines occurred also in cotton, steers, and bituminous 
coal. Little net change was apparent in such commodi
ties as corn, hogs, copper, zinc, tin, iron, steel, and petro
leum, although in most of these instances prices remained 
close to the lowest levels reached during the current 
decline.

The commodity price decline in the United States in 
its broad movements corresponds closely to the price 
movements in Great Britain, France, and Germany, as 
the accompanying diagram indicates. Except in Great 
Britain, where a slow downward tendency had been evi
dent since just before the stabilization of the pound in 
1925, the level of commodity prices in these countries was 
fairly steady from 1927 to 1929. From 1929 to the pres
ent time, however, a virtually uninterrupted decline has 
been shown in wholesale prices in each of the four coun
tries. The rather sudden rise in the British index last 
October is a reflection principally of higher sterling 
prices for certain imported goods, following the suspen
sion of gold payments by Great Britain; and if adjust
ment be made for the depreciation of the pound sterling 
in terms of the currencies of gold standard countries, 
British prices also would show a continued decrease.

Indexes of Business A ctiv ity
The limited data so far available for March indicate 

that the general level of business activity continued to 
show somewhat less than the usual spring expansion. 
Car loadings of merchandise and miscellaneous freight 
during the first three weeks increased less than usually, 
and department store sales in New York City and vicinity 
during the first half of the month were 22 per cent lower 
than in the corresponding period a year ago, a somewhat 
larger year-to-year decline than has been shown in pre
vious months. Easter business, however, should favor
ably affect the retail sales figures for the second half of 
the month.

In February, the distribution of goods and general 
trade activity declined moderately after adjustment for 
seasonal changes, according to this bank’s indexes. None 
of the usual expansion took place in car loadings of

merchandise and miscellaneous freight and in sales of 
chain grocery stores, while less than the average in
crease occurred in other chain store sales and in mer
chandise imports. Moreover, bank debits outside New 
York City declined more than seasonally, and the ad
justed indexes of wholesale trade, postal receipts, and life 
insurance sales also were lower than in January. On the 
other hand, car loadings of bulk freight and exports of 
merchandise increased moderately, department store 
trade in the country as a whole was little changed after 
seasonal adjustment, and business failures diminished 
somewhat.

(Adjusted for seasonal variations and usual year-to-year growth)

1931 1932

Feb. D ec. Jan. Feb.

Primary Distribution
Car loadings, merchandise and m isc.......... 78 65 65 62
Car loadings, o th e r ................................................ 75 61 55 58

73 56 51 56p
76 76 67 63p

W aterw ays traffic ................................................... 66 47 45 43
W holesale tra d e ....................................................... 90 91 87 80

Distribution to Consumer
Departm ent store sales, 2nd D ist ................ 97 85 82 80
Chain grocery sa les............................................... 95 77 77 73
Other chain store sa les....................................... 92 80 88 84
M ail order house sa le s ........................................ 93 68 74 7Qp
A dvertising................................................................. 80 67 66 66
Gasoline consum ption.......................................... 87 80 82
Passenger autom obile registrations............. 65 52 44 p

General Business Activity
B ank debits, outside of N ew  Y ork  C ity .. 82 73 73 66
B ank debits, N ew  Y ork  C ity .......................... 75 68 67 62
Velocity of bank deposits, outside of New

Y o rk  C i t y .............................................................. 91 83 90 81
Velocity of bank deposits, N ew  Y ork  C ity 87 71 73 70
Shares sold on N . Y . Stock E xchan ge. . . 190 126 96 82
Life insurance paid fo r ....................................... 92 103 108 92

86 80 78 73
Electric p ow er.......................................................... 85 78 74 p
Em ploym ent in the United S ta te s .............. 80 71 70 69
Business failures..................................................... 115 114 123 114
Building contracts r ............................................. 70r 36r 25r 26r
New  corporations formed in N . Y .  State. 85 80 83 82
Real estate transfers............................................ 61 54

General price level*............................................... 157 140 138 136
C om posite index of w a g e s*.............................. 218 205 203 201
C ost of liv in g * . . . . , ............................................ 152 142 140 137

p Preliminary r Revised *1913 average^ 100

Foreign T rade

The total value of this country’s foreign merchandise 
trade remained substantially the same in February as in 
the previous month. Exports, amounting to $155,000,000, 
showed a slight increase over the January total, contrary 
to the general tendency for exports to decline between 
these two months. Imports, on the other hand, valued 
at $131,000,000, showed a small loss from the previous 
month, in contrast with a usual seasonal increase. Exports 
were 31 per cent less than a year ago and imports were 
25 per cent less, but both of these declines were slightly 
less than have been shown in other recent months.

The value of February exports of crude foodstuffs was
16 per cent larger than a year ago, due chiefly to the fact 
that the leading grain shipments were 70 per cent in 
excess of the small quantity exported in February 1931. 
Shipments abroad of crude materials, mainly raw cotton, 
showed a 10 per cent increase in value over a year ago, as 
a large increase in the quantity shipped more than offset 
the continued price decline. All other leading export 
groups, however, again showed decreases in value, with

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

April 1, 1932



32 MONTHLY REVIEW, APRIL 1, 1932

the largest decline— 51 per cent— occurring in finished 
manufactures.

Compared with a year ago, all of the major import 
groups again showed decreases in value, ranging from 
15 per cent in imports of manufactured foodstuffs to 
34 per cent in crude materials. Quantity receipts of 
raw silk increased 12 per cent over those of February
1931, but imports of crude rubber and coffee were in 
considerably smaller volume.

D epartm en t Store T rad e
February sales of the reporting department stores in 

this district averaged 16 per cent below a year ago in 
dollar value, although there was one more selling day 
this year. As in January, unseasonably warm weather 
restricted the buying of winter merchandise. Sales of 
New York City, Rochester, Syracuse, Southern New 
York State, and Capital District stores showed declines 
somewhat larger than the average for the district as 
a whole, but nevertheless somewhat smaller than the 
declines reported for January. Department store sales 
in Newark also declined less from a year ago than 
in January, and sales in Buffalo, Bridgeport, and 
Northern New York State showed the smallest declines 
in several months. The leading apparel stores reported 
a 21 per cent decline from the previous year, a smaller 
decrease than in January, but larger than in other recent 
months.

Reports from department stores in the Metropolitan 
area of New York covering business in the first 14 days 
in March showed a decrease of 22 per cent from the cor
responding period of March a year ago. The effects of 
Easter buying, however, will appear in the figures for 
the latter half of the month.

Department store stocks of merchandise on hand at 
the end of February, valued at retail prices, were 14 per 
cent below a year ago. Collections in February contin
ued to be a little slower than a year ago.

Locality

Percentage change from  
a year ago

Per cent of 
accounts 

outstanding  
January 30  
collected in 

February
N et

Feb.

sales

Jan. 
and Feb.

Stock 
on hand 

end of 
m onth 1931 1932

N ew  Y o r k .................................................. — 1 6 .7 — 1 7 .9 — 1 4 .9 4 2 .6 4 0 .8
B u ffa lo .......................................................... — 1 0 .1 — 1 3 .5 — 1 4 .3 4 3 .2 4 2 .0
Rochester.................................................... — 1 8 .3 — 2 2 .2 — 1 2 .0 3 8 .6 4 1 .9
Syracuse....................................................... — 2 1 .5 — 2 2 .9 — 1 1 .8 2 7 .2 2 6 .6
N ew ark......................................................... — 1 1 .6 — 1 3 .5 —  9 .7 3 9 .7 3 7 .8
B ridgeport.................................................. — 1 0 .2 — 2 1 .7 — 1 7 .0 3 4 .6 3 1 .9
Elsewhere.................................................... — 1 6 .9 — 1 9 .1 — 1 2 .5 2 9 .8 2 7 .8

Northern New  Y ork  S ta te . . . . —  4 .3
Southern New  Y ork  S tate .......... — 1 8 .7
Hudson River Valley D istr ic t .. — 1 3 .0
Capital D istrict................................. — 1 9 .6
W estchester D istr ict ...................... — 1 6 .3

A ll departm ent sto res.............. — 1 5 .7 — 1 7 .4 — 1 3 .9 4 0 .3 3 8 .5

Apparel stores................................ — 2 0 .9 — 2 7 .4 — 1 9 .3 4 0 .6 3 8 .5

W holesale Trade
Wholesale firms in this district reported February 

sales 20 per cent below a year ago, or slightly less than 
the January decrease. Sales of groceries and shoes 
showed the smallest decreases from a year previous since
1930, and drug, cotton goods, and men’s clothing firms

all reported smaller declines than in the previous month. 
On the other hand, decreases in hardware, paper, and 
jewelry sales were about the same as in January, and 
the reduction in stationery and diamond sales was 
larger. Yardage sales of silk goods, reported by the Silk 
Association of America, were further below the level of 
a year previous than at any time since June 1930, and 
the volume of machine tool orders, as reported by the 
National Machine Tool Builders Association, was less 
than half as large as a year ago, following comparatively 
small declines in the three preceding months.

Stocks of merchandise on hand at the end of February 
continued below the level of a year previous in all lines 
except drugs, which showed an increase for the fourth 
consecutive month. The February ratio of collections to 
accounts outstanding was practically the same this year 
as last.

C om m odity

Percentage 
change 

February 1932  
compared with  
January 1932

Percentage 
change 

February 1932  
compared with  
February 1931

Per cent of 
accounts 

outstanding  
January 30  

collected 
in February

N et
sales

Stock  
end of 
month

N et
sales

Stock  
end of 
month 1931 1932

Groceries............................ —  9 .4  
+ 9 3 .6  
+ 3 7 .9  

— 1 3 .1 *  
+ 2 4 .2

—  4 .2
—  7 .1  
— 3 6 .4  
— 2 0 .1
—  8 .1  
— 1 7 .7  
+  1 4 .8

—  1 .4 —  9 .6  
— 2 2 .4  
— 1 5 .3  
— 1 9 .2 *
—  6 .8  
— 2 0 .0  
— 1 8 .2  
— 5 5 .1  
— 2 1 .5  
— 2 7 .9  
— 5 8 .5  
— 3 5 .8

— 2 0 .2 7 0 .8
3 8 .9  
3 1 .1
4 1 .8
3 4 .0
2 5 .0  
3 7 .5

6 9 ’.5
5 4 .8

| 1 7 .7

7 2 .8
3 9 .6
2 8 .9
5 0 .7
3 0 .7
2 0 .5  
3 5 .0

6 6 .6  
5 2 .3

| 1 6 .4

M e n ’s clothing..................
Cotton good s...................... +  5 .4  

+  3 .7 *  
—  4 .5  
+  8 .1  
+  1 2 .2

— 1 4 .2  
—  2 .6 *  
— 1 7 .3  
+ 1 9 .4  
— 1 0 .6

Silk g o o d s............................
Sh oes.......................................

H ardw are.............................
M achine to o ls** ...............
S tationery.............................
Paper.......................................
D iam on d s.............................
Jew elry..................................

+  2 .7
+  3 .8

— 3 3 .9
— 3 1 .4

W eighted average. . . +  1 5 .4 — 1 9 .6 4 6 .2 4.6. 5

* Q uantity not value. Reported by Silk Association of Am erica  
* *  Reported by the National M achine Tool Builders Association

Chain Store Trade

Total February sales of the reporting chain store 
systems in this district were 3 per cent less than a year 
ago, the smallest decline since October. Variety chains 
increased their sales for the first time since May 1930, 
and candy systems continued the series of increases in 
sales which began last October. Furthermore, ten cent, 
grocery, and drug chains showed smaller declines than 
in January. Business of the shoe chains, however, again 
showed a large reduction.

After allowing for the number of stores operated, all 
lines except variety systems continued to show declines 
from a year ago in sales per store.

Percentage change February .1932 
compared with February 1931

T ype of store N um ber
of

stores
T  otal 
sales

Sales
per

store

G rocery ..................................................... +  1 .9 —  6 .3 —  8 .0
Ten cent.................................................... +  2 .0 —  2 .7 —  4 .6
D r u g ............................................................ +  0 .9 —  0 .3 —  1 .2
S h o e ............................................................. —  0 .6 — 2 3 .2 — 2 2 .8

+  3 .4 +  3 .7 +  0 .3
C an d v ......................................................... + 2 5 .0 +  6 .2 — 1 5 .1

T o ta l................................................. +  2 .3 —  2 .7 —  4 .9
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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

(Summarized by the Federal Eeserve Board)

V OLUME of industrial production and factory employment increased from 
January to February by an amount smaller than is usual at this season. 

Improvement in the basking situation during February and the first three 
weeks of March was reflected in a decline in bank suspensions and a return 
flow of currency from the public to the banks.

Production and Employment

Output of industrial products increased less than seasonally in February 
and the Board’s index, which makes allowance for the usual seasonal varia
tions, declined from 71 per cent of the 1923-1925 average to 70 per cent. 
Activity in the steel industry during February and the first three weeks of 
March showed little change from the January rate, although ordinarily sub
stantial increases are reported at this time of year. Automobile production 
continued in small volume, showing none of the usual seasonal expansion, and 
the number of cars produced in the three-month period ended in February was 
about 35 per cent less than in the corresponding period a year ago. In the 
lumber industry, output declined further, contrary to seasonal tendency. 
Activity at cotton mills and shoe factories increased by more than the seasonal 
amount and was at about the same level as in the corresponding month last year.

Volume of employment at factories increased in February by somewhat 
less than the usual seasonal amount. In the iron and steel, automobile, and 
machinery industries the number employed showed an increase smaller than is 
usual in this month, and at lumber mills a continued decline in employment 
was reported. At establishments producing fabrics, wearing apparel, and shoes, 
volume of employment increased by more than the seasonal amount.

Daily average value of total building contracts awarded, as reported by the 
1’. W. Dodge Corporation, showed little change in February and the first half 
of March, and for the period between the first of January and the middle of 
March the value of contracts was 65 per cent less than a year ago, reflecting 
continued declines in residential building as well as in other types of con
struction; part of the decrease in the value of awards reflects reductions in 
building costs.

D is t r ib u t io n

Carloadings of merchandise and of miscellaneous freight showed none of 
the usual seasonal increase in February, while sales at department stores 
remained unchanged, as is usual at this season.

W h o l e s a l e  P r ic e s

Wholesale commodity prices, as measured by the index of the Bureau of 
Labor Statistics, declined further from 67 per cent of the 1926 average for 
January to 66 per cent for February. Between the first week of February and 
the third week of March, there were increases in the prices of cotton, live stock, 
and meats, while prices of grains, nonferrous metals, and imported raw mate
rials including silk, sugar, and rubber declined considerably.

B a n k  Cr e d it

In the banking situation the important developments in February and the 
first half of March, were a considerable reduction in the number of bank sus
pensions and a return flow of currency from the public to the banks. The 
country’s stock of monetary gold declined in February but increased somewhat 
in the first half of March. Member bank reserve balances, after decreasing 
almost continuously since last summer, showed a slight increase for the first 
two weeks in March. Purchases of United States Government obligations by 
the Federal Eeserve Banks beginning in March were accompanied by a con
siderable decline in member bank indebtedness to the Eeserve Banks.

Loans and investments of member banks in leading cities continued to 
decline until the middle of March when there was a substantial increase, owing 
largely to the banks’ purchases of United States Government securities, issued 
on March 15. Demand and time deposits of these banks decreased further 
during February but showed little change in the first half of March.

Open market rates on acceptances and commercial paper declined during 
February and the first half of March. During this period yields on Treasury 
and other high grade bonds decreased to the lowest point since early December, 
but after the middle of the month yields on high gTade corporate bonds 
increased somewhat.
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Index Numbers of Factory Employment and 
Payrolls. Without Adjustment for Seasonal 
Variation (1923-25 average —: 100 per cent)

Wholesale Price Index of United States Bureau of Labor Statistics (1926 average 100 per cent)
MILLIONS or DOLLARS

Reserve Bank Credit (Monthly averages of 
daily figures for 12 Federal Reserve 

Banks; latest figures are averages of first 22 days of March)

Money Rates in the New York Market (March 
rates are averages for the first 22 days)
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Federal Reserve A gent Federal Reserve Bank, New York M ay 1 ,1 9 3 2

M on ey  M ark et in April
During April there was further continued easing of 

the banking situation. The principal influence in this 
direction was an increase in the rate of purchases of 
Government securities by the Federal Reserve Banks. 
From the beginning of March through the first week of 
April purchases were made at the rate of $25,000,000 
per week but in the last three weeks of April the rate 
was increased to about $100,000,000 per week. These 
purchases resulted in the first material increase in sev
eral months in the total volume of Federal Reserve 
credit outstanding. In addition, there was a further 
return flow of currency from circulation, so that the 
combined gain of funds by member banks from these two 
sources during the past two months is now well over 
$600,000,000.

The following table summarizes the principal receipts 
of additional funds by member banks during the past 
two months and the disposition of these funds.

(In millions of dollars)
Feb. 24 to

F u n d s  R e c e iv e d  B y  M e m b e r  B a n k s  T h r o u g h  : April 27
Federal Reserve purchases of U. S. securities.............. 450
Return of currency from circulation.............................  194
Net increase in gold stock............................................... 18

Total .................................................................... 662

D i s p o s i t i o n  o f  F u n d s :
Repayment of indebtedness at Federal Reserve Banks 303 
Reduction in Federal Reserve bill holdings and other

Federal Reserve credit................................................  95
Transfer of funds to Federal Reserve Banks by for

eign central banks, etc................................................  28
Increase in member bank reserve balances...................  236

Total ....................................................................  662

As this table indicates, the indebtedness of member 
banks at the Reserve Banks has been reduced by more 
than $300,000,000 during the past two months. This 
reduction in indebtedness, together with a decline of 
nearly $100,000,000 in other forms of Federal Reserve 
credit, due principally to maturities from the accept
ance holdings of the Reserve Banks, has absorbed some
what more than half of the funds received by member 
banks, but there was an increase of $236,000,000 in their 
reserve balances.

Thus, the position of member banks as a whole has 
been changed within the past two months from one of

heavy indebtedness, in which they ŵ ere endeavoring to 
relieve their situation through credit liquidation, to a 
position in which many banks throughout the country 
have been able to retire, or greatly reduce, their indebt
edness, and a considerable number of banks have surplus 
funds with which they can increase the amount of their 
credit employed in investments or extended directly to 
their customers. This change in the situation of member 
banks is similar to the change in the banking situation 
which occurred following crises on several occasions 
previous to the creation of the Federal Reserve System. 
At such times there was a tendency for funds to flow 
back into New York after a crisis, so that surplus *V'Lds 
accumulated in New York, and within a comparatively 
short time found their way to work in an expansion of 
credit. The business recoveries of 1915-16, 1908-09, 
1904-05, 1896-97, 1893-95, and 1885-87, all were preceded 
by such a concentration of excess funds in New York.

A  similar accumulation of funds does not readily 
occur under present conditions, due to the fact that 
since the war-time expansion the commercial banking 
system has been continuously dependent upon the Fed
eral Reserve Banks for varying amounts of Federal 
Reserve credit. Any return flow of currency to the 
banks, and any release of member banks’ reserves 
through credit liquidation, tends to be absorbed by the 
repayment of Federal Reserve credit. Consequently, 
positive action of the Reserve Banks, through open mar-

BILLIONS OF DOLLARS BILLIONS OF DOLLARS

Net Demand and Time Deposits of Weekly Reporting Banks in 
New York City and in Other Leading Cities
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ket purchases of Government securities, has been neces
sary before excess reserves could be created.

Among the immediate effects of the recent change in 
the banking situation have been a considerable recovery 
in prices of Government bonds, and a rapid decline in 
yields obtainable from the shortest and most liquid 
means of employment for funds— bankers acceptances 
and short term Government securities. The decline in 
yields obtainable from these investments and the increase 
in the reserves of many banks, whereby they are now 
able, without impairment of their liquidity, to employ 
funds for longer periods, have been followed by indica
tions of a tendency to invest in high grade bonds, and 
in some cases to increase loans to customers. Conse
quently, following a diminished rate of decline in mem
ber bank credit during March, there was some evidence 
by the end of April of a tendency toward expansion.

This is reflected in the foregoing diagram, which 
shows the total net demand and time deposits of weekly 
reporting banks in New York City and elsewhere. As 
this indicates, the deposits of the New York banks, after 
declining at an extraordinary rate during the last quar
ter of 1931 and the first two months of the current year, 
showed somewhat greater stability in March and have 
turned upward recently to the highest level since Janu
ary. This upturn in deposits reflects in part the direct 
effect of Reserve Bank security purchases and of rede
posits of currency in the banks, but near the close of the 
period it reflected also, in part, the expansion of bank 
credit.

The easing of the credit situation has not been lim
ited to New York. Although the bulk of Reserve Bank 
purchases of Government securities have been made in 
New York, the proceeds have been widely distributed. 
As in March, the distribution of funds during April 
occurred mainly through Treasury operations, including 
the disbursements made by the Reconstruction Finance 
Corporation. The greater part of the reduction in mem
ber bank borrowings at the Reserve Banks has occurred 
outside of New York, and the decline in the deposits of 
reporting member banks in cities other than New York 
appears to have been checked during the past few weeks, 
as the second part of the diagram indicates.

M oney Rates

Changes in the more important open market money 
rates during the past month have been substantial, due 
to the accumulation of funds m } New York and the lim-

Money Rates at New York

Apr. 30, 1931 M ar. 31, 1932 Apr. 29, 1932

Stock Exchange call loans........... ............ iy2 
*l% -2  24-2 y2 

14 
f3 .5 4

1.30
1.30

2

IN

2H*2%-3
3X-3X2y8
f4 .4 8

2.02
2.56

3

2 ^

23̂
*2

34-3Xy8
+4.38

.53

.96

3

2%

Stock Exchange 90 day loans.................
Prime commercial paper........... ..............
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans.. 
Treasury securities

Maturing September 15 (y ield).........
Maturing December 15 (yield)...........

Federal Reserve Bank of New York re-

Federal Reserve Bank of New York  
buying rate for 90 day indorsed bills.

*  Nominal t  Average rate of leading banks at middle of month

ited supply of paper of the types that are most in 
demand. As the accompanying table shows, the offering 
rates for bankers bills and yields on Government securi
ties maturing within six months have declined from above
2 per cent to less than 1 per cent. Smaller declines have 
occurred in the quotations for Stock Exchange time 
money, which are largely nominal, and also in com
mercial paper rates.

B ill M arket

Throughout the month of April, the investment de
mand for bills was greatly in excess of the amount of 
bills that the dealers were able to secure from discount
ing and accepting banks. This sustained strong demand 
for acceptances, which the dealers were unable to satisfy 
even by reducing their rates to a very low level, reflected 
the plentiful supply of funds in the market arising 
largely from the purchases of Government securities 
made by the Federal Reserve Banks. Under these condi
tions no bills were offered to the Reserve Banks, whose 
total portfolio of purchased bills declined to $46,000,000 
on April 27, including foreign currency bills acquired in 
other countries. At the same time Federal Reserve hold
ings of bills for foreign central banks declined about 
$40,000,000, due in part to inability to obtain bills in 
which to reinvest the proceeds of maturing bills.

The rapid reduction in open market rates, taken in 
four steps of ^4 per cent each and one of %  per cent, 
extending from April 1 to April 21, resulted in the 
establishment of offering rates of %  per cent for bills 
maturing within 90 days, of 1 per cent for 4 month bills, 
and 1^4 per cent for 5 and 6 month maturities. These 
rates are the same as prevailed between May and Sep
tember of 1931. The following diagram indicates that 
the decline in bill rates since the sharp advance of last 
October has accompanied an increase in the proportion 
of outstanding bills held by the accepting institutions 
from about 20 per cent at the end of October to* 40 per 
cent in March of this year, with an even larger propor
tion indicated for April, in view of the very limited 
amounts of bills that the dealers were able to secure from 
the banks.

PER CENT

Proportion of Outstanding Bills Held by Accepting Institutions, and 
Movement of Open Market Offering Rate for 90 Day Bills
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The volume of dollar acceptances outstanding showed 
the comparatively small reduction of $8,000,000 during 
March, according to the American Acceptance Council 
figures, which gave a total for March 31 of $911,000,000. 
Import and dollar exchange bills and those drawn under 
domestic warehouse credits declined from February to 
March by an amount that was only partly offset by in
creases in bills arising from exports, domestic shipments, 
and the storage of goods in or shipment between foreign 
countries.

Commercial Paper Market

During April, some broadening of the market for com
mercial paper occurred throughout the country. Invest
ment demand was reported by the dealers as coming 
from many banks, including to a limited extent the 
New York City institutions, whose inquiry was in part 
for their own account and in part for out-of-town cor
respondents. The paper dealers, as a consequence, were 
in the position of being able to sell more of the better 
grade of short paper, on which the demand concentrated, 
than they were able to obtain, because of the dearth of 
new drawings by the kind of industrial and commercial 
concerns able to finance themselves through the open 
market. Rates for prime paper therefore showed a down
ward tendency, the prevailing range becoming 314-3%  
per cent on April 15, as compared with the 3% -3%  
range which had prevailed since the latter part of Feb
ruary. Some variations from this range were reported, 
including quotations of 3 per cent for 90 day paper of 
especially choice names, and 3%  per cent for paper of 
borrowers with less high ratings.

The volume of commercial paper outstanding through 
reporting dealers at the end of March amounted to 
$106,000,000. Although this, amount is 66 per cent less 
than the total of March a year ago, it represents an in
crease of 3 per cent during the month, the first increase 
in nearly two years.

Security M arkets
The most consistent movement in the bond market 

during April was in the United States Government divi
sion, which showed the greatest response to the influence 
of declining short term money rates, although other high 
grade bonds also turned moderately firmer after some 
weakness in the first part of the month. Prices of Govern
ment’s advanced continuously and, on several occasions, 
quite rapidly during the first three weeks of the month, 
and thereafter prices showed little net change. Long term 
Treasury bond issues showed an average net advance of 
nearly 4 points for the month, and Liberty bond issues, 
which have nearby optional call dates, rose more than 
1%  points, The sharp advance in the average price of 
Liberty Loan and Treasury bonds is shown in the ac
companying diagram which indicates that, as a result of 
this movement and of the general upward tendency since 
January, United States Government bonds have recov
ered 70 per cent of the decline that occurred between 
last August and January of this year.

Domestic corporation bonds, after declining 3 to 6 
points between the end of March and April 13, recovered

PRICE AVERAGE

Average Price of Outstanding Liberty Loan and Treasury Bond Issues

about half of this loss within the next week. Thereafter, 
high grade issues fluctuated irregularly but lower grade 
issues showed renewed weakness. Foreign dollar bonds 
quoted in this market declined about 3*4 points during 
the first half of the month, and showed little net recov
ery by the close of the month.

The continuance in April of the decline in stock prices 
which began in March carried average prices below the 
comparatively narrow range which had prevailed since 
December to a new low level since about 1915. The de
cline occurred chiefly in the first half of April and was 
practically uninterrupted during this period. In the 
second half of the month, the general level of prices 
declined only slightly further, as the relative steadiness 
of most railroad and public utility stocks somewhat off
set a continued decline in industrial stock prices. Trad
ing on the Stock Exchange during April was in about 
the same small volume as in other recent months.

In the market for bank stocks also, further substantial 
declines occurred during the first half of April. The 
Standard Statistics index of the share prices of 20 lead
ing New York City institutions, however, remained some
what above the mid-December low, and in the closing 
weeks of April advanced slightly.

N ew  Financing

The volume of new security issues in April was about 
the same as in March. Much of the new financing con
tinued to be of a public nature, not including the issues 
sold by the United States Government. The largest item 
was the allotment by the State of New York to a number 
of banks of $75,000,000 of one year 2%  per cent notes, 
following the sale of $50,000,000 under a similar ar
rangement at the close of March. The month’s offerings 
also included $25,000,000 of Federal Intermediate Credit 
Bank short term debentures, which were entirely ab
sorbed without recourse to the Reconstruction Finance 
Corporation, and $24,000,000 of serial bonds of the 
Boston Metropolitan District maturing from 1933 to 
1966 and priced to yield 4.25 to 5 per cent. The volume
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of corporate financing, which was smaller than in March, 
included principally $30,000,000 of short term notes, 
yielding 4.75 to 5.44 per cent, issued by the Edison 
Electric Illuminating Company of Boston.

United States Government financing consummated 
during April included the sale of three issues of 91 day 
Treasury bills, totaling $203,000,000. As the two Treas
ury bill maturities of the period aggregated only 
$101,000,000, the Treasury thus raised $102,000,000 of 
new funds through this medium. Reflecting the ease 
that developed in the money market, the first April issue 
was sold at an average rate of 1.05 per cent and the 
later issues at an average rate of about %  of one per 
cent. As recently as March 30, a Treasury bill issue was 
sold at over 2 per cent.

In addition to the bill issues, the Treasury on April 25 
offered for subscription $225,000,000 of 3 per cent two 
year Treasury notes of Series A-1934 and $225,000,000 
of 2 per cent one year certificates of indebtedness of 
Series B-1933, both issues to be dated May 2. Invest
ment demand for these issues was very large and they 
were oversubscribed nearly ten times, although the sub
scription books remained open only one day. These 
issues constituted a part of the Treasury’s financial pro
gram projected in January, which includes provision for 
funds required by the Reconstruction Finance Corpora
tion as well as for ordinary Government expenditures.

G old M ovem en t

Following an increase of $36,000,000 in March, the 
monetary gold stock of the United States was reduced 
about $26,000,000 in April. As the accompanying dia
gram indicates, the monetary gold stock has in recent 
months been at an average level about $75,000,000 above 
the figure reached at the end of the outflow of last 
autumn, and is higher than during most of 1929, when 
it supported a much larger credit structure than at 
present.

The April exports, which totaled $49,500,000, con
sisted chiefly of shipments of $24,500,000 to France and 
of $22,000,000 to Holland; the latter included gold re-

BILLIONS OF DOLLARS

Monetary Gold Stock of the United States (April figure preliminary)

leased from earmark, as well as gold shipped on ex
change transactions. Imports totaled $15,000,000, of 
which $7,000,000 came from Canada, $1,000,000 from 
Uruguay, $1,000,000 from Peru, and $600,000 from 
Mexico through the Port of New York; in addition, 
through the Dallas District $1,000,000 was imported 
from Mexico, and through San Francisco $2,000,000 was 
received from China, $1,300,000 from Japan, and 
$970,000 from Australia. The gold released from ear
mark for export and to cover payments in this country 
was in part offset by some new earmarkings, but the 
total amount of gold held under earmark for foreign 
account was reduced during the month by $4,000,000.

Foreign Exchange
The major foreign exchanges were strong in the two 

middle weeks of April, when belgas, guilders, and French 
and Swiss francs were quoted on several days above their 
estimated gold export points from this country, but sub
sequently eased moderately. French francs maintained a 
premium throughout the month, but after a rise which 
carried them to $0.0395 on the 7th and 8th, declined to 
$0.0393% by the close of the month. Belgas gained 
steadily during the first two weeks and reached $0.1403 
on April 12, and, though continuing strong, they did not 
again touch this level. Guilders rose rapidly from 
$0.4040 at the end of March to $0.4053 on April 7, and 
except for a temporary recession in the third week, held 
close to the export point. Swiss francs reached $0.1949% 
on April 11, but failed to maintain this level, closing the 
month lower than at the beginning. Sterling recovered 
to its end-of-March level at $3.81 on the 6th, but in the 
next two weeks quotations moved irregularly lower, and 
in the last week of the month the pound was quoted as 
low as $3.64^. Reichsmarks were quoted in a range of 
$0.2372 to $0.2379, with little net change for the month. 
Lire declined steadily in the first part of the month, and 
then steadied. The Scandinavians, moving largely with 
sterling, closed the month with a net loss.

In the South American list, Argentine pesos were 
quoted at the official rate of $0.5865. Milreis showed a 
stronger tendency and sold at $0.0685 on the 29th com
pared with $0.0625 on April 1.

Closing Cable Rates at New York  
( In  dollars)

Exchange on
Par of 

Exchange Apr. 30, 1931 M ar. 31, 1932 Apr. 29, 1932

$ .1407 $ .1406 $ .1394 $ .1396
.1390 .1391 .1398 .1401
.2680 .2678 .2090 .2010

4.8666 4.8644 3.8100 3.6575
.0392 .03909 .0394 .03939
.2382 .2382 .2381 .2380

Holland.............................. .4020 .4022 .4040 .4053
.0526 .0524 .0518 .0516
.2680 .2678 .2015 .1856
.1930 .1058 .0755 .0786
.2680 .2681 .2045 .1840
.1930 .1927 .1940 .1942

1.0000 .9997 .9025 .8950
.9648 .7273 .5865 .5865
.1196 .0710 .0625 .0685

1.0342 .6600 .4750 .4800

.4985 .4940 .3305 .3238

.3650 .3620 .2888 .2745
.3125 .3313 .3075
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Japanese yen moved irregularly at somewhat above 
$0.33 until April 21 after which they fluctuated between 
$0.3225 and $0.3260. The silver currencies receded in 
the last week. Canadian dollars were fairly steady, but 
the discount tended to widen in the last half of the 
month.

Central B an k R ate  Changes
Following two reductions in March, the discount rate 

of the Bank of England was lowered another half per 
cent on April 21 to 3 per cent. The Reichsbank rate 
was twice reduced in April, from 6 to 5 y 2 per cent on 
the 9th and to 5 per cent on the 28th. On the 19th the 
Netherlands Bank rate was lowered to 2%  per cent from 
the 3 per cent rate which had ruled since September 29,
1931. Other central bank rate reductions in April were 
reported as follows: Bank of Portugal, from 7 to 6%  
per cent on the 4th; National Bank of Czechoslovakia, 
from 6 to 5 per cent on the 12th; National Bank of 
Hungary, from 7 to 6 per cent on the 18th; Bank of 
Finland, from 7 to 6% per cent on the 20th; and the 
Imperial Bank of India, from 6 to 5 per cent on the 28th.

Building
During March, the value of building contracts awarded 

in 37 States was about 26 per cent larger than in Febru
ary, but the total was 70 per cent smaller than in March 
a year ago, according to the F. W . Dodge Corporation 
figures. Residential building rose seasonally between 
February and March, and non-residential building work 
of the industrial and commercial type showed most of 
the usual expansion, but public works and utilities 
projects declined whereas they usually show a substan
tial seasonal increase in March; consequently, this bank’s 
index of total awards of building and engineering con
tracts declined to a new low level.

The accompanying diagram shows the reduction that 
occurred in the value of building contracts during the 
first three months of 1932. The total for the quarter 
ended with March was only 34 per cent as large as the 
figure for the corresponding period a year ago, and was 
only 26 per cent of the 1930 first quarter total and 21 
per cent of the average for the first quarter of 1928 and
1929. The heaviest decline between the first quarter of
1931 and 1932 was in the public works and public utility 
categories, which in 1931 and 1930 had been maintained 
in larger volume than in the preceding two years. A  de
cline of 75 per cent in public works was the result prin
cipally of a large curtailment of highway construction, 
but there were also substantial decreases in other con
tracts for public works which reflected the efforts of 
public bodies to reduce budget expenditures. Public 
utility contracts were 74 per cent less than in 1931, with 
the largest curtailment in railroad construction. Resi
dential contracts were reduced 63 per cent, the largest 
decrease occurring in apartment house construction, and 
other non-residential contracts underwent a decrease of 
56 per cent. While part of the reduction in the value of 
building projects has been due to some decline in build
ing costs during the last few years, the major influence

1,485

OTHER NON
RESIDENTIAL

PUBLIC WORKS 
& UTILITIES

RESIDENTIAL

1 9 2 8 1 9 2 9 1 9 3 0 1931 1 9 3 2
Value of Building Contracts Awarded in 37 States During First 

Three Months of 1928-1932 (F. W. Dodge Corporation 
figures in millions of dollars)

has been the decrease in the number and size of projects 
undertaken.

In the Metropolitan area of New York, the first quarter 
total of building and engineering contracts was 26 per 
cent of the 1931 value. Public works and utilities showed 
a loss of 84 per cent, residential building dropped 75 per 
cent, and other non-residential work was reduced 64 
per cent.

During the first three weeks of April, contracts for 
public works and utilities awarded in 37 States showed 
much more than the usual seasonal increase, and other 
non-residential building receded only seasonally. On 
the other hand, residential contracts on a daily average 
basis were smaller than in March, in contrast to the usual 
tendency for such contracts to increase between these 
two months.

Foreign T rade
The value of this country’s foreign merchandise trade 

declined somewhat in March, after adjustment for the 
usual seasonal tendencies. Exports of $156,000,000 were 
34 per cent less than a year ago, and imports of $131,- 
000,000 were 38 per cent smaller. The year-to-year 
decline in export values was about the same as in other 
recent months, but the decline in import values was; the 
largest in the past ten months.

Exports of finished manufactures increased seasonally 
over February, but showed a reduction of 44 per cent 
from March 1931, again the largest percentage decline 
from a year ago in any of the leading export groups. 
On the other hand, the value of grain exports and of 
raw cotton shipments was somewhat larger than in 
March 1931. The quantity of raw cotton and grain 
shipped abroad continued to be substantially larger than 
a year ago.

Compared with last year, there was a reduction of 
nearly one-half in the value of March, imports of partly 
finished manufactured goods, which consist principally 
of the non-ferrous metals and wood pulp. The next 
largest decline in imports— 44 per cent— occurred in the
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crude materials, which, include principally rubber and 
silk. The quantity of raw silk and coffee imported also 
showed considerable decreases from the relatively high 
figures of a year ago, but crude rubber imports were in 
somewhat larger volume.

Indexes of Business A ctiv ity

Although the limited data available for April give no 
evidence of a definite change in business activity, there 
were some indications of an upward tendency during the 
month. The number of railway cars loaded with mer
chandise and miscellaneous freight, a series which usu
ally reflects fairly well the level of general business 
activity, increased in each of the first three weeks of 
April, and the average of this bank’s seasonally adjusted 
index for this period was slightly above the level of the 
month of March as a whole. Moreover, preliminary data 
on bank debits in 140 centers outside New York City 
indicated a sizable increase from March to April, whereas 
no consistent seasonal tendency between these months 
has been observed in past years. Although department 
store sales in New York City and vicinity in the first 
half of April showed a slightly larger year to year de
cline than in March, the fact that Easter occurred this 
year in March and last year in April had an adverse 
effect upon the April comparison with last year’s busi
ness. Car loadings of bulk freight were reduced some
what in April, due to a marked contraction in ship
ments of coal which followed an increase in March.

In March, practically all of this bank’s seasonally 
adjusted indexes of the distribution of goods and of

(Adjusted for seasonal variations, for usual year-to-year growth, and where 
necessary for price changes)

1931 1932

M ar. Jan. Feb. M ar.

Primary Distribution
Car loadings, merchandise and misc........ 77 65 62 58
Car loadings, other....................................... 73 55 58 60

70 51 55 52 p
86 67 65 63 p

Waterways traffic......................................... 64 45 43 40
Wholesale trade............................................. 91 87 80 81

Distribution to Consumer
Department store sales, 2nd D ist............. 99 82 80 77
Chain grocery sales...................................... 94 77 73 72
Other chain store sales................................ 88 88 84 75
M a il order house sales................................. 81 74 76 59
Advertising............ ........................................ 81 66 66 62
Gasoline consumption.................................. 88 82 72
Passenger automobile registrations.......... 64 44p 38p

General Business Activity
Bank debits, outside of New York City.. 83 73 66 62
Bank debits, New York C ity ..................... 83 67 62 60
Velocity of bank deposits, outside of New

York C ity ................................................... 91 90 81 77
Velocity of bank deposits, New York City 97 73 70 68
Shares sold on N . Y . Stock Exchange. . . 148 96 82 72
Life insurance paid fo r ................................ 93 108 92 80
Postal receipts............................................... 86 78 73 72
Electric power................................................ 86 75 74p
Employment in the United States........... 80 70 69 68
Business failures............................................ 114 123 114 121
Building contracts......................................... 72 25 26 21
New corporations formed in N . Y . State. 90 83 82
Real estate transfers.................................... 58 53 50

General price level*...................................... 157 138 136 137
Composite index of wages*........................ 219 203 201 201
Cost of liv ing*............................................... 151 140 137 136

p Preliminary *1913 average=100

general business activity declined further. Increases 
that were smaller than would be expected oil the basis 
of past experience were shown by car loadings of mer
chandise and miscellaneous freight, and by sales of de
partment stores and of chain stores other than grocery 
stores. In addition, bank debits in 140 centers outside 
New York City showed none of the usual seasonal in
crease, and foreign trade declined more than seasonally. 
The only favorable comparison among the most im
portant indexes was in loadings of bulk freight, which 
were reduced slightly less than usually. Wholesale trade 
and sales of chain grocery stores showed little change 
other than seasonal.

C om m od ity  Prices

Although there continued to be instances of weakness 
in individual commodities in April, the general level of 
wholesale commodity prices held comparatively steady. 
This is illustrated in the accompanying diagram, which 
shows the revised monthly index of the Bureau of Labor 
Statistics from 1929 to 1931 and the new weekly index 
since it first became available at the beginning of 1932. 
From the middle of February through the third week of 
April this index fluctuated within a range of less than
1 point.

Wheat prices rose considerably in the first half of the 
month, reflecting the Government estimate of a much 
reduced winter wheat crop, but subsequently lost the 
greater part of the advance. No material change oc
curred in the price of steers, but prices of some of the 
other more important agricultural commodities such as 
corn, hogs, hides, and cotton declined further. Crude 
rubber and raw sugar, after reaching new low levels 
early in the month, subsequently recovered a portion of 
the loss. The price of crude petroleum advanced 9 cents 
further in April to 96 cents a barrel, the highest level in 
more than a year. On the other hand, there were declines 
in the prices of anthracite coal, copper, zinc, tin, silver, 
and silk.

PERCENT

__ I__ 1 1 .... 1 . I !... 1 1.. 1....

V v

1

Wholesale Commodity Price Index of the United States Bureau of
Labor Statistics (1926 average =  100 per cent)
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March data generally indicated a further curtailment 
of employment and of wage payments. The number of 
workers employed in reporting factories, both in New 
York State and in the country as a whole, declined in
stead of showing the usual expansion, and after adjust
ment for seasonal changes was the lowest for any time 
for which the figures are available. According to the 
American Federation of Labor, the percentage of trade 
union members out of work increased between March 1 
and April 1 for the first time in the five years for which 
the figures have been compiled. The United States 
Employment Service, moreover, reports that out-of-door 
work was retarded in March through adverse weather 
conditions.

Factory payrolls for the country as a whole declined 
in March, in contrast to the usual March expansion, and 
in New York State also factory payrolls failed to show 
any of the increase that ordinarily takes place. Accord
ing to the Department of Agriculture, farm wages de
clined unseasonally between January and April and 
reached a level 6 per cent below the 1910-1914 average.

Production

Weekly reports on the activity of some of the prin
cipal industries indicated further declines during the 
first part of April, but some acceleration of activity 
in a few of the important industries in the latter part 
of the month. According to the “ Iron Age”  estimate, 
steel mill activity, after declining to 21 per cent of 
capacity in the first part of April, subsequently in
creased to 23 per cent. A  gradual expansion in automo
bile production was also reported in the latter part of 
April, and crude petroleum production also increased 
during the month, but production of bituminous coal 
declined sharply and the output of cotton goods con
tinued to decline in accordance with the usual seasonal 
tendency.

This bank’s indexes of production for March show 
about an even balance between the number of increases 
and the number of decreases compared with February, 
but declines appear to have predominated in the more 
important industries, and the seasonally adjusted index 
computed by the Federal Reserve Board declined 2 
points further to a level 46 per cent below the 1929 peak. 
Declines instead of the usual seasonal increases occurred 
in the daily rate of output of automobiles, pig iron, and 
steel ingots, and reductions were shown in mill con
sumption of raw silk, activity of wool mills, slaughter
ings of live stock, and production of tobacco products. 
On the other hand, bituminous coal production rose 
instead of conforming to the usual seasonal downward 
movement, output of shoes and of lumber expanded 
more than seasonally, and production of lead and of 
wheat flour also increased after seasonal adjustment.

E m p l o y m e n t  a n d  W a g e s (Adjusted for seasonal variations and usual year-to-year growth)

1931 1932

M a r. Jan. Feb. M ar.

Metals
59 32 31 28
66 35 35 29
66 50 45 47
51 34 35 35

Tin  deliveries................................................. 79 49 38 41

Automobiles
Passenger cars................................................ 57 35 26 23p
Motor trucks.................................................. 76 51 47 30p

Fuels
Bituminous coal............................................. 81 58 65 75 p
Anthracite co a l............................................. 78 65 66 77 p

70 46 46 70
Petroleum, crude........................................... 81 76 74 r 73 p
Petroleum products....................................... 77 67 67

Textiles and Leather Products
Cotton consumption..................................... 78 70 74 74
Wool mill activ ity ......................................... 73 64 70 55 p
Silk consumption........................................... 100 102 84 65
Leather, sole................................................... 80 82
Leather, upper............................................... 87 73
Boots and shoes............................................. 97 87 91p 95p

Foods and Tobacco Products
Live stock slaughtered................................. 91 93 100 90
Wheat flour..................................................... 90 84 80 82
Tobacco products.......................................... 96 85 81 77

Miscellaneous
79 59 48 45
67 56 56
55 30 26 31

Printing activ ity ........................................... 85 75 76
Paper, newsprint........................................... 91 84 83 89

82 69 p
76 73 p

p Preliminary r Revised

D epartm en t Store T rade

The dollar value of sales of the reporting department 
stores in this district during March averaged 19 per cent 
below a year ago, despite the early date of Easter and 
the fact that there was one more selling day in March this 
year than a year ago. In New York City, Newark, and 
the Hudson River Yalley District, sales declined some
what less than the average for the whole district but the 
decreases were in excess of those shown in the previous 
month. Sales in Rochester, Syracuse, and Northern New 
York State decreased approximately 30 per cent from 
March 1931, a larger decline than has previously been 
reported to this bank, and sales in Buffalo, Southern New 
York State, and the Capital District were reduced by 
more than 20 per cent from last year’s dollar volume. 
The Westchester County stores were the only group to 
show a smaller year-to-year reduction than in February. 
Sales of the leading apparel stores in this district were 
22 per cent below last year, or approximately the same 
decline as in February.

Reports from department stores in the Metropolitan 
area of New York for the first half of April showed 
sales 21 per cent below the corresponding period of 1931.
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Stocks of merchandise on hand at the end of 
March, valued at retail prices, continued to be consider
ably lower than a year ago. The percentage of charge 
accounts outstanding at the end of February collected 
in March was also smaller this year than last.

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
February 29 
collected in  

MarchLocality
Net sales

Stock
on hand

March
Jan. 

to M ar.
end of 
month 1931 1932

New Y o rk ......................................... — 18.7 — 18.2 — 15.9 46.9 43.8
Buffalo............................................... — 21.5 — 16.5 — 16.4 45.2 40.3
Rochester........................................... — 30.5 — 25.3 — 18.2 36.4 38.7
Syracuse ........................................... — 32.4 — 26.6 — 13.4 29.4 26.3
Newark.............................................. — 16.2 — 14.5 —  8 .4 41.4 38.7
Bridgeport ...................................... — 20.9 — 21.4 — 19.8 35.7 31.1
Elsewhere.......................................... — 20.8 — 19.7 — 13.2 34.1 32.3

Northern New York S tate. . . .
Southern New York State........
Hudson River Valley D is tric t.. 
Capital District .....................

— 28.8  
— 22.9  
— 15.6
— 26.6

Westchester D istrict................... — 13.2

All department stores............ — 19.1 — 18.0 — 14.9 43.4 40.4

Apparel stores.......................... — 21.6 — 25.3 — 25.1 41.8 39.7

Net sales Stock on hand
percentage change percentage change

March 1932 March 31, 1932
compared with compared with

March 1931 March 31, 1931

Toilet articles and drugs....................... '  +  4 .9 —  1.3
Toys and sporting goods....................... —  0 .4 —  6 .8
Hosiery...................................................... —  2 .7 — 11.3
Books and stationery............................. —  6 .7 — 15.3
M en’s furnishings................................... —  9 .2 — 11.4
Shoes.......................................................... — 11.1 —  2.1
Home furnishings.................................... — 16.0 — 10.9
Women’s ready-to-wear accessories.. . 
M en’s and boys’ w ear...........................

— 16.7 — 15.2
— 19.7 —  7 .5
— 20.3 — 19.6

Linens and handkerchiefs...................... . — 20.4 — 16.7
Cotton goods............................................ — 20.8 — 14.9
Silverware and je w e lry ......................... — 20.8 —  8 .5
Luggage and other leather goods........ — 26.1 — 14.9
Woolen goods........................................... — 26.2 — 12.0
Women’s and misses’ ready-to -wear .. — 27.6 — 15.9
Silks and velvets..................................... — 29.7 — 24.9
Musical instruments and radio........... — 48.6 +  4 .3
Miscellaneous........................................... — 15.8 — 14.7

W holesale T rade
The total sales of the reporting wholesale firms in this 

district in March were 22 per cent below the level of a 
year ago, a figure not materially different than in the 
previous two months. Sales of drugs were larger than 
in March 1931, following large year-to-year declines in 
January and February, and grocery sales, in which the 
declines have been diminishing progressively for the past 
six months, showed the smallest reduction in sales since 
June 1930. Furthermore, sales of diamonds and of silk 
goods declined somewhat less than in February, and 
sales of stationery, paper, and jewelry decreased by ap
proximately the same percentages as in February. Sales 
of shoes, men’s clothing, and cotton goods, on the other 
hand, lost the improvement which occurred in February 
and registered about the same decrease from a year ago 
as occurred in January. Hardware sales were reduced 
by a larger amount than has previously been reported,

and the volume of machine tool orders, as reported by 
the National Machine Tool Builders Association, showed 
a larger reduction than in February.

Stocks of merchandise on hand at the end of March 
were lower than a year ago in all lines except drugs, 
which showed an increase for the fifth consecutive month. 
The rate of collections on open accounts was slower this 
year than last in nearly all lines.

Commodity

Percentage 
change 

March 1932 
compared with 
February 1932

Percentage 
change 

March 1932 
compared with 

March 1931

Per cent of 
accounts 

outstanding 
February 29 

collected 
in March

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1931 1932

M en’s clothing...............
Cotton goods..................

Machine tools**.............

Paper................................

+  9 .3  
+ 2 1 .6  
+  2 .8  
+ 2 1 .0 *  
+ 4 1 .8  
+ 5 5 .1  
+ 1 8 .0  
— 13.3 
+  1.4  
+ 1 2 .8  
+  7 .7  
+  6 .4

—  1.2

+  1.0  
—  8 .2 *  
— 15.9 
—  2.6  
—  0 .4

—  6.1  
— 35.4  
— 31.3  
— 14.8* 
— 13.8 
+ 1 2 .5  
— 29.3  
— 72.3  
— 22.1 
— 27.2  
— 53.4  
— 38.7

— 23.5

— i<j'.7 
—  6 .1 *  
— 15.0  
+ 1 3 .3  
—  9 .8

77.0
35.9
34.1  
49.3  
50.0  
46.6
43.2

74 '.i
63.9

J 18.1

81.9
34.6
28.8
56.0
40.3
25.4
37.4

70.4
51.4

|  14.1+  1.2
—  2 .5

— 27.8
— 27.3

Weighted average . . . + 1 7 .7 — 21.9 52.1 50.0

*  Quantity not value. Reported by Silk Association of America 
* *  Reported by the National Machine Tool Builders Association

Chain Store T rade
March sales of the reporting chain store organizations 

in this district totaled 4%  per cent below a year ago, a 
somewhat larger decline than occurred in February but 
less of a decrease than was reported in other months 
since last October. Variety stores reported a reduction 
in sales after showing an increase in February, and shoe 
and drug organizations reported larger reductions from 
a year ago than in the previous month. However, sales of 
grocery and ten cent store chains remained at about the 
same relative level as in February and candy chains 
increased their sales over last year for the sixth consecu
tive month.

After allowing for changes in the number of stores 
operated, sales per store in dollar value averaged about
6 per cent smaller than in March 1931; all types of stores 
participated in this decline.

Percentage change March 1932 
compared with March 1931

Type of store Number
of

stores
Total
sales

Sales
per

store

+  1 .4 —  5 .3 —  6 .6
+  1.7 —  3 .0 —  4 .6
+  1.3 —  6 .9 —  8.1

Shoe.................................................. —  1.1 — 28.2 — 27.4
+  3 .6 —  4 .7 —  8.1
+ 2 4 .0 +  9 .4 — 11.7

+  2 .0 —  4 .5 —  6 .4
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Index Number of Production of Manufactures 
and Minerals Combined* Adjusted for Seasonal Variation (1923-25 average=100 per cent)

Index Numbers of Factory Employment and Payrolls, Without Adjustment for Seasonal Variation (1923-25 average=100 per cent)
MILLIONS OF DOLLARS

Reserve Bank Credit (Monthly averages of daily 
figures for 12 Federal Reserve Banks; latest fig
ures are averages of first 21 days of April)

MILLIONS OF DOLLARS

1927 1928 1929 (930 1932
Federal Reserve Bank Credit and Principal Fac
tors in changes (Monthly averages of daily 
figures; latest figures are averages of first 

21 days of April)

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

(Summarized by the Federal Eeserve Board)

I NDUSTRIAL activity was in smaller volume in March than in February, 
although usually little change is reported at this season, and the number of 

employees at factories was also reduced, contrary to seasonal tendency. Volume 
of Reserve Bank credit decreased in March, but showed a considerable growth 
in the first three weeks of April. Money rates continued to decline.

Production and Employment

Output of industrial products, as measured by the Board’s seasonally 
adjusted index, declined from 70 per cent of the 1923-1925 average in February 
to 68 per cent in March. Daily output at steel mills and automobile factories 
decreased, contrary to seasonal tendency, and activity at woolen mills declined 
sharply to the lowest level in recent years. Cotton consumption by domestic 
mills continued at the February rate, although sales of cotton cloth declined, 
and output of shoes increased considerably; in both these industries produc
tion was at about the same rate as a year ago. Activity in the lumber industry, 
which recently has been at a level about 45 per cent lower than last year, 
increased by more than the usual seasonal amount. Output of coal also 
increased considerably during March but declined in early April.

Volume of factory employment and payrolls decreased from February to 
March, although an increase is usual at this season. There were substantial 
reductions in working forces in the steel, automobile, machinery, and furniture 
industries, as well as at woolen and silk mills, while clothing and shoe factories 
showed additions to their working forces.

Value of building contracts awarded, as reported by the F. W. Dodge 
Corporation, showed some increase of a seasonal character during March and 
the first half of April and was approximately one-third as large as last year.

Distribution
Rail shipments of merchandise, which ordinarily increase in March, showed 

little change, and sales at department stores in leading cities increased by less 
than the estimated seasonal amount.

Wholesale Prices

The general level of wholesale commodity prices showed little change 
between February and March, according to the Bureau of Labor Statistics. In 
the first two weeks in March prices of many commodities, including live stock 
and meats, advanced; between the middle of March and the third week in 
April, prices of cotton, silk, wool, hides, sugar, silver, and tin declined con
siderably, while prices of coffee and petroleum increased. Wheat prices showed 
wide fluctuations but were at about the same level in the week ended April 23 
as in the first half of March.

Bank Credit
The Federal Reserve System’s holdings of United States Government 

securities, after increasing continuously from early in March, totaled $1,078,- 
000,000 on April 20, an increase of $338,000,000 since the end of February. 
This increase has been accompanied by some further decline in the Reserve 
Banks’ holdings of acceptances and a reduction of $264,000,000 in discounts. 
Member bank indebtedness to the Reserve Banks showed a considerable reduc
tion in all of the Federal Reserve Districts. Total volume of Reserve Bank 
credit outstanding, which had declined in March reflecting a continued return 
of money from circulation and an increase in the country’s stock of monetary 
gold, increased by $115,000,000 during the first three weeks of April. This 
increase was accompanied by a substantial growth in member bank reserve 
balances.

Total loans and investments of reporting member banks in leading cities 
continued to decline during the five weeks ended April 13. At banks in New 
York City, however, there was an increase in investment holdings both of 
United States Government securities and other securities, offsetting the decline 
in loans, which continued until the middle of April.

Open market rates for bankers acceptances showed successive reductions 
and on April 21 the offering rate for 90-day bills was % of one per cent, the 
same rate as prevailed between May and September 1931. Rates on commercial 
paper also declined.
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Federal Eeserve A gent Federal Eeserve Bank, New York June 1 ,1 9 3 2

M on ey  M ark et in M a y

Member bank reserves increased further during the 
first half of May to a level about $300,000,000 above 
minimum requirements, and thereafter remained at or 
near that level. The increase in reserves since March 
has restored more than half of the shrinkage of nearly 
$500,000,000 which occurred during the latter part of
1931 and the first two months of 1932, accompanying 
rapid liquidation of member bank credit. The stoppage 
of the decline in reserves, and the subsequent rapid 
increase, may be attributed chiefly to Reserve Bank 
purchases of Government securities, together1 with a 
return flow of more than $200,000,000 of currency to 
the banks since early February. These two accessions of 
funds have enabled member banks to meet all demands 
on them including gold shipments, and to reduce their 
indebtedness at the Reserve Banks by $385,000,000 or 
almost 45 per cent, and also to increase their reserves 
by about $300,000,000. After this substantial increase 
in member bank reserves had been accomplished, Reserve 
Bank purchases of Government securities were reduced 
somewhat in volume during the latter half of May, but 
were sufficiently large to offset gold losses and other 
demands, so that the excess of reserves was maintained.

The recent increase has restored member bank reserves 
to the highest level since last October, when the volume 
of member bank credit was more than $3,000,000,000 
larger than at present. In the process of credit contrac
tion or expansion, the release or absorption of member 
bank reserves is only about one-tenth of the change in 
the amount of credit outstanding. Thus far no material 
expansion of credit has been built upon the excess re
serves acquired by member banks during the past two 
months, but the liquidation of credit appears to have 
been checked. The reporting member banks have increased 
their holdings of Government securities by about $225,- 
000,000 since early April, and have also increased their 
holdings of other securities somewhat, but these increases 
in investments have been slightly more than offset by 
further reductions in their loans.

In New York City the loans and investments of report
ing member banks showed a net increase of $163,000,- 
000 between April 13 and May 25, due to a considerable 
increase in their investments. Their holdings of Govern
ment securities were increased $192,000,000, and their 
investments in other securities $92,000,000 during this 
period, but their security loans declined $123,000,000,

and their other loans showed little change. Outside of 
New York the decline in the loans and investments of 
reporting member banks continued, but has recently 
been at a less rapid rate than in previous months.

In order to expedite the process of bringing together 
potential demands for credit and the available supply 
of funds, a joint committee of bankers and industrialists 
was appointed in New York on May 19, and similar 
committees have since been created in other districts. 
The statement issued concerning the formation of the 
New York committee was as follows:

“  Governor Harrison of the Federal Eeserve Bank of New 
York has called together a committee composed of bankers 
and industrialists for the purpose of considering methods of 
making the large funds now being released by the Federal 
Eeserve Banks useful affirmatively in developing business. 
Its purpose also will be generally to cooperate with the 
Eeconstruction Finance Corporation and other agencies to 
secure more coordinated and so more effective action on the 
part of the banking and industrial interests.”

A considerable number and variety of projects de
signed to promote business recovery are under consider
ation by the committee.

Currency and Gold M ovements

Following a rapid return flow of currency to the banks 
during February and March, and a somewhat slower 
return flow in April, the volume of currency outstanding

Member Bank Reserve Balances at Federal Reserve Banks
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remained at a fairly stable level in May. The weekly 
figures showed alternate increases and decreases, partly 
seasonal in character, but the last report of the month, 
for May 25, showed little change from the figure for the 
last week in April.

A considerable reduction in the monetary gold stock 
of the United States occurred during May, totaling 
$216,000,000, the largest gold loss since last October. A  
major part of the movement reflected a transfer abroad 
of central bank funds which had been employed in the 
New York money market, carrying further the tendency 
for central banks to concentrate their reserves in their 
own vaults instead of keeping a substantial part in
vested in foreign money markets. On May 25 the mone
tary gold stock of the United States was $4,207,000,000, 
which is about the same as the average level in 1928 
and 1929, although since the autumn of 1929 the volume 
of foreign short term funds in the New York money 
market has been reduced by about two-thirds, and 
foreign investments in American securities have been 
substantially reduced.

M oney Rates

The large supply of funds seeking employment in high 
grade paper of short maturity was reflected in a further 
decline in open market money rates during May. Yields 
on short term United States Government securities de
clined to very low figures, and rates on stock exchange 
time money and commercial paper were reduced further, 
as indicated in the following table.

Money Rates at New York

M ay 29, 1931 Apr. 29, 1932 M ay 31, 1932

Stock Exchange call loans........................ IX 2 X 2X
Stock Exchange 90 day loans................. n x - i H *2 *1X
Prime commercial paper.......................... 2-2 % 3H -3X 2H-3
Bills— 90 day unindorsed......................... 7A ys v%
Customers’ rates on commercial loans.. f 3 .46 f 4 .38 f 4 .10
Treasury securities

Maturing September 15 (y ie ld)......... .57 .53 .10
Maturing December 15 (yield)........... .76 .96 .28

Federal Reserve Bank of New York re
discount ra te ........................................... IX 3 3

Federal Reserve Bank of New York  
buying rate for 90 day indorsed bills 1 2 H 2X

*  Nominal + Average rate of leading banks at middle of month

B ill Market

The discount market for bankers acceptances was quiet 
throughout May. Early in the month a falling off in 
foreign demand for bills caused a slight increase in deal
ers ’ portfolios, and the dealers raised their rates by *4 
per cent from the low level of %  Per cent for 90 day 
unindorsed bills established in the latter part of April. 
The higher rates were maintained by the dealers only 
from May 5 to May 10, however, as their portfolios de
clined again within this period and the deposit rates of 
the New York Clearing House banks were reduced by 
%  per cent effective May 13. Notwithstanding the lack 
of reinvestment demand for foreign account because of 
the low yields obtainable, few bills found their way into 
the discount market, due to the surplus funds which the

New York City accepting and discounting banks had 
available for employment.

At the end of April, the group of accepting banks and 
bankers that report their outstandings to the American 
Acceptance Council held $455,000,000 of bills, an in
crease of $78,000,000 during the month. As the volume 
of bills outstanding declined $32,000,000 during April to 
$879,000,000, the proportion of bills held by the accept
ing banks rose from 41 to 52 per cent, or nearly as high 
a ratio as was reached last summer. Practically no bills 
have been offered to the Reserve Banks recently, and in 
view of the low level of Federal Reserve holdings of bills 
for their own account and the decline in foreign corre
spondents ’ holdings, it appears likely that the proportion 
of outstanding bills held by the accepting banks in
creased substantially further during May.

Commercial Paper M arket

Open market rates for commercial paper declined 
further during May. The trading range for prime names 
of 4 to 6 month maturity became 3 to 3*4 per cent early 
in the month and shortly after mid-May this range was 
reduced to 2%-3 per cent. In fact, toward the end of the 
month some 4 to 6 month paper was being sold at 2%  
per cent, which was the generally quoted rate for 90 day 
drawings. In general, the investment demand for paper 
exceeded the supply of high grade material that the 
dealers were able to obtain from potential open market 
borrowers. Throughout the country an active interest in 
acquiring the highest grade paper was manifest by the 
banks.

During April the volume of commercial paper out
standing through dealers reporting to this bank in
creased 2 per cent further to $108,000,000 on April 30. 
This increase followed a small rise in the previous month. 
Outstandings, however, remained 65 per cent below the 
figure a year ago.

Security M arkets

Stock trading continued in small volume during May, 
and the trend of prices continued to be downward, so 
that average prices toward the close of the month were 
about 24 per cent below the April closing quotations and 
about 50 per cent below the early March level, which 
was the highest of the year. No material interruption 
of the decline in prices occurred during the course of 
the month except for one day, May 6, on which a sizable 
advance followed a number of favorably construed 
developments.

As a result of the May decline, the general average of 
stock prices has been reduced to a lower level than at 
any time since before the War, and meanwhile the 
average dividend yield on a list of representative indus
trial, railroad, and public utility stocks has risen to above
10 per cent, notwithstanding numerous dividend omis
sions and reductions. The accompanying diagram shows 
the course of stock and bond yields since 1927, and indi
cates that the present average yield on common stocks is
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YIELD

Average Dividend Yield on 90 Common Stocks and Average Yield 
on 60 High Grade Domestic Bonds (Standard Statistics Company figures)

more than three times the average yield of less than 3 
per cent obtainable at the peak of stock prices in 1929. 
It also shows that the average yield on high grade bonds 
has advanced to more than 6%  Per cent, as against an 
average of about 4%  per cent obtainable in other recent 
years.

The prices of bank stocks also underwent large de
clines during May, and the Standard Statistics index 
of the share prices of 20 New York City banking institu
tions dropped more than 25 per cent to the lowest level 
since 1918.

Further net declines occurred in bond prices during 
May. Except for a few days in the first week of the 
month, the movement of domestic corporation bonds was 
continuously downward, so that representative averages 
showed a further drop of about 7 points for the period. 
Railroad bonds were conspicuously weak, dropping about 
three times as much as industrial and public utility 
bonds. Foreign bonds appear to have been somewhat 
steadier than domestic corporate issues, but prices 
showed average losses of about 3 points.

United States Government bonds exhibited consider
able irregularity; there were several periods of decline 
during the month but these were followed by partial 
recoveries. For the month as a whole, however, Govern
ment bonds lost a large part of the advance made in 
April. The Liberty Loan issues, which have nearby 
optional call dates, registered net declines of %  point, 
while the average prices of long term Treasury bonds 
receded 3%  points for the month.

N ew  Financing
An extremely limited volume of new security flotations 

was announced during May, and the total for the month 
appears to have been the smallest since last October. 
Virtually all of the May issues represented financing by 
States, counties, and municipalities, with individual is
sues ranging in size from $100,000 to $12,000,000. The 
only corporate flotation was a small public utility issue.

In addition to the Treasury certificates and notes an
nounced late in April and issued May 2, United States 
Treasury financing during May was limited to three 
issues of 91 day Treasury bills totaling $212,000,000 
which were put out in replacement of a like amount of 
Treasury bill maturities. A  further decline occurred in 
the rates at which these Treasury bills were sold, and 
the average cost to the Treasury on the issue dated May
25 was only .29 of one per cent.

Foreign Exchange

The strength of most European exchanges, which was 
manifest at the middle of April, was maintained through
out May. French francs were quoted at $0.0394% from 
May 6 to 24, and firmed to $0.0395% the next day, sub
sequently declining slightly; guilders reached a high of 
$0.4063 on May 4, followed by irregular movements to 
$0.4049 on the 24th and a subsequent firming to $0.4059 
on the 28th; Swiss francs gained sharply from $0.1943 
on May 2 to $0.1958 on the 4th and maintained about 
this level for the rest of the month; belgas sold at a peak 
of $0.1407 at the end of the first week, receded gradually, 
and then steadied after mid-month at about $0.1403. 
Sterling remained steady around its April closing of 
$3.66% until after the middle of May, when a rise car
ried it to $3.73 on the 28th, following which the rate 
declined to $3.69. Reichsmarks gained to $0.2390 on 
May 14, as against $0.2378 on May 2; the higher level 
was largely maintained until the third week, after which 
a decline to $0.2365 occurred. The Scandinavians tended 
to move with sterling, although Norwegian crowns 
turned downward late in the month. Lire lost slightly 
while pesetas continued the upward movement begun 
in April.

In the South American list, Argentine pesos main
tained a fixed rate, Uruguayans fluctuated between $0.48 
and $0.4750, and Brazilian milreis gained steadily from 
$0.0685 on May 2 to $0.0758 on May 25.

Japanese yen weakened after the middle of the month 
to below $0.32 for the first time, and sold as low as 
$0.3138. The silver currencies registered a small net 
gain for the month. The discount on Canadian dollars 
widened.

Closing Cable Rates at New York  
(In  dollars)

Exchange on
Par of 

Exchange M ay 29, 1931 Apr. 30, 1932 M ay 31, 1932

$ .1407 $ .1405 $ .1396 $ .1394
.1390 .1393 .1401 .1400
.2680 .2679 .2010 .2025

4.8666 4.8650 3.6613 3.6888
.0392 .03918 .03941 .03949
.2382 .2375 .2382 .2365

H olland.............................. .4020 .4022 .4054 .4057
.0526 .0524 .0517 .0514
.2680 .2679 .1862 .1852
.1930 .0886 .0787 .0825
.2680 .2681 .1840 .1905

Switzerland....................... .1930 . 1935 .1940 .1959

1.0000 .9998 .8938 .8788
.9648 .6932 .5865 .5865

Brazil.................................. .1196 .0675 .0685 .0760
1.0342 .5575 .4800 .4775

.4985 .4940 .3238 .3240

.3650 .3616 .2745 .2765
.2888 .3075 .3100
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G old  M ovem en t
The monetary gold stock of the United States was re

duced during May by about $216,000,000, as a result of 
exports of gold to several European countries and of 
some additional net earmarking of gold for foreign 
central banks. Exports which totaled $213,500,000 con
sisted chiefly of shipments of $59,600,000 to France, 
$70,500,000 to Holland, $55,100,000 to Switzerland, 
$19,000,000 to Belgium, $5,900,000 to England, and 
$3,400,000 to Germany. A  sizable part of the gold ex
ported during the month represented the shipment of 
gold released from earmark, but as there were additional 
amounts set aside the total volume of gold held under 
earmark for foreign account on May 31 showed a net 
increase of $22,100,000 for the month.

As a partial offset to the losses of gold through exports 
and earmarkings, there was a total of $14,600,000 of 
gold imported, of which $4,500,000 came from Canada, 
$1,000,000 from Peru, $500,000 from Newfoundland, and 
$800,000 from Mexico through New York; and $3,700,000 
from China, $2,400,000 from Japan, and $800,000 from 
Australia through San Francisco.

Central B an k R ate  Changes

On May 12 the Bank of England lowered its official 
discount rate from 3 to 2%  per cent, this being the fifth 
reduction effected since mid-February of this year. The 
Bank of Italy lowered its rate from 6 to 5 per cent as of 
May 2; the rate of the Bank of Sweden was reduced from
5 to 4%  per cent on the 17th, the Bank of Norway rate 
also going from 5 to 4%  per cent on the 20th. Two rate 
reductions were effected at the National Bank of Bul
garia during May: on the 17th from 91/2 to 8 y> per cent, 
and on the 25th from 8%  to 8 per cent. Effective May 
30, the National Bank in Copenhagen lowered its rate 
from 5 to 4 per cent. In addition a rate reduction from
7 to 6 per cent became effective at the Central Reserve 
Bank of Peru on May 20.

A press report states that the Bank of Lithuania, 
Kaunas, lowered its rate from 7%  to 7 per cent on May 6.

Foreign T rade
During April, this country’s foreign merchandise 

trade continued the downward course of the past two 
and a half years. Exports were reduced to $136,000,000 
and were smaller than in any month since August 1914, 
while imports, valued at $127,000,000, totaled less than 
in any month since February 1915. Decreases in value 
from a year ago amounted to 37 per cent in the case of 
exports and to 32 per cent in imports. The year-to-year 
decline in exports was larger than in March, but the 
reduction in imports was somewhat smaller.

The volume of raw cotton and grain exports continued 
in April to be substantially above a year ago. Japan 
reduced its demand for American cotton from the abnor
mally large volume of recent months, but exports of 
cotton to all other countries were nearly 70 per cent 
larger in quantity than in April 1931. Quantity receipts 
of crude rubber and coffee declined about 20 per cent

MILLIONS OF DOLLARS

World (Ratio scale used to show proportionate changes)

from a year ago, but imports of raw silk were in some
what larger volume.

The accompanying diagram illustrates the course of 
this country’s export trade during the past three years, 
according to the destination of the shipments. The 
generally declining tendency since the latter part of 
1929 has been the result both of the continuous decline in 
world commodity prices and of reductions in the quan
tity of goods shipped abroad. Exports to Asia, where 
Japan as our leading customer has recently made un
usually heavy purchases, have shown little reduction 
since the middle of 1930, so that the percentage loss in 
value from 1929 to the present time has been consider
ably less than for exports to any other continent. The 
next smallest decrease has been in our exports to Euro
pean countries. At the beginning of 1929, Europe took 
only slightly more in value of the products of the United 
States than did North and South America combined, but 
in the first quarter of 1932 European purchases from us 
were about two-thirds greater than those of the countries 
of North and South America, which, as raw material 
producing countries, have been particularly affected by 
the severe declines in the prices of basic commodities. 
Exports to Oceania and Africa, never of as great volume, 
have undergone a large decline, and recently have been 
only about one-fourth of their 1929 value.

Our exports to Africa, Australia, and North and South 
America are predominantly of finished goods, which in 
periods of reduced purchasing power can more readily 
be reduced, while the industrially developed countries of 
Europe and also Japan require in their imports from us 
a larger proportion of raw materials, which are more 
basic and essential.

Business Profits
With the total volume of production and trade esti

mated at 40 to 50 per cent below the level of three years 
ago, corporation earnings reports for the first quarter 
of 1932 showed little net profit after all expenses and 
fixed charges had been met. The total net profits of 293 
industrial and mercantile companies for the first quarter 
were less than one-fifth as large as in the corresponding

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

June 1, 1932



FEDERAL RESERVE AGENT AT NEW YORK 45

months of 1931, and less than one-tenth as large as in
1930.

The only group of companies to report more favorable 
earnings than last year was the oil group, which showed 
a small amount of net profits in 1932 against a deficit in 
the first quarter of 1931. The earnings of food companies 
were fairly well maintained, but all other groups showed 
substantial declines itf profits, and a number of groups 
showed deficits.

Telephone and other public utility companies showed 
smaller earnings than in the three previous years, but 
the reductions were quite moderate. Railroad companies, 
like industrial concerns, were considerably affected by 
the further decline in the volume of production and 
trade, and the Class I railroads showed net operating 
income— that is, net income after all current expenses 
but before interest payments— about 4-0 per cent less 
than in the first quarter of 1931, and 63 per cent smaller 
than in the first quarter of 1930.

(Net profits in millions of dollars)

No.
First Quarter

Corporation group of
Cos. 1930 1931 1932

O il............................................................ 26 21.9 Def. 7 .6 2 .6
Food and food products..................... 34 39.6 36.3 26.8
Office equipment................................... 6 4 .8 2 .5 1.7
Chemical................................................. 17 18.8 13.5 8.1
Printing and publishing...................... 6 9 .2 6 .1 3 .5
Tobacco................................................... 6 1.6 1.3 0 .6
Mining and smelting (excl. coal, 

coke, and copper)............................. 9 8 .3 4 .1 1.6
Electrical equipment............................ 5 19.2 8 .1 2 .8
Paper........................................................ 9 3 .3 1 .8 0 .5
Motion picture...................................... 4 6 .8 6 .5 1.4
R ea lty ...................................................... 5 3 .1 1.4 0 .2
Automobile............................................. 17 54.3 28.2 0 .6
Coal and coke........................................ 8 1 .6 0 .7 Def. 0 .5
Copper..................................................... 6 3 .3 0 Def. 0 .8
Railroad equipment............................. 9 11.3 1.8 Def. 1 .5
Building supplies.................................. 11 3.6 0 Def. 2 .4
Automobile parts and accessories 

(excl. tires)........... ' ........................... 26 13.0 4 .6 Def. 2 .5
Machinery.............................................. 17 8 .7 1.8 Def. 3 .6
Steel......................................................... 17 59.6 6.1 Def. 28.6
Miscellaneous........................................ 55 31.9 20.3 14.5

Total 20 groups............................ 293 323.9 137.5 25.0

Telephone (net operating income).. . 101 67.6 69.3 58.7
Other public utilities (net earnings). 50 90.7 78.1 68.7

Total public utilities................... 151 158.3 147.4 127.4

Class I  Railroads (net operating
income)............................................... 167 176.5 107.1 66 0

Building
Although continuing much below the level of a year 

ago, the total value of building and engineering contracts 
awarded in the 37 States covered by the F. W . Dodge 
Corporation report increased from March to April by 
slightly more than the usual seasonal amount. The some
what greater activity in April reflected entirely an in
crease in contracts for public works and utilities —  
chiefly highway work. Residential contracts declined un- 
seasonally, while other non-residential work showed 
about the usual decrease for April. Changes in the value 
of the three principal groups of building and engineer
ing work undertaken during the past five years are indi
cated in the accompanying diagram, which is based on 
the daily average amount of contracts awarded, with 
an adjustment in each month’s figures for the ordinary 
seasonal influences. The daily average awards of con

MILLIONS OF DOLLARS

1928 1929 1930 1931 1932
Average Daily Value of Building Contracts Awarded in 37 States, 

Adjusted for Seasonal Variation (Based on F. W. Dodge 
Corporation data)

tracts for the first three weeks of May have also been 
added to the diagram, and indicate that public works 
and utilities projects showed some further expansion in 
May, while residential and other non-residential work 
continued at about the lowest levels in recent years.

In the first four months of 1932 the total of construc
tion projects of all kinds was only about one-third of 
the value for the corresponding period of last year. 
Public works and utilities contracts showed a combined 
decrease of 72 per cent, residential work was reduced by 
65 per cent, and other non-residential contracts, includ
ing factory and commercial buildings, were down 57 
per cent.

Contrary to the general tendency, April contracts in 
the Metropolitan area of New York were 9 per cent 
smaller than in March; this unseasonal movement was 
attributed largely to unsettlement in the building wage 
situation. The April total of this year was only 20 per 
cent as large as a year ago, and for the first four months 
of the year construction contracts have shown a decline 
of 76 per cent from 1931 in this territory.

C om m od ity  Prices
The general level of wholesale commodity prices con

tinued to move in a fairly narrow range during May, 
but the predominant tendency again appears to have been 
downward. Accordingly, the weekly index of the Bureau 
of Labor Statistics, which includes the prices of almost 
800 commodities, declined 1 point further. A  number 
of the most important commodities, including wheat,
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Price Indexes of Raw M ateria ls  and Finished Products (Bureau of 
Labor Statistics figures)

corn, raw sugar, hides, lead, silver, and the fuels, showed 
no significant price changes for the month as a whole. 
The discussion of a tariff on rubber imports resulted in 
a sharp but temporary rise in rubber prices early in the 
month, but prices subsequently declined to a new low 
level in the history of the commodity. Silk, copper, and 
scrap steel likewise were at the lowest prices of record, 
and hogs, cotton, and wool reached new low levels for 
the current depression. The price of tin, however, 
showed a moderate increase; zinc, after declining to the 
lowest level of record, recovered more than y 2 cent; and 
the price of steers, following a decline early in the month 
to a new low level for the current depression, also re
covered nearly to the level of the close of April.

The accompanying chart compares movements in the 
prices of raw materials and of finished products, as indi
cated by the Bureau of Labor Statistics group indexes. 
Beginning in 1913 and 1914 at approximately the same 
relative level, raw material prices advanced more rapidly 
and further during the war period than did prices of 
finished goods, and during the depression of 1921 raw 
materials similarly declined faster and further. In the 
post-war period, equilibrium was established principally 
by a recovery in raw material prices. The two groups 
then fluctuated at about the same relative levels until 
late in 1929. In the current depression, the drop in raw 
materials has again been much sharper than the decline 
in finished goods. Raw material prices have now reached 
a level materially below the pre-war average, whereas 
wholesale prices of finished products are still slightly 
above the pre-war level. At present, the spread between 
the two series is about as wide as at any time in the past 
twenty years.

Indexes of Business A ctiv ity
The limited data now available for May show no signs 

of an improvement in general business. Car loadings 
of merchandise and miscellaneous freight declined mate
rially in the first three weeks of May, canceling all of the 
April advance, and car loadings of bulk freight were 
reduced further, instead of showing the seasonal upswing 
which usually begins in May. It is estimated that bank 
debits in 140 centers outside of New York City declined

more than seasonally from the April level, but the sea
sonally adjusted figures appear to have remained above 
the low level of March. Department store sales in New 
York City and vicinity in the first half of May showed 
a decline of 22 per cent in dollar value from the corre
sponding period of a year ago, or about the same reduc
tion, as occurred in April.

No consistent change in general business activity 
during April was shown by this bank’s seasonally 
adjusted indexes. Increases occurred in sales of depart
ment stores, in chain store sales, and in bank debits out
side of New York City, and the number of railroad cars 
loaded with merchandise and miscellaneous freight 
increased by the customary amount. On the other hand, 
car loadings of bulk freight were reduced somewhat, due 
to a marked contraction in shipments of coal, exports of 
merchandise to foreign countries decreased moderately, 
and imports failed to show the expected seasonal increase.

(Adjusted for seasonal variations, for usual year-to-year growth, and where 
necessary for price changes)

1931 1932

Apr. Feb. M ar. Apr.

Primary Distribution
Car loadings, merchandise and misc........ 80 62 58 58
Car loadings, other....................................... 74 58 60 56

69 55 51 49 p
72 65 65 62 p

Waterways traffic......................................... 66 43 40 42
Wholesale trade............................................. 93 80 81 75

Distribution to Consumer
Department store sales, 2nd D ist............. 102 80 77 82
Chain grocery sales...................................... 96 73 72 73
Other chain store sales................................ 95 84 75 83
M ail order house sales................................. 102 76 59

78 66 62 62
Gasoline consumption.................................. 84 72 73
Passenger automobile registrations........... 63 37 27 p

General Business Activity
Bank debits, outside of New York C ity.. 85 66 62 70
Bank debits, New York C ity ..................... 87 62 60 65
Velocity of bank deposits, outside of New

York C ity ................. ................................. 90 81 77 86
Velocity of bank deposits, New York City 99 70 68 67
Shares sold on N . Y . Stock Exchange. . . 130 82 72 71
Life insurance paid for................................. 93 92 80 75
Postal receipts............................................... 87 73 72 71
Electric power................................................ 86 74 73p
Employment in the United States........... 80 69 68 66
Business failures............................................ 108 114 121 124
Building contracts......................................... 61 26 21 24
New corporations formed in N . Y . State. 89 82 78 83
Real estate transfers.................................... 55 50

General price leve l*...................................... 155 136 137 134
Composite index of wages*........................ 217 201 201 197
Cost of liv in g *............................................... 149 137 136 135

p Preliminary *1913 average=100

Production

The gradual increase in activity of the steel industry 
which was initiated in April continued through the 
middle of May, contrary to the usual seasonal movement. 
Activity this year, after declining to 21 per cent of esti
mated capacity at the middle of April, subsequently 
increased to an average level of about 24 per cent in 
May, whereas in the previous two years, the operating 
rate declined seasonally in the period, as the accompany
ing diagram indicates. The belated seasonal increase in 
steel mill operations accompanied some further expan
sion of automobile production in May. Output of crude 
petroleum during May was seasonally higher than in
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PERCENT

Ratio of Steel M il l Operations to Theoretical Capacity, 1932 Com
pared w ith  1931 and 1930 (Iro n  Age figures)

April, but bituminous coal production decreased con
trary to the usual movement, and cotton goods produc
tion was curtailed in accordance with the seasonal 
tendency.

For the month of April as a whole, this bank’s indexes 
of production again show about an even balance between 
the number of increases and the number of declines from 
the previous month, but decreases appear to have pre
dominated in the more important industries. The com
bined production index of the Federal Reserve Board, 
which is corrected for seasonal variations but not for the

(Adjusted for seasonal variations and usual year-to-year growth)

1931 1932

Apr. Feb. M ar. Apr.

Metals
Pig iron ........................................... 59 31 28 25
Steel ingots . ........................................... 59 35 29 26

62 r 48r 50r 40r
50 35 35 34

T in  deliveries ...................................... 84 38 41 42

Automobiles
Passenger cars............................................... 65 26 23 27
M otor trucks.................................................. 79 46 30 42

Fuels
Bituminous coal............................................ 83 65 75 60p
Anthracite coal............................................... 90 66 77 91p

72 46 44r 43
Petroleum, crude........................................... 87 74 73 73 p
Petroleum products...................................... 81 67 63

Textiles and Leather Products
Cotton consumption.................................... 82 74 74 60
Wool mill activ ity ......................................... 74 70 55 37 p
Silk consumption........................................... 84 84 65 67
Leather, sole................................................... 89 74
Leather, upper............................................... 94 79
Boots and shoes............................................. 110 91 95p 97 p

Foods and Tobacco Products
Live stock slaughtered................................. 99 100 90 100
Wheat flour r ................................................. 94r 82r 85 r 88r
Sugar meltings, U S ports........................ 71 54 55 52
Tobacco products......................................... 98 81 77 78

Miscellaneous 
Cement............................................................ 87 48 45 41
Tires.................................................................. 70 56 47
Lumber............................................................ 54 26 31 32
Printing activ ity ........................................... 85 76 72
Paper, newsprint........................................... 89 83 89 81
Paper other than newsprint...................... 84 72 p 72 v
Wood pu lp ...................................................... 78 73 72

p Preliminary r Revised

growth of industry, dropped 3 points further to a level 
which equals the 1921 low. Sharp curtailment was 
shown in production of bituminous coal and lead, in 
mill consumption of raw cotton, and in wool mill activ
ity, and smaller declines occurred in output of pig iron 
and steel ingots. Little change occurred in the adjusted 
indexes of production of crude petroleum, tobacco prod
ucts, and lumber, and of mill consumption of raw silk. 
On the other hand, automobile production expanded 
more than usually, wheat flour production did not show 
any of the seasonal decline, and the adjusted indexes of 
live stock slaughterings and of shoe production also 
increased.

E m ploym en t and W ages

A further decline in the number of people employed 
and in wage payments occurred in April. Reporting 
factories in New York State reduced the number of their 
workers considerably more than seasonally from March 
to April to the lowest level in the period for which the 
figures are available. In the country as a whole, factory 
employment declined sharply to a new low level for 
many years, and it is estimated that the number of 
persons engaged in manufacturing industries, alone, was 
the lowest since 1908. The American Federation of 
Labor report on unemployment among its members indi
cates that the proportion out of work increased from 
22.8 per cent on April 1 to 22.9 per cent on May 1, which 
is contrary to the seasonal tendency. The supply of 
farm labor declined slightly more than usually in April, 
but demand failed to show seasonal expansion.

Factory payrolls in New York State for April dropped 
much more than would be expected on the basis of past 
experience and reached a new low level for the current 
depression. For the country as a whole payrolls declined
6 per cent to a level 56 per cent below the 1929 peak. 
The average weekly remuneration of New York State 
workers who are now employed decreased 3 per cent to 
the lowest level since 1919.

Crops

The Department of Agriculture estimate of crop con
ditions on May 1 places this year’s winter wheat crop 
at 440,000,000 bushels, which is 44 per cent below the 
large 1931 crop and 20 per cent below the 1924-1928 
average. The acreage sown to winter wheat last autumn 
was 10 per cent less than in the previous autumn, acreage 
abandonment has been large, and the lack of moisture 
has resulted in a poor condition of the crop. The esti
mate for all of the principal producing States is well 
below the harvest of a year ago, and for a majority of 
these States is under the five year average. In Kansas, 
which last year produced 240,000,000 bushels, or 30 
per cent of the total harvest, this year’s crop is estimated 
at only 87,000,000 bushels.

In other crops, the condition of hay is the lowest in 
many years, and the condition of early potatoes and of 
oats in ten reporting Southern States is considerably 
below the level of a year ago.
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Reporting department stores in this district showed 
April sales 22 per cent below last year, a slightly larger 
decline than was reported in March. Reductions in sales 
of New York City and Rochester stores were about the 
same as the average for this district, while the sales in 
Buffalo, Bridgeport, Southern New York State, and 
the Capital District were about 27 per cent smaller than 
last year, and even larger declines were reported in 
Syracuse and Northern New York. On the other hand, 
somewhat less than the average decrease was shown by 
the Newark, Hudson River Valley, and Westchester 
reporting stores. Sales of the leading apparel stores 
continued considerably lower than a year ago.

For the first half of May, department stores in the 
Metropolitan area of New York reported practically the 
same decrease in sales from a year ago as in April.

Stocks of merchandise on hand at the end of April, 
at retail valuation, continued to show substantial re
ductions from last year. Collections during April con
tinued to be slower than in 1931 in all localities except 
Rochester.

D e p a r t m e n t  S t o r e  T r a d e

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
March 31 

collected in AprilNet sales
Stock 

on hand 
end of 
monthApril

Jan. 
to Apr. 1931 1932

New Y o rk .........................................
Buffalo...............................................
Rochester...........................................
Syracuse.............................................
Newark...............................................
Bridgeport.........................................
Elsewhere...........................................

Northern New York State . . . .
Southern New York State........
Hudson River Valley D istrict..
Capital District...........................
Westchester District...................

— 22.0  
— 26.8  
— 23.7 
— 32.0  
— 18.2 
— 27.3  
— 23.6  
— 33.1 
— 27.5  
— 16.1 
— 27.4  
— 18.1

— 19.2
— 19.9
— 24.8
— 28.3
— 15.6
— 23.1
— 20.8

— 19.3
— 16.5
— 36.5
— 13.4
— 10.2
— 20.4
— 15.0

47.8
46.8  
43.4
29.0  
41.6
37.0
33.1

44.9
41.9
43.7
25.8  
39.4  
34.3
30.8

A ll department stores............ — 22.1 — 19.2 — 17.9 44.1 41.3

Apparel stores.......................... — 27.1 — 25.8 — 22.7 43.9 41.5

Net sales 
percentage change 

April 1932 
compared with 

April 1931

Stock on hand 
percentage change 

April 30, 1932 
compared with 
April 30, 1931

Toilet articles and drugs....................... +  0 .3 +  0 .3
Cotton goods............................................ — 13.3 — 19.2
Home furnishings.................................... — 13.6 — 13.3
Hosiery...................................................... — 17.8 — 19.3
Books and stationery............................. — 18.6 — 16.4
Woolen goods........................................... — 19.1 — 13.1
Silverware and jew elry.......................... — 19.7 — 12.6

— 20.7 —  4 .7
Linens and handkerchiefs..................... — 21.1 — 16.8
Silks and velvets..................................... — 21.2 — 26.9
Women’s ready-to-wear accessories.. . — 24.5 — 18.4
M en’s furnishings................................... — 24.8 — 11.2
Furniture................................................... — 26.0 — 19.0
Luggage and other leather goods........ — 28.6 — 18.1
Women’s and Misses’ ready-to-wear.. — 28.7 — 26.5
Toys and sporting goods....................... — 29.6 —  7.3
M en’s and Boys’ wear........................... — 33.0 — 12.4
Musical instruments and rad io........... — 38.9 — 15.1
Miscellaneous........................................... — 18.4 — 21.3

W holesale T rade
April sales of the reporting wholesale dealers averaged

30 per cent below last year, a larger reduction than has 
previously been reported to this bank. Sales of station

ery, drugs, shoes, paper, and silk goods were reduced by 
larger percentages than in any other month in the period 
covered by the reports to this bank. Concerns in the 
men’s clothing, jewelry, and diamond trades also re
ported somewhat larger decreases than in the previous 
month, but sales of hardware and cotton goods showed a 
somewhat smaller decline, and machine tool orders, as 
reported by the National Machine Tool Builders Associa
tion, also declined less from a year ago than in March.

Merchandise stocks held at the end of April continued 
to show substantial decreases from a year previous in all 
reporting lines, except drugs, stocks of which remained 
larger than a year ago, and silk, the amount of which 
was little changed. Collections in April continued on 
the average to be somewhat slower than in 1931.

Commodity

Percentage 
change 

April 1932 
compared with 

March 1932

Percentage 
change 

April 1932 
compared with 

April 1931

Per cent of 
accounts 

outstanding 
March 31 
collected 
in April

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1931 1932

M en’s clothing...............
Cotton goods.................
Silk goods.......................
Shoes................................

Machine tools**.............

Diamonds.......................
Jewelry............................

—  6.9  
— 37.2  
+  9 .3
—  9 .8 *  
— 35.9 
— 24.4  
+ 1 7 .5  
+ 2 6 .1  
— 16.9 
— 13.3 
— 12.5
—  9.9

—  6 .0

—  4 .0
—  3 .3 *  
— 10.7
—  2.4
—  1.3

—  *2!8 
+  9 .4

— 12.9
— 39.5
— 27.4
— 24.3*
— 39.6
— 29.0
— 26.6
— 60.9
— 32.1
— 34.1
— 55.2
— 44.4

— 21.3

— 21.0
—  0 .3 *  
— 14.1 
+ 1 5 .2
—  7.8

— 30.0
— 23.9

79.2
33.3
34.0  
56.2  
46.8
31.6
46.0

76‘.3
56.7

} 16.7

82.9
29.8
34.5  
56.1
33.7
27.8  
40.0

62’.9
53.5

} 15.8

Weighted average. . . — 13.1 — 30.1 51.4 49.3

*  Quantity not value. Reported by Silk Association of America 
* *  Reported by the National Machine Tool Builders Association

Chain Store T rade
The April sales of the reporting chain store systems 

were about 11 per cent below 1931, a somewhat larger 
year-to-year decline than has been reported previously. 
All groups of chain stores, except candy chains, reported 
greater reductions in sales than in March, and in the 
case of the candy group, the increase was the smallest 
since last November. In the case of the drug and variety 
stores, the declines were the largest in a number of 
months, while for the ten cent and shoe chains the de
clines were larger than were ever before reported by 
these types of chains. After allowing for changes in the 
number of stores operated, the chain organizations gen
erally showed even larger declines in sales per store than 
in total sales, as the number of stores has still continued 
to increase slightly during the past year.

Percentage change April 1932 
compared with April 1931

Type of store Number
of

stores
Total
sales

Sales
per

store

+  0 .7 —  7.3 —  8 .0
+  1.4 — 15.1 — 16.3

D ru g ................................................. +  1.1 —  8.9 —  9 .9
—  0.9 — 35.7 — 35.2
+  3.3 —  6.8 —  9 .8
+ 2 0 .9 +  1.7 — 15.9

To ta l........................................ +  1.6 — 11.3 — 12.6
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and Minerals Combined, Adjusted for Seasonal 
Variation (1923-25 averager=100! per cent)

Index Numbers of Building Contracts Based on 
Three Month Moving Averages of F. W. 
Dodge Corporation Data for 37 States, Ad
justed for Seasonal Variation (1923-25 

average — lQO per cent)
MILLIONS OF DOLLARS

Reserve Bank Credit (Monthly averages of daily 
figures for 12 Federal Reserve Banks; latest fig
ures are averages of first 23 days of May)

BILLIONS OP DOLLARS 10

1927 1928 1929 1930 1931 1932 
Monthly Averages of Weekly Figures for Reporting 
Member Banks in Leading Cities (Latest fig* 

ures are averages of first three weeks of May)
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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

(Summarized by the Federal Reserve Board)

I NDUSTRIAL activity and factory employment declined substantially from 
March to April, although usually little change occurs at this season. 

Purchases of Government securities by the Federal Reserve Banks have con
tinued during April and the first three weeks of May and there has been a 
considerable growth in the reserves of member banks.

Production and Employment

Volume of industrial production, as measured by the Board’s seasonally 
adjusted index, decreased from 67 per cent of the 1923-1925 average in March 
to 64 per cent in April. Reductions in activity were reported for many leading 
industries, with sharp declines at cotton and woolen mills and at bituminous 
coal mines; in the automobile industry output increased from the low level of 
March by more than the usual seasonal percentage, and in the steel industry, 
where activity had declined from early February to the middle of April, pro
duction increased somewhat between the middle of April and the third week 
of May.

The number of wage earners employed at manufacturing establishments 
declined further between the middle of March and the middle of April and 
there was a substantial reduction in factory payrolls. Large decreases in 
employment were reported for the iron and steel, machinery, and textile 
industries, while the volume of employment in the food and leather industries 
showed the usual seasonal changes.

Daily average value of building contracts awarded during April and the 
first half of May, as reported by the F. W. Dodge Corporation, showed a 
seasonal increase over the first quarter. A substantial increase was reported 
for public works and public utilities, while residential building continued at the 
low level of the first quarter, showing none of the usual seasonal expansion.

Distribution

Freight car loadings of merchandise showed little change in volume from 
March to April, continuing at the level prevailing since January, although 
increases are usual during this period. Sales by department stores increased 
considerably in April.

Wholesale Prices

Wholesale prices of commodities declined from 66 per cent of the 1926 
average in March to 65.5 per cent in April, according to the Bureau of Labor 
Statistics, and in the first three weeks of May further decreases in the prices of 
many leading commodities were reported. Downward movements in textiles, 
nonferrous metals, and imported raw materials, as well as in most domestic 
agricultural products except wheat, were offset in part by increases in the 
prices of coffee, petroleum, and petroleum products.

Bank Credit

Further purchases of U. S. Government securities by the Federal Reserve 
Banks were made during April and the first three weeks in May, and on May 18 
total holdings were $1,466,000,000. The funds placed in the market through 
these purchases between April 6 and May 18 were used to the extent of 
$170,000,000 in a further reduction of member bank indebtedness to the Reserve 
Banks; and to the extent of $122,000,000 in meeting a demand for gold from 
abroad; at the same time member banks accumulated reserve balances consider
ably in excess of legal requirements. During May the demand for currency, 
which had declined in April, increased somewhat, contrary to usual seasonal 
movement.

Loans and investments of reporting member banks in leading cities, which 
had declined continuously until the middle of April, showed little net change 
between April 13 and May 18. The banks> investments increased by nearly 
$300,000,000, chiefly in New York City, while loans declined by about an equal 
amount. There was also a growth in net demand deposits, which reflected in 
part an increase in bankers’ balances deposited in New York City banks.

Money rates in the open market continued easy. Rates on commercial paper 
were reduced about one-half per cent to a range of 2%-3 per cent for prime 
names, and the offering rate on 90-day bankers acceptances, which had advanced 
to 1% per cent in the first week of May, declined on May 11 to the previously 
prevailing rate of % of one per cent.
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Federal Reserve Agent Federal Reserve Bank, New York July 1,1932

Money Market in June
The outstanding development in the financial situation 

during the past month has been the virtual completion 
of the repatriation of the funds o f foreign central banks 
which accumulated in this country a few years ago. The 
termination of this movement, which is discussed on a 
subsequent page of this Review, left the amount o f short 
term foreign funds in this market substantially less than 
the amount of American funds employed abroad. A fter 
the middle of June, gold exports from the United States 
were almost entirely confined to shipments o f gold which 
had previously been taken out of the gold stock o f this 
country by earmarking transactions, and there were 
small imports of gold from  Latin America and Far East
ern countries and Canada, so that the monetary gold 
stock of the United States rose slightly.

The gold losses of early June were largely offset, in 
their effect on the position o f member banks, by contin
ued purchases of Government securities by the Reserve 
Banks, which during the month as a whole amounted to 
about $230,000,000. Consequently, the member banks 
were under no pressure as a result of the gold movement, 
and continued to hold substantial excess reserves.

Towards the end of the month an additional demand 
upon the money market rose from currency withdrawals 
in connection with month end and holiday requirements 
and with the closing of a number o f small neighborhood 
banks in the environs of Chicago which led to with
drawals from a number of other banks.

These events were reflected in  the New York money mar
ket in withdrawals of funds by out of town banks, and 
in addition there were some sales of acceptances and 
securities in the New York market. The result was a 
heavy drain on the New York banks for a few days. 
The New York money market banks met these demands 
easily, however, and continued to hold moderate amounts 
of excess reserves throughout the period.

Open market money rates continued at low levels dur
ing June. As the accompanying diagram indicates, all 
the important open market rates had fallen below the 
discount rate of the Federal Reserve Bank of New York 
by the beginning of June, and effective June 24 the dis
count rate was reduced from 3 to 2%  per cent. This 
action was followed the next day by a reduction in the 
discount rate of the Federal Reserve Bank of Chicago 
to 2 %  per cent. The buying rates o f the Federal Re
serve Bank of New York for indorsed bankers accep
tances, which, in the virtual absence of offerings of

bills in recent months, had beea left above the market 
rates by the rapid decline in those rates, were reduced 
to approximately the rates being paid by dealers for 
unindorsed bills. This brought the Reserve Bank buying 
rates within the reach of dealers and banks, so that 
when the banks find it advisable they can obtain addi
tional funds through the sale o f bills.

Money Hates at New York

June 30, 1931 May 31, 1932 June 30, 1932
Stock Exchange call loans...................... I X 2 X 2 XStock Exchange 90 day loans................ I X *1X *IXPrime commercial paper........................ 2 2%-  3 2X-2HBills—90 day uninaorsed....................... X Vs 3ACustomers’ rates on commercial loans.. 
Treasury securities

f3 .46 f4 .10 f4 .21
Maturing September 15 (yield)........ .42 .10 .09
Maturing December 15 (yield)..........

Federal Reserve Bank of New York re
.52 .28 .32

discount rate.......................................
Federal Reserve Bank of New York

I X 3 2 X
buying rate for 90 day indorsed bills 1 2 X 1

* Nominal f Average rate of leading banks at middle of month

RATE

Discount Rate of Federal Reserve Bank of New York, and Open
Market Rates for Acceptances, Commercial Paper, and

Stock Exchange Time Money
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The total loans and investments of weekly reporting 
member banks have shown alternate increases and de
creases of substantial amount during the past month, but 
in general have remained within about the same range as 
in the two previous months. The loans and investments 
of New York banks have remained somewhat above the 
lowest point reached early in April, and outside of New 
York there was only a small net decline during June.

A n important factor in the wide fluctuations during 
the past month has been changes in the ‘ ‘ all other ’ ’ loans 
due to alternate large loans and repayments of 4‘ Federal 
funds” . These transactions represented temporary loans 
of funds by banks with excess reserves to banks in need 
of additional reserves. Excluding such transactions, the 
real commercial loans which are included in the “ all 
other”  loans appear to have continued to decline gradu
ally. Security loans and investments in securities other 
than Government issues also showed some reduction, but 
holdings of Government securities showed a further sub
stantial increase, due chiefly to subscriptions to the 
June 15 issues.

J u n e  T r e a s u r y  F i n a n c i n g  O p e r a t io n s

On June 15, a total o f $790,000,000 of new Treasury 
certificates and notes was allotted, of which $374,000,000 
represented an issue of 1 %  per cent one year certificates 
of indebtedness and $416,000,000 a 3 per cent three year 
Treasury note issue. Subscriptions to the Treasury 
offering of these issues totaled nearly four times the 
amount of securities offered, and quotations on the new 
securities soon advanced to a premium.

The Treasury tax period operations centering on 
June 15 passed with no visible effect on the money 
market, due principally to the fact that, of the $325,- 
000,000 of 2 %  per cent certificates of indebtedness that 
came due on the 15th, $248,000,000 were tendered in 
exchange for the new certificate and note issues. Further
more, there were sizable sales o f the new issues for cash, 
and somewhat more than the usual amoulnt of the 
matured Treasury obligations remained outstanding 
after the 15th. Consequently, payments by the Treasury 
for matured securities, together with interest on the 
public debt and other ordinary expenditures, did not 
exceed the receipts for the day and the balances which 
the Treasury had on deposit at the Reserve Banks. The 
Treasury, therefore, closed its books on June 15th with 
a small credit balance at the Reserve Banks, whereas 
ordinarily the Treasury finds it necessary to sell special 
one day certificates of indebtedness to the Reserve Banks 
to cover its temporary excess of expenditures on the 
quarterly tax date. The proceeds of income tax collec
tions in the next few days after June 15th restored the 
Treasury balances at the Reserve Banks to at least their 
normal level. Income tax collections for the month 
totaled about $160,000,000, as compared with $192,000,- 
000 at the March collection and $293,000,000 in June 
of 1931.

The June 15th financing operations of the Treasury 
were supplemented by two issues of Treasury bills which 
were entirely refunding operations. The June 1 issue 
of Treasury bills which was for $100,000,000 was floated

M ember  B a n k  Credit at an average cost to the Treasury of 0.32 of one per 
cent, and the June 29 issue, also for $100,000,000, was 
priced to yield 0.41 of one per cent. The offerings of 
both of these Treasury bill issues were considerably 
oversubscribed.

B i l l  M a r k e t

During the first week of June, dealers’ purchases of 
bills exceeded their sales, which were affected by the ab
sence of foreign bank buying, and portfolios rose to the 
highest level since March. In the next two weeks, the 
volume of bills offered to the discount market by accept
ing and discounting banks declined to a small volume, 
and the portfolios of the dealers consequently were re
duced by the excess of sales for this period. In the last 
week o f the month, however, dealers ’ portfolios rose once 
again due to sales of bills by Chicago banks, and concur
rent with this increase the bill holdings of the Reserve 
Banks also advanced somewhat in the week ended June 
29, reflecting bills purchased from  the dealers under re
purchase agreement. This was the only material change 
in Reserve Bank holdings except for a rise around the 
middle o f the month when a block of bills was purchased 
from the bills held for foreign account by this bank.

Open market rates for bills were unchanged until after 
the reduction in the Federal Reserve Bank of New 
Y ork ’s buying rate for bills, which, effective June 24, 
became one per cent for maturities not exceeding 90 
days, as compared with the previous rate of 2 y2 per cent. 
Most of the dealers immediately reduced their bid and 
offered rates by %  per cent, and the reduction became 
general on June 30. The offering rates of all dealers then 
became %  of one per cent for one to ninety day bills, 
%  of one per cent for four month bills, and 1  Ys per 
cent for five and six month maturities.

The tendency for accepting and discounting banks to 
withhold new bills from  the discount market, which has 
been noted for several months, has resulted in the ac
cumulation by the accepting institutions of about two- 
thirds of all the bills outstanding. The accompanying 
diagram indicates that at the close of May accepting' in
stitutions held $510,000,000 of bills, an increase of 
$55,000,000 during the month, while the total volume of

MILLIONS OF DOLLARS

Total Volume of Bankers Acceptances Outstanding1 and 
Amount Held by Accepting Institutions
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bills outstanding on May 31 showed a drop of $92,- 
000,000 for  the month to $787,000,000. As compared 
with a year ago when the accepting banks held only one- 
third of the amount outstanding, holdings of the accept
ing banks have increased $46,000,000, while the total 
volume of acceptances outstanding has been reduced 
$625,000,000, or 44 per cent. Most of the decline in the 
amount of bills held by investors other than the accept
ing institutions represents the withdrawal from  the ac
ceptance market of foreign banks which converted their 
funds in this market into gold.

C o m m e r c ia l  P a p e r  M a r k e t

The investment demand for prime commercial paper 
on the part of the banks throughout the country con
tinued to exceed the amount of new drawings of paper 
during June. Open market rates showed a downward 
tendency throughout the month; during the first part 
of the period the prevailing range for  best names became 
established at 2 % -2 %  per cent, as compared with the 
2%-3 per cent level reached around the middle of May, 
and subsequently some choice paper moved at 2 /̂i 
per cent.

A  further increase in the amount of open market 
commercial paper outstanding occurred during May, 
and outstandings of $1 1 1 ,000,000 reported to this bank 
by dealers on May 31 were one per cent larger than a 
month earlier. The small increase in May marked the 
third successive increase in outstandings, which, how
ever, remained 64 per cent smaller than a year ago.

Security Markets
Domestic corporation bond prices showed a consider

able rise during the first week o f June, which was attri
buted to the successful passage through Congress of the 
tax measure and also to the anticipation of the organi
zation of a bond buying pool. On June 3 the formation 
of the American Securities Investing Corporation was 
announced in the following statement:

“ A corporation is in process of organization for the 
purpose of acquiring sound investments in the security 
markets. Funds for investment will be made available to 
the corporation through the sale of its debenture bonds.
For such bonds initial subscriptions have already been 
received in the amount of $100,000,000 from New York
banking institutions.................

“  Various banking institutions in leading centers out
side New York City have already signified their intention 
of joining the group which is undertaking to subscribe 
for the debentures of the corporation. . . . .

1 i The corporation purposes to make its initial purchases 
in the bond market. Its policy in acquiring investments 
must manifestly be based in large measure upon its con
fidence in final action by Congress in effectively balancing 
the budget and thus manifesting its determination to 
maintain intact the Government’s credit.”

During this period, domestic corporate bonds rose 
about five points, thereby canceling about half of the 
decline that occurred in the previous month. This ad
vance is shown in the accompanying diagram, which 
indicates that the most sizable recoveries were in rail
road issues which previously had shown the largest 
declines. A fter attaining these higher levels, corpora
tion bonds maintained a fairly stable level until late in 
the month when a gradual decline occurred.

PRICE

Movements of Bond Prices (Standard Statistics Company corpo
ration bond indexes, and Federal Reserve Bank of New York 

average o f 11 United States Government bonds)

The diagram also indicates a gradual advance in 
United States Government bond prices, followed by a 
period of stability at a fairly high level during the latter 
part of June. Long term Treasury bond issues rose 
about 2 Y2 points on the average during June, and the 
Liberty Loan issues, which have nearby call dates, 
showed smaller advances.

Foreign bond prices likewise advanced during the 
first half of the month, and subsequently showed little 
change. A  price average representative of the foreign 
bond list closed the month about 2 %  points above the 
early June low.

A fter reaching new low levels on the opening day of 
the month, stock prices held fairly steady throughout 
June. Representative price averages generally fluctu
ated within a range of about five points, and closed the 
month at about the opening low levels. Public utility 
and bank stocks were slightly higher at the end of the 
month than at the opening, while the rails and indus
trials were slightly lower. The comparative steadiness 
of stock prices during June followed a persistent down
ward movement which had been under way since early 
in March. Trading activity declined to the smallest 
volume in many years; on several fu ll trading days, 
the turnover o f stocks on the New York Stock Exchange 
was between 400,000 and 600,000 shares, as compared 
with 5,000,000 and 6,000,000 shares for average days in 
1929. It is necessary to go back to 1924 in order to find 
markets as inactive as those on some days of the past 
month.

New Financing
Aside from  United States Government issues, the 

flotation of new securities continued at a low ebb in 
June. The volume of offerings at around $100,000,000, 
including refunding issues, was only one-quarter o f the 
amount put out in June of last year and about one- 
seventh of the June 1930 issues. O f the June total this 
year, $30,000,000 represented an issue of Federal Inter
mediate Credit Bank debentures for three to twelve 
month periods in replacement of $33,000,000 of deben
tures which matured on June 15. In addition, there
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were a number of State and municipal offerings, the 
largest of which was a State of New Jersey $18,000,000 
serial bond issue which was sold at yields of 3.50 to 
4.35 per cent according to maturity. Corporate financ
ing, as for some months past, was of very limited pro
portions, and there continued to be a complete cessation 
o f foreign security offerings in this market.

International Movement of Short Term Funds
A n unprecedented outward movement of short term 

foreign funds from this country during 1931 is indicated 
in a report recently issued by the Department of Com
merce. This movement, amounting in the net to $765,- 
000,000, was the result of a withdrawal of $1,275,000,000 
of foreign funds from  this market which was offset in 
part by a reduction of $510,000,000 in American funds 
employed abroad. The details o f this flow of funds are 
presented in the following table.

(In millions of dollars)

Dec. 31, 1930 Dec. 31, 1931 Change

D ue to Foreigners
Foreign deposits with American banks 1,640 1,022 — 618
Acceptance credits and advances and

overdrafts from foreigners.. . . . . . .
Short term investments of foreigners in:

51 47 — 4

American acceptances................ - 792 303 — 489
U.S. Treasury bills and certificates 86 39 — 47
All other short term loans.............. 168 51 — 117

Total............................................. 2,737 1,462 — 1,275
D ue from  Foreigners

American deposits abroad................. 294 125 — 169
Advances and overdrafts to foreigners 212 279 + 67
American short term investments

abroad .............................................. 94 57 — 37
Other short term loans....................... 323 310 — 13
Acceptance credits to foreigners........ 879 521 — 358

Total............................................ 1,802 1,292 — 510

Net Short Term Indebtedness to For
eigners on Banking Account.............. 935 170 — 765

The decline in foreign short term funds in this mar
ket was brought about chiefly by a withdrawal o f de
posits amounting to $618,000,000 and a reduction of 
$489,000,000 in foreign holdings of dollar acceptances. 
This movement occurred largely during the period im
mediately following the suspension of gold payments of 
Great Britain on September 21, and resulted from  the 
policy adopted by a number o f foreign central banks o f 
converting their foreign assets into gold, as well as from 
a loss of confidence on the part o f private foreign in
vestors in investments outside of their own countries.

The reduction in American funds abroad took place 
primarily through a decline of $358,000,000 in the vol
ume of dollar acceptances originating under credits 
granted to foreigners. This decline was indicative in 
part of the difficulty encountered by American accept
ing institutions in extending credits to foreigners in 
view of the disturbed financial conditions and the foreign 
exchange restrictions which existed in a number o f coun
tries, but it was associated also with the marked shrink
age in the value o f world trade. Smaller declines were 
shown in American deposits and short term investments 
abroad, while an increase occurred in advances and over
drafts granted to foreigners.

The repatriation of foreign funds in 1931, together 
with a smaller outflow in 1930, reduced the amount of

short term foreign funds in this country by more than 
half— from  more than three billion dollars at the end of 
1929 to less than one and one-half billion at the end of 
1931.

This huge reduction in the amount of foreign funds 
in this market was offset only to a small extent by with
drawals of American funds from  abroad, yet the United 
States had a net gain through gold movements and ear
marking transactions of about $10 0 ,000,000 during the 
two years. In 1931 the $765,000,000 reduction in the net 
short term indebtedness to foreigners was accompanied 
by a net gold loss through shipments and earmarking 
transactions between this and other countries of only 
$175,000,000. This indicates that the reductions in for
eign funds have been absorbed to large extent in meeting 
payments due the United States on the balance of mer
chandise and other transactions and on long term indebt
edness to this country.

Although comparable figures are not available for  a 
later date, information that has been reported to this 
bank has indicated a further rapid outflow during the 
first six months o f 1932, so that the amount of foreign 
funds now on deposit or employed in short term invest
ments in this market is believed to represent little more 
than a reasonable amount of working balances.

The amount of American short term funds employed 
abroad has also shown some further decline during the 
first half o f 1932, but the total, including funds em
ployed in central European and other countries which 
cannot be withdrawn under present circumstances, is 
now much larger than the amount o f foreign funds re
maining in the United States.

Gold Movement
During the first half of June, the monetary gold stock 

of the United States was further reduced by $240,- 
000,000, as a result o f exports of gold to several Euro
pean countries and of some additional net earmarking 
o f gold for  foreign central banks. A fter the middle of 
the month the gold outflow ceased abruptly, due to the 
fact that the conversion of foreign central bank balances 
into gold had largely been completed, and, as the accom
panying diagram shows, there was a small net gain of 
gold in the last two weeks o f the month, amounting to 
about $11,000,000. The exports o f the second half of 
June represented the shipment o f gold which had been 
previously earmarked and consequently had no effect on 
the total stock of monetary gold in the country. The 
small increase in the gold stock during that period was 
due to other releases of gold from  earmark, the proceeds 
o f which were disbursed in this country, and to several 
arrivals of imported gold.

For the month of June as a whole, gold exports totaled 
$225,000,000, consisting chiefly o f shipments o f $108,- 
000,000 to France, $64,000,000 to Switzerland, $26,000,- 
000 to Belgium, $24,500,000 to Holland, and $1,000,000 
to England. In addition, there was for the month of 
June a $29,000,000 net increase in the amount of gold 
held under earmark for foreign account. As a partial 
offset to the export and earmarking loss of gold, a total 
of $17,000,000 was imported, of which $5,000,000 was 
received from  Canada, $1,000,000 from  Uruguay, and
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$500,000 from Mexico at New Y ork ; and $5,200,000 
from Japan, $3,800,000 from China, and $630,000 from 
Australia at San Francisco.

Foreign Exchange
During the second week of June the dollar began to 

gain strength, and on the 16th there was a sharp down
ward movement in foreign exchange quotations. Just 
after the middle of the month sterling fell from $3.66^  
to $3.61, and remained around that level for the rest 
of the month. French francs declined abruptly to 
$0.0392% on the 16th, after selling as high as $0.0395 
earlier in the month; quotations were somewhat higher 
later in the month, but the rate remained considerably 
below the gold export point. Guilders broke nearly 10 
points to $0.40341/2 on the 16th, and on the same day 
Swiss francs dropped 3 points to $0.19471/2. Belgas had 
previously fallen to $0.1392 by the 15th from $0.1400^ 
on the first. Reichsmarks moved irregularly, going as 
high as $0.2380 at the close of the month, or somewhat 
above the opening quotation. Lire declined gradu

ally in June, and the Scandinavian exchanges continued 
to move with sterling. The accompanying diagram indi
cates the decline that occurred in the principal conti
nental European currencies during June. The drop in 
these currencies is similar to the movements that occurred 
in the October-November period of last year, and again 
in March of this year. French francs, guilders, and 
belgas all receded below their estimated gold export 
points, and in the case of the Swiss exchange, the gold 
export point has become a nominal factor.

In the South American list, Argentine pesos were 
quoted at the fixed rate of $0.5865. Brazilian milreis 
were likewise unchanged at $0.0760 for two weeks, but 
declined slightly in the latter half of the month. Among 
the Far Eastern exchanges, Japanese yen, after declin
ing slowly from  $0.3288 on June 2  to $0.31 on the 16th, 
lost ground more rapidly, going to $0.2675 on the 28th. 
The silver currencies were lower for the month, Shanghai 
taels dropping from  $0.3113 to $0.2963. Canadian 
dollars, after a period of weakness, closed the month 
without much change.

Closing Cable Rates at New York 
(In dollars)

Exchange on
Par of 

Exchange June 30, 1931 May 31, 1932 June 28, 1932

Austria............................... $ .1407 $ .1405 $ .1394 $ .1397
.1390 .1393 .1400 .1392
.2680 .2678 .2025 .1970

4.8666 4.8634 3.6888 3.6100
.0392 .03914 .03949 .03931
.2382 .2374 .2365 .2376
.4020 .4023 .4057 .4040
.0526 .0524 .0514 .0509
.2680 .2678 .1852 .1784
.1930 .0979 .0825 .0825
.2680 .2682 .1905 .1854
.1930 .1938 .1959 .1950

1 .0 0 0 0 .9966 .8788 .8750
.9648 .7299 .5865 .5865
.1196 .0770 .0760 .0755

1.0342 .5815 .4775 .4775

.4985 .4940 .3240 .2675

.3650 .3603 .2765 .2700
.3238 .3100 .2963

DOLLARS DOLLARS DOLLARS DOLLARS

Course of Foreign Exchange Quotations at N ew  York
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On June 30, the discount rate of the Bank of England 
was reduced from  2 %  to 2  per cent, the lowest rate fixed 
at that bank since 1897.

On June 3, the State Bank of Sweden lowered its 
discount rate from  4 %  to 4 per cent, which made the 
sixth successive reduction from the 8 per cent rate that 
prevailed between September 28 and October 8 , 1931. 
On the 8th, the Bank of Japan rate was reduced from 
5.84 to 5.11 per cent; as lowT a rate has been fixed on 
only three occasions since January 1914. The Hungarian 
National Bank lowered its rate on the 27th, effective 
July 1, from 6 to 5 per cent, this being the lowest rate 
at that bank since its foundation in 1924.

We have been informed that on May 12 the Banco 
Central del Ecuador reduced its rate to member banks 
from  10 to 7 per cent and its rate to the public from 
1 1  to 1 0  per cent.

Foreign Trade
This country’s merchandise exports during May 

totaled $132,000,000, a figure which showed a slight in
crease over the previous month after allowance for the 
usual seasonal tendency. Imports, however, continued 
the downward movement of the past three years and the 
valuation of $1 1 2 ,000,000 was smaller than in any month 
since January 1909.

Exports of finished manufactures increased somewhat 
over the previous month, but again registered the largest 
decline from  a year ago of any of the m ajor export 
groups, the decline being 42 per cent. Finished manu
factures constituted only 47 per cent of the total value 
o f exports as compared with 52 per cent in May 1931 
and 57 per cent in 1930. Meanwhile, exports of crude 
materials and crude foodstuffs each were down only 18 
per cent in value from  a year ago. In contrast with the 
movements in the various categories of export trade, im
ports of crude materials showed the largest relative de
cline in value from  May 1931— nearly 50 per cent. This 
reduction to considerable extent is accounted for by de
creases in the prices of crude rubber and raw silk, the 
two principal items in the group. On the other hand, 
imports of manufactured foodstuffs, chiefly sugar, de
clined only 1 2  per cent in value from a year ago.

The volume of raw cotton shipments abroad during 
May was seasonally smaller than in the previous month, 
but continued to show a large increase over a year ago. 
Exports of grains and grain products were reduced 
somewhat in quantity and considerably in value from a 
year ago. The quantity of crude rubber received was 
about the same as in May 1931, while silk imports were 
19 per cent smaller in volume.

Production
The recession in steel production which began in the 

last week of May, or somewhat later than usually, con
tinued throughout June, and by the end of the month 
the Iron Age estimate of operations had been reduced 
to 15 per cent of capacity. Output of bituminous coal, 
crude petroleum, and cotton goods declined somewhat in 
June, but automobile production showed an unseasonal

C e n tr a l  B a n k  R a t e  C h a n g e s increase and reached the highest point so far this year, 
reflecting chiefly the enlarged operations o f the Ford 
Company.

Substantial curtailment in activity occurred in many 
leading industries in May, and the production index of 
the Federal Reserve Board, which is adjusted for sea
sonal variations but not for the growth of industry, de
clined 3 points further to a level beneath the 1921 low. 
The only important increases were in output of pas
senger automobiles and in lead production. Larger 
declines than usual occurred in production o f steel ingots 
and shoes, and bituminous coal output showed a decrease 
instead of the expansion which generally takes place at 
this time of year. Declines also occurred in output of 
pig iron and wheat flour and in mill consumption of raw 
cotton and raw sill?:, and slaughterings of live stock did 
not show all o f the usual seasonal upswing. On the other 
hand, no important change occurred in production of 
motor trucks, crude petroleum, and lumber, and in ac
tivity of wool mills, and about the average seasonal in
crease was shown in output of tobacco products.

(Adjusted for seasonal variations and usual year-to-year growth)

1931 1932

May Mar. Apr. May

Metals
56 28 25 22
56 29 26 24
68r 50r 40r 43r
49r 40r 39r 35 r

Tin deliveries................................................. 86 41 42 48
Automobiles

Passenger cars................................................ 65 23 27 36
Motor trucks.................................................. 76 30 42 43

Fuels
Bituminous coal............................................. 79 75 60 52p
Anthracite coa l.............................................. 77 77 91 52 p

71 44 43 40
Petroleum, crude........................................... 87 73 75 74 p
Petroleum products...................................... 82 63 67

Textiles and Leather Products
Cotton consumption..................................... 79 74 60 55
W ool mill activ ity ......................................... 85 55 38 38
Silk consumption........................................... 92 65 67 60
Boots and shoes............................................. 114 96 97p 87 p

Foods and Tobacco Products
Live stock slaughtered................................ 92 90 100 96
Wheat flour r ................................................. 89 r 85r 88r 78r
Sugar meltings, U. S. ports........................ 65 55 52 56
Tobacco products......................................... 100 77 78 79

Miscellaneous
92 45 41 44
80 47 48
54 31 32 33

Printing activ ity ........................................... 84 72 71
Paper, newsprint........................................... 88 89 81 79

p Preliminary r Revised

Employment and Wages
Further substantial decreases occurred during May 

in the number of factory workers employed and in wage 
payments. For the country as a whole, factory em
ployment was reduced about four per cent, or consider
ably more than seasonally, and reached a new low level 
for many years. The largest decline in employment 
occurred at textile mills, but, after seasonal adjustment, 
practically all of the m ajor industrial groups contributed 
to the downward movement. Concurrent with the drop 
in the number of workers employed, aggregate factory 
payrolls declined about five per cent. The American

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

July 1, 1932



FEDERAL RESERVE AGENT AT NEW YORK 55

INDEX

Federation of Labor reports an increase in the propor
tion of its members out of work from  2 2 .8  per cent on 
May 1 to 23.6 per cent on June 1; it has been estimated 
by the Federation that the total number o f unemployed 
in the country is now in excess of 1 0 ,000,000 persons, 
which is more than 20  per cent of the number reported 
by the census of 1930 as usually gainfully employed.

Larger reductions in employment and in wage pay
ments occurred in New York State than in the country as 
a whole. The number of workers on the payrolls of 
representative factories decreased seven per cent during 
May to a new low level for the period for which the 
statistics are available— since June 1914. Factory pay
rolls dropped more than ten per cent, the largest monthly 
decline on record, and reached the lowest aggregate since 
August 1915. The average weekly remuneration o f New 
York State workers who were employed decreased three 
per cent further to a new low level since 1919.

This bank’s composite index of wages, which has re
cently been revised, is shown in the accompanying chart. 
The index contains a wide sampling of wages, including 
at the present time such diversified groups as factory 
workers, coal miners, railroad employees, building 
workers, teachers, farm hands, and those employed by 
public utility companies and retail establishments. Most 
of the indexes reflect average earnings, although wage 
rates are used for some groups. The various components 
are adjusted, where necessary, for their usual seasonal 
variations.

As the diagram indicates, this composite index of 
wages has declined more from the high level of 1929 than 
from 1920 to 1922, and is now: slightly below the lowest 
point reached in 1921-1922. The most substantial reduc
tion since 1929 has been in farm wages, which are now 
below the pre-war average, and earnings of coal miners 
have also shown a large decline. On the other hand, earn
ings of public utility employees and teachers’ salaries 
have shown little reduction from the 1929 level. Factory 
earnings, the most important single group in the index, 
are the lowest since 1919.

Commodity Prices
Wholesale commodity prices showed diverse move

ments in June, and although the general tendency ap
pears to have been slightly downward the decline was 
smaller than occurred in the previous month. The weekly 
index of the Bureau of Labor Statistics, which is a 
weighted average o f the prices of almost 800 commodities, 
decreased 0.6 of a point in the first three weeks of June, 
followed by a recovery o f 0.3 o f a point in the fourth week.

The outstanding feature o f the commodity markets 
was a sharp advance in live stock prices. A  composite 
average of hog prices rose from the low level o f $3.19 a 
hundredweight, reached toward the close of May, to as 
high as $4.84 at the end of June, and the price of steers 
likewise advanced $1.34 a hundredweight from  the May 
low. There were also sharp recoveries in cotton and in raw 
sugar, after quotations had reached the lowest levels 
for many years. Little net change for the month as a 
whole was shown in corn and silk, although early in 
June these commodities reached new low levels for many 
years, as did wheat prices also in the course of the 
month. The fuels and most of the metals were fairly 
steady in price. On the other hand, crude rubber, hides, 
and scrap steel declined to the lowest levels on record, 
and wool dropped to the lowest level for many years. 
The price of zinc lost a small part of the sharp recovery 
of late May, and a decline also occurred in silver.

Building
The total value of building and engineering contracts 

for 37 States reported by the F. W . Dodge Corporation 
increased somewhat further from A pril to May, although 
continuing considerably belowT the level of a year ago. The 
increase of 20 per cent between A pril and May was more 
than usually occurs, and was a result of an expansion 
in contracts for public works, chiefly highways, and in 
other non-residential construction. For the first five 
months of this year, however, total building and engi
neering contracts have been 63 per cent less than in the 
corresponding period of last year. Residential building 
and public works and utilities projects have been 
reduced by two-thirds, and the decrease in other non- 
residential building has exceeded one-half.

The slight betterment in building contracts reported 
during A pril and May does not appear to have con
tinued during June. Average daily figures for the first 
three weeks of the month indicate that contracts for 
public works and utilities and for other non-residential 
construction were reduced considerably from the level of 
the previous month, whereas ordinarily some increase 
occurs, and these declines more than offset a less than 
seasonal decline in residential building activity.

Indexes of Business Activity
The limited data now available indicate no material 

change in the general business situation during June. 
The average number of cars loaded with merchandise 
and miscellaneous freight in the first three weeks o f the 
month showed little change from the May level, and car 
loadings of bulk freight continued to decline; ordinarily 
there is no consistent variation in car loadings between
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May and June. The dollar value of sales of depart
ment stores in the Metropolitan area of New York City 
in the first half of June was 24 per cent below the level 
o f a year previous, a slightly larger decline than has oc
curred in recent months. Bank debits in 140 centers out
side o f New York City increased in about the usual pro
portions in June, according to an estimate based on 
figures for the first three weeks.

This bank’s seasonally adjusted indexes of business 
activity for May showed further declines.

(Adjusted for seasonal variations, for usual year-to-year growth, and 
where necessary for price changes)

Primary Distribution
Car loadings, merchandise and m isc.,
Car loadings, other.............................. .
Exports...................................................
Im ports...................................................
Waterways traffic.................................
Wholesale trade....................................

Distribution to Consumer
Department store sales, 2nd D ist..
Chain grocery sales............................
Other chain store sales......................
Mail order house sales......................
Advertising..........................................
Gasoline consumption. . . . . . . . . . . .
Passenger automobile registrations.

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 ..............................................................
Shares sold on N. Y . Stock Exchange. . .
Postal receipts................................................
Life insurance paid fo r ................................
Electric pow er............... ...............................
Employment in the United States...........
Business failures............................................
Building contracts........................................
New corporations formed in N. Y . State 
Real estate transfers.............................. .

General price level*.............
Composite index of wages i 
Cost of living*......................

1931

M ay

79
68
71
72 
62 
90

95
95 
94
96 
77 
83 
61

86

91

93
117
87
92
85 
80

109
61
86 
54

153
209r
149

1932

Mar.

58
60
51
65
40
81

77
72 
75 
59 
62
73 
27

62
60

77

72
72 
80
73 
68

121
21
78
48

137
190r
136

Apr.

58
56
49
62
40r
75

82
73
83
83
62
67
28p

70
65

86
67
71 
71
75 
70 p
66 

124
24
83
48

134 
187r
135

May

56
42
50p
60p

76

76
77
78 
75
59

31p

63 
57

79

55
56 
69 
73

64 
132
31
83

132
184r
132

Locality

New Y ork .......................................
Buffalo.............................................
Rochester.........................................
Syracuse...........................................
Newark............................................
Bridgeport......................................
Elsewhere........................................

Northern New York State. . . 
Southern New York State... . 
Hudson River Valley District.
Capital District.........................
Westchester District................

All department stores..........

Apparel stores........................

Percentage change from 
a year ago

[ Net sales

May

-2 2 .7
-27 .1
-1 9 .5
-27 .1
-1 9 .9
-2 9 .7- 22.0
-2 7 .5
-2 4 .2
-2 4 .4
-1 6 .2- 22.8

- 22.6
— 18.6

Jan. 
to May

— 19.9
— 21.3
— 23.9
— 28.1
— 16.5
— 24.4—21.1

-19 .9

— 24.4

Stock 
on hand 
end of* 
month

— 19.7
— 18.5
— 17.2
— 15.3
— 12.5
— 18.0
— 16.1

— 18.2

-2 4 .6

Per cent of 
accounts 

outstanding 
April 30 

collected in 
May

1931

47.6 
42.9
44.8
26.8 
41.2
37.6 
33.4

44.3

1932

42.9
43.1
44.6
23.6 
38.0
31.8
29.8

39.5

p Preliminary r Revised *1913 average= 100

Department Store Trade
Total May sales of the reporting department stores in 

this district were 22.6 per cent less than in 1931. a 
slightly larger decline than occurred in April. New 
York City and the Westchester stores reported decreases 
in sales practically the same as the average reduction for 
the whole district. Although substantial decreases from 
a year ago continued to be reported by department stores 
in Rochester, Syracuse, and Northern New York State, 
the declines were the smallest since February, and the 
reduction reported by the Capital District stores was the 
smallest since December. In most of the other sections 
of the district, however, the year to year decline that 
occurred in May sales was somewhat larger than in April. 
Sales of the reporting apparel stores, although 18.6 per 
cent smaller than in May 1931, showed the smallest year 
to year decline since December.

Stocks o f merchandise on hand at the end of the month, 
valued at retail prices, continued to show a substantial 
reduction from last year. The rate of charge collections 
during May remained slower than in 1931 in all localities, 
except Buffalo.

Wholesale Trade
Sales of the reporting wholesale firms in this district 

averaged 26 per cent smaller in May than a year previ
ous, a decline slightly less than occurred in April. A ll 
lines o f wholesale trade reported smaller year to year 
declines in sales in May than in April, with the exception 
of the paper and diamond firms. The decline in shoe 
sales was materially less than in April, and sales of 
stationery, drugs, cotton goods, silk goods, and m en’s 
clothing, all presented a more favorable showing than in 
April. In some o f these lines the reduction in sales was 
the smallest since February. The volume of machine 
tool orders, reported; by the Machine Tool Builders 
Association, also showed the smallest year to year decline 
since February. The decline in grocery, hardware, and 
jewelry sales was not materially different in May than 
in April.

The value of merchandise stocks on hand at the end of 
May continued below the level of a year previous in all 
lines except drugs, and in this group the increase was 
the smallest reported in recent months. The ratio of 
collections to accounts outstanding averaged about the 
same as in May 1931.

Commodity

Groceries...............
Men’s clothing. ..  
Cotton goods
Silk goods.............
Shoes.....................
Drugs....................
Hardware.............
Machine tools**.,
Stationery.............
Paper.....................
Diamonds.............
Jewelry.................

Weighted average. .

Percentage 
change 

M ay 1932 
compared with 

April 1932

Net

—  4 .0  
— 33.4 + 0.6 
— 27.2*
—  0 .4  —22.2 
+  0 .3
—  5.4— 8.8 — 8.0 
— 18.3 
+ 1 5 .4

Stock 
end of 
month

4 .0

— 11.9— 5.V
—  7.7
—  0 .5  
— 15.9

—  5.3  
+  1.4

Percentage 
change 

May 1932 
compared with 

M ay 1931

Net

— 12.7
— 33.1
— 23.4
— 20.5*
— 25.4
— 24.5
— 24.2
— 55.4
— 26.1
— 36.3
— 68.3
— 42.5

-2 6 .3

Stock 
end of 
month

— 20.9

—26‘.5 — 6.2* —22.8 
+  9 .6  
— 20.7

— 30.3—21.0

Per cent of 
accounts 

outstanding 
April 30 
collected 
in May

1931

73.9
27.5
33.4 
45.1
42.4 
35.8 
46.7

74 '.7
56.3

47.5

1932

78.3 
26.2
32.8
60.3
35.9 
23.2 
44.1

64 ’.4 
42.5
14.4

47.4

* 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 Sea

sonal Variation (1923-25 
average=100 per cent)

Index o f Factory Employment with Adjustment 
for Seasonal Variation (1923-25 

average = 100  per cent)
PERCENT

Wholesale Price Index of United States Bureau 
o f Labor Statistics (1926 average= 100  per cent)
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daily figures for 12 Federal Reserve Banks; 

latest figures are averages of first 
20 days of June)

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

V O L U M E  of production in basic industries and employment at factories 
decreased further in May, and wholesale prices declined. Foreign with

drawals of gold, which had been in large volume in M ay and the first half of 
June, practically stopped after the middle of the month.

P roduction  an d  E m p l o y m e n t

Production at mines and factories declined further in May, and the 
Board ’s seasonally adjusted index of industrial production showed a reduction 
from 64 per cent of the 1923-1925 average in April to 61 per cent in May. 
Output of coal was substantially reduced, particularly in the anthracite fields; 
shipments of iron ore showed less than the usual seasonal increase, production 
of iron and steel declined, and activity at textile mills and shoe factories was 
further curtailed. In  the automobile industry output increased considerably.

In  the first part of June activity in the steel and cotton industries was 
reported to have declined further, while output of automobiles continued at 
about the same rate as in the latter part of May.

Further reductions in employment and earnings of factory workers ac
companied the smaller volume of manufacturing output in May, particularly 
in the steel and machinery industries, and in the textile and clothing trades. 
Employment at automobile plants and in the seasonally active food industries 
showed an increase.

Value of building contracts awarded, according to reports to the F. W. 
Dodge Corporation, after increasing somewhat in April and May, declined 
slightly in the first half of June, reflecting chiefly smaller awards for public 
works and other non-residential building.

D istr ib u tio n

Railroad freight traffic decreased further in May, the largest reduction 
being in shipments of coal and miscellaneous freight. Sales of department 
stores in leading cities, which had increased substantially during April, were 
smaller in May.

W h o le sa le  P rices

Prices of commodities at wholesale were 1.7 per cent lower in M ay than 
in April, according to the Bureau of Labor Statistics. There were large de
creases in prices of many domestic agricultural products and of hides and 
textiles. Prices of petroleum products advanced.

During the first three weeks of June, market quotations for a number of 
non-agricultural commodities were relatively steady, and prices of sugar, 
meats, and livestock increased. Prices of wheat, after considerable fluctuations, 
were at unusually low levels at the beginning of the third week in June.

B a n k  Credit

Withdrawals of gold from the United States continued through M ay  and 
the first half of June, and the country’s stock of monetary gold declined by 
$435,000,000 between M ay 4 and June 15. After that date there was no further 
decline in the total stock of monetary gold, continued gold exports representing 
gold previously earmarked by foreign central banks. During the first part of 
M ay continued purchases of United States Government securities by the 
Eeserve Banks enabled member banks further to reduce their discounts; in 
later weeks, however, funds released through these purchases were absorbed by 
the demand for gold for export, and there was also a decrease in member 
bank reserve balances.

Loans and investments of reporting member banks in leading cities, which 
had declined sharply earlier in the year, showed wide fluctuations after the 
middle of May. In  the middle of June total loans and investments were 
larger than a month earlier, the increase in holdings of United States securities 
being more than sufficient to offset declines in other investments and in loans.

Money rates in the open market remained at low levels. Bates on prime 
commercial paper were reduced to a range of 2 % -2 %  per cent in the second 
week of June.
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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 August 1,1932

Money Market in July
During the past few weeks there has been a material 

strengthening of the reserve position of New York City 
banks and a further gradual easing of the money market. 
The excess reserves of New York City member banks, 
which had been considerably reduced during the heavy 
gold outflow of early June and the period of enlarged 
currency demand at the June month end and the Fourth 
of July holiday, were again built up in the latter part 
of July to well over $100,000,000. These changes are 
shown in the accompanying diagram. This renewed in
crease in excess reserves of New York banks was due 
chiefly to a substantial return flow of funds from other 
districts and to a reversal of the gold movement, sup
plemented by some return flow of currency from circula
tion in this district and further moderate purchases of 
Government securities by the Reserve Banks.

Gold transactions during July resulted in a net gain 
of approximately $55,000,000 to the monetary gold stock 
of the United States, the first net gain for any month 
since March. This was due partly to moderate imports 
from a number of countries, but more largely to the re
lease of gold which had been previously earmarked for 
foreign account here. Some of the European exchanges 
which had been conspicuously strong in previous months 
declined in July to below par, and as a result part of the 
funds held in this country in the form of earmarked gold 
was used in meeting foreign payments in this market, 
and in at least one instance there was a shipment of gold 
to this country from  Europe representing purely an ex
change transaction. There was also evidence that some 
gold offered in the London market was finding its way 
to New York.

The accumulation of funds in New York banks has 
been accompanied by some further decline in open mar
ket rates. Stock Exchange call money, after holding at 
2Y2 per cent or higher since last October, declined early 
in July to 2 per cent, and the prevailing rates on open 
market commercial paper moved to slightly lower levels. 
Quotations on Stock Exchange time money, which in 
recent months have been largely nominal, were also 
reduced somewhat further in July.

In other leading cities as well as in New York there 
have been indications of an increase in the excess re
serves of member banks since the early part of July, so 
that the amount of excess reserves for all member banks 
of the System rose to around $250,000,000 in the latter 
part of July. Nevertheless, the total borrowings of

Money Rates at New York

July 31, 1931 June 30, 1932 July 29, 1932

Stock Exchange call loans........................ I X 23^ 2
Stock Exchange 90 day loans................. *1X-1X *1X * 1X-1XPrime commercial paper.......................... 2 2X-2 H 2 X - 2 X
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans.. 
Treasury securities

Vs X X
t3.58 t4.21 1-4.13

Maturing December 15 (yield)........... .42 .32 .22
Maturing March 15 (yield).................

Federal Reserve Bank of New York re
.47 .81 .47

discount rate...........................................
Federal Reserve Bank of New York

I X 2M 2 X
buying rate for 90 day indorsed b ills . 1 1 1

* Nominal + Average rate of leading banks at middle of month

member banks from the Reserve Banks remained above 
$500,000,000 during much of the month, indicating that 
there were a considerable number of member banks, 
especially in the smaller localities, which had not yet 
been reached by the ease in money in the principal 
centers.

A d d i t i o n a l  I s s u e s  o f  N a t i o n a l  B a n k  N o t e s  

A  new influence upon the money market and upon the 
position of the banks is under development in the re
cently authorized increase in National bank note circu
lation. Under Section 29 of the Federal Home Loan 
Bank Act, the security for National bank notes, which 
had been limited to the less than $700,000,000 of 2 per

MILLIONS OF DOLLARS

Excess or Deficit of Reserves Held by 17 New York City Banks at
the Federal Reserve Bank, A fter Deducting Borrowings from

the Reserve Bank (Semiweekly averages of daily figures)
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cent issues o f Consols and Panama Canal bonds now 
outstanding, was extended to include for a period of 
three years all United States Government bonds bearing 
interest of 3%  per cent or less. The factor which now 
fixes the maximum amount of National bank notes is 
not the amount of eligible bonds but the amount of 
the paid in capital of National banks. The total paid in 
capital of all National banks at the end of 1931 was 
$1,621,000,000, and the amount of their notes outstand
ing was $627,000,000, leaving a maximum possible addi
tion to their note issues at that time of slightly less than 
$1,000,000,000. This maximum at the present time is 
estimated to be nearer $900,000,000.

Under this extended circulation privilege, any 
National bank which has Government bonds with coupon 
rates of 3%  per cent or less will be able to obtain addi
tional notes against the Government bonds to the extent 
that it has not already issued notes up to the limit of 
its paid in capital. The additional notes may then be put 
into circulation. Since this extension of the National 
bank note circulation will in no way affect the demand 
for currency, however, it is to be expected that the total 
amount of currency in circulation will not be increased, 
but rather that the demand will be supplied to a larger 
extent with National bank notes, and to a reduced extent 
with Federal Reserve notes. The Federal Reserve notes 
that are replaced will be returned to the Reserve Banks 
for credit, and the proceeds will be used by the National 
banks to pay off borrowings or to increase their reserves.

M e m b e r  B a n k  C r e d i t  

During the period of heavy currency withdrawals 
from the banks in the latter part of June and early 
July, and the accompanying elimination of a large part 
of the excess reserves which had been held by member 
banks in preceding weeks, there was a renewed decline in 
the loans and investments of reporting member banks, 
which continued up to the date of the latest report, for 
July 20. During the four weeks ended on that date the 
total loans and investments of reporting banks declined 
$486,000,000. The loans and investments of New York 
City reporting banks declined $177,000,000 during this 
period, and those of reporting banks in other principal 
cities throughout the country showed a reduction of 
$309,000,000. In New York the reduction was largely in 
loans, both in security loans and in other loans, whereas 
outside of New York the largest element in the decline 
was a reduction in Government security holdings, sup
plemented by smaller reductions in other types of earn
ing assets. This downward trend was reversed when the 
New York banks increased their total loans and invest
ments moderately in the week ended July 27, however, 
and the effect of purchases of the recently announced 
issues of Government securities will appear in the mem
ber bank figures in the report for August 3.

B i l l  M a r k e t  

The discount market for acceptances was rather quiet 
throughout the month of July, both from the viewpoint 
of the volume of transactions arid of rates, which showed 
no variation from  the level reached toward the end of 
June. Dealers’ portfolios increased moderately during 
the first week of the month, and Reserve Bank bill hold

ings also rose during this period as a result of bills sold 
by the dealers under repurchase agreements. In subse
quent weeks, however, dealers’ sales of bills consistently 
exceeded offerings to them, and their portfolios declined 
to a comparatively small total by the close of the month. 
The Reserve Banks’ bill holdings were reduced 
$38,000,000 in the three weeks after July 6 , reflecting 
the repurchase by the dealers of bills sold to the Reserve 
Banks around the mid-year, and also maturities from 
bills which had been acquired previously from  holdings 
of foreign banks at the Reserve Banks.

The decline in Federal Reserve bill holdings for own 
account and for the account of foreign correspondents, 
together with the decline in dealers’ portfolios and a 
continued tendency on the part of the commercial banks 
to withhold new bills from the discount market, indicates 
that there may have been a further increase during July 
in the bill holdings of the accepting institutions. The 
amount held by these institutions at the end of June was 
$518,000,000, which represented nearly 70 per cent of 
the $747,000,000 of the bills then outstanding, as com
pared with holdings of 65 per cent on May 31 and 40 
per cent a year ago.

C o m m e r c ia l  P a p e r  M a r k e t

Continuing the declining tendency noted during the 
latter half of June, open market commercial paper quo
tations receded slightly to a range of 2 1/4-2 %  per cent 
early in July from the previous level of 2 ^ -2 %  per cent 
for prime names, and late in month became established 
at 21/4 -2%  per cent. Throughout the month, the invest
ment demand for prime paper, chiefly paper of less than
4 month maturity, continued active, but the total sales 
volume of the dealers remained rather small due to the 
limited supply of choice names in the market.

In keeping with the usual practice of mercantile and 
industrial concerns to reduce in so far as possible their 
indebtedness before making June 30 statements, the 
amount of open market commercial paper outstanding 
at the end of June, at $103,000,000, was 7 per cent less 
than a month earlier. As compared with a year ago, the 
amount outstanding was down 65 per cent, or about the 
same decrease as has been shown in recent months.

Federal Reserve Bank Loans to Individuals, 
Partnerships, and Corporations
Section 210 of the “ Emergency Relief and Construc

tion A ct of 1932”  amends Section 13 of the Federal 
Reserve A ct to permit the Federal Reserve Board to 
authorize Federal Reserve Banks “ in unusual and exi
gent circumstances”  and under important limiting con
ditions to discount paper for any individual, partner
ship, or corporation. The Board has now authorized the 
Reserve Banks to discount paper under these conditions 
during the six months beginning August 1. The prin
cipal conditions are as follows:

( 1 ) The paper discounted must be “ of the kinds and 
maturities made eligible for discount for member 
banks”  under other provisions of the Federal 
Reserve A ct;

(2) The paper must not only be of a type that is
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eligible, but must be “ indorsed and otherwise 
secured to the satisfaction of the Federal reserve 
bank ’ ’ ;

(3) Before discounting such paper the Federal Re
serve Bank must obtain evidence that the bor
rower is unable to secure adequate credit accom
modations from  other banking institutions.

These provisions of the law thus limit closely the cases 
in which it will be possible for the Reserve Banks to 
make direct loans to borrowers.

In general the types of paper that are eligible for 
discount at the Reserve Banks are notes, drafts, and bills 
of exchange that have been drawn to finance agriculture, 
industry, or trade, and are of definite maturity at the 
time of discount not exceeding 90 days in the case of 
industrial and commercial paper, or nine months in the 
case of agricultural paper. Paper is not eligible if the 
proceeds have been used or are to be used for permanent 
or fixed investments of any kind, such as land, buildings, 
or machinery, or for any other capital purpose. The 
details of the requirements and procedure for borrowing 
under this amendment are set forth in a circular issued 
by the Federal Reserve Board, which is now available in 
all banks in this district, or may be had on request from 
the Federal Reserve Bank of New York.

The text of the amendment is as follow s:
In  unusual and exigent circumstances, the Federal Reserve 

Board, by the affirmative vote of not less than five members, 
may authorize any Federal reserve bank, during such periods 
as the said board may determine, at rates established in 
accordance with the provisions of section 14, subdivision (d), 
of this Act, to discount for any individual, partnership, or 
corporation, notes, drafts, and bills of exchange of the kinds 
and maturities made eligible for discount for member banks 
under other provisions of this Act when such notes, drafts, 
and bills of exchange are indorsed and otherwise secured to 
the satisfaction of the Federal reserve bank: Provided, That 
before discounting any such note, draft, or bill of exchange 
for an individual or a partnership or corporation the Federal 
reserve bank shall obtain evidence that such individual, part
nership, or corporation is unable to secure adequate credit 
accommodations from other banking institutions. A ll such 
discounts for individuals, partnerships, or corporations shall 
be subject to such limitations, restrictions, and regulations as 
the Federal Reserve Board may prescribe.

Security Markets
The month of July was a period of advance in the 

prices of securities, both of bonds and of stocks, as the 
accompanying diagram indicates. Price averages of 
domestic corporation bonds advanced almost continu
ously and toward the close of the month showed a total 
rise of 5 to 7  points, which, together with the net ad
vance of June, raised the average prices of corporate 
bonds to the highest levels since the latter part of April. 
At the levels prevailing around the end of July, corpo
ration bond averages stood about midway between the 
year's high and low points. A ll groups of bonds par
ticipated in the advance, though the July increases were 
larger in the industrial and railroad bonds than in the 
public utility issues.

United States Treasury bonds were strong during most 
of July, and after the middle of the month the bonds 
bearing 3 to 3%  per cent coupons showed especial 
strength, advancing 1  to 3%  points following the pas-

M ovem ents of Stock and Bond Prices (Standard Statistics Com
pany’ s index of 9 0  stocks and of 60  high grade domestic bonds, 

and Federal Reserve Bank of N ew  York average of 11 
United States Governm ent bonds)

sage of the Federal Home Loan Bank Act, which carries 
a provision allowing National banks to pledge Govern
ment bond issues carrying 3%  per cent or less interest 
as security for additional National bank note issues, 
within prescribed limits, For the month as a whole, the 
average price of the eight United States Treasury bonds 
now outstanding rose about 2 %  points to a new high 
level for this year. Prices of Liberty Loan issues showed 
no material change.

In the first week of the month, foreign bonds were 
particularly strong, in anticipation of an agreement at 
Lausanne. The principal German issues showed large 
advances, and, despite some subsequent decline, were 
materially higher in the latter part of July than in June. 
The foreign list as a whole appears to have reached the 
highest level since early April.

The stock market also showed a rising trend, after 
declining gradually during the first week of July to a 
level equaling the early June low. From this level, the 
general average of share prices advanced consistently 
and toward the end of the month was 38 per cent above 
the recent low. The turnover of shares on the New York 
Stock Exchange increased considerably during the period 
of advancing prices.

New Financing
Accompanying higher prices for outstanding bonds, 

flotations of new bond issues increased somewhat in July 
to a total, which, though still comparatively small, was 
the largest in a number of months. The offerings of new 
bonds in the week ended July 16 were the largest for  any 
week since June 1931, excepting only a week in January 
when the $100,000,000 of New York City financing was 
consummated. The outstanding feature o f the month's 
issues, however, was the nature of the flotations, the 
largest element being public utility offerings, whereas in 
other recent months most of the limited public sale of 
securities was State and municipal financing. For the 
principal utility bond issues, representing borrowings of 
$90,000,000 by five companies, yields ranged from  5.14 
to 5.45 per cent. Other offerings of the month included 
a number of State and municipal issues, and a refunding
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issue of $16,000,000 of Federal Intermediate Credit 
Bank debentures.

Financing consummated by the United States Treas
ury during July was composed of three issues o f 90-91 
day Treasury bills in the aggregate amount of 
$235,000,000 which were sold at an average cost to the 
Treasury of .39 to .47 of one per cent. To a large extent 
these issues replaced bills that matured during July. In 
addition, the Treasury on July 25 offered for subscrip
tion $325,000,000 of two year 2%  per cent Treasury 
notes, and $325,000,000 of four year 3%  per cent 
Treasury notes, both issues to be dated August 1. These 
notes were offered to provide funds for the redemption 
on August 1 of $228,000,000 of maturing Treasury cer
tificates, which were given preferred allotment when 
tendered in payment of the new note issues, and also to 
provide funds for the current financial requirements of 
the Treasury, principally for the Reconstruction Finance 
Corporation.

The demand for the new Government security issues 
was so large that the subscription books were kept open 
only one day, notwithstanding which the subscriptions 
received totaled $5,506,000,000, or 8%  times the amount 
of the offering, and the notes were immediately quoted 
on a when issued basis at substantial premiums. Of the 
$228,000,000 of maturing certificates, $174,000,000 were 
received in payment for the new note issues and were 
allotted in full, so that the Treasury has a comparatively 
small amount of the August 1 maturity to meet by cash 
payment, which will be provided for largely from cash 
sales of the new issues.

During the first six months of this year new capital 
issues totaled only $650,000,000, exclusive of United 
States Government financing. This is less than one-third 
of the flotations in the corresponding period of last year 
and about one-sixth of the issues in the first half of 1930 
or 1929. Refunding issues and those of investment trusts 
have been excluded from the figures. The large increase 
in the volume of United States Government securities 
outstanding has offset only in part the falling off in the 
amount of corporate and State and municipal financing, 
as the accompanying diagram indicates. A  considerable

1929 1930 1931 193Z
H633

U. S. GOVT._______
DEBT W M

(NET CHANGE;) -3 5 2  
Domestic Corporation, State and Municipal, and Foreign Security 

Issues During First Six Months of 1929-1932, and Net Change 
in Interest Bearing Debt of the United States— In millions 

of dollars (Commercial and Financial Chronicle figures 
for domestic issues)

part of the increase in the Government debt has repre
sented Treasury borrowings to provide funds for the 
Reconstruction Finance Corporation, part of which has 
in turn been used to finance business which under more 
normal conditions would be handled by public offerings 
of corporate securities.

Foreign Exchange
Continuous weakening of the European currencies 

was the dominant tendency in the foreign exchange 
market during July. Toward the end of the month, the 
downward movement was accelerated, and all the major 
currencies, with the exception of reichsmarks, sold at 
their lowest levels of the month during the last week. 
On July 28, the only major Continental currency which 
was quoted above par was the Swiss franc, while the 
guilder was just about at par. On that day, the belga 
quotation was below the estimated gold import point 
to this country, and French francs were within a few 
points of the rate at which it is estimated gold can be 
profitably imported to this country. Sterling exchange 
declined to $3.50% by the close of the month, the lowest 
since March. On July 6, the Austrian schilling fell 
from the nominal rate of $0.1410 to $0.1050, a level 
subsequently maintained, and the Hungarian pengo 
dropped on the same day from  $0.1750 to $0.1250. The 
accompanying table shows the strengthening in the 
dollar that has occurred since May, as indicated by 
declines in the principal foreign exchanges.

The South American list did not move in the same 
manner as the European exchanges. Argentine pesos 
were held at a fixed rate, while Brazilian milreis and 
Uruguayan pesos netted a small gain for the month. In 
the Far East, Japanese yen were steady, as were the 
silver currencies. Canadian dollars were weakest during 
the middle of the month, selling at a low of $0.8612 on 
the 18th, but subsequently recovering partly.

Closing Cable Rates at New York

Par of 
Exchange M ay 1932 High July 28, 1932

$ .1390 $ .1407 $ .1386
.2680 .2030 .1890

England........................................... 4.8666 3.7300 3.5050
France.............................................. .0392 .03951 .03910
Germ any......................................... .2382 .2390 .2372

.4020 .4063 .4020

.0526 .0516 .0509

.2680 .1880 .1765

.1930 .0827 .0804

.2680 .1910 .1801

.1930 .1962 .1944

1 .0 0 0 0 .8950 . 8688
.9648 .5865 .5865
.1196 .0760 .0763

1.0342 .4810 .4725

.4985 .3300 .2763

.3650 .2775 .2650
.3163 .2988

Gold Movement
There was a continuous gain to the monetary gold 

stock of the United States during July totaling $55,000,- 
000 for the month. The increase in gold holdings was 
the result both of moderate imports and of gold released 
from earmark above the amounts withdrawn to be 
exported. These releases of earmarked gold represented
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the use in this market of some of the funds previously 
converted into gold by foreign countries, in order to 
meet payments due here, and were related to the recent 
decline in most of the principal foreign exchanges.

Imports of gold in July totaled $19,000,000, of which 
$4,200,000 was received from Canada, $1,500,000 from 
England, and $700,000 from Mexico at New Y ork ; and 
$4,500,000 from China, $4,200,000 from Japan, $2,200,- 
000 from the Philippine Islands, and $1,100,000 from 
Australia at San Francisco. The net decrease in gold 
held under earmark for foreign account amounted to 
$56,000,000. Exports consisted of $21,500,000 of gold 
shipped to France and $1,660,000 to Ecuador, and rep
resented the transfer of gold previously placed under 
earmark.

Central Bank Rate Changes
The only European central bank rate change an

nounced in July was that of the Bank of Danzig which 
lowered its discount rate from 5 to 4 per cent effective 
July 12. On the 5th the rate of the Central Bank of 
Bolivia was reduced to 6 per cent from the 7 per cent 
rate which had ruled since August 1930, and on the 7 th 
a seasonal reduction from 5 to 4 per cent was effected 
by the Imperial Bank of India.

Balance of Payments of the United States
A  recently published study by the Department of 

Commerce of the balance of international payments of 
the United States for 1931 shows the effects of two major 
factors. These were, first, the direct effects on the move
ments of commodities, services, and capital of the world
wide depression, and, second, the effects of the financial 
crisis in the second half of the year.

This country’s favorable balance on merchandise trade 
was greatly reduced, and the unfavorable balance on 
“ invisible”  items was not correspondingly reduced, so 
that for these items combined the payments due other 
countries were $264,000,000 larger in 1931 than in the 
previous year. In addition, net receipts of the United 
States through the service on debts to this country were 
$158,000,000 less than in 1930. Interest receipts and 
earnings, including those on war debts owed to the 
United States Government, accounted for most of the 
decline, though there was a moderate drop in sinking 
fund and bond redemption payments.

A  decline of $503,000,000 from 1930 occurred in the 
amount of American long term investments placed 
abroad, and the estimated amount of foreigners’ long 
term investments in the United States was $24,000,000 
less than in 1930. Consequently, there was a net reduc
tion of $479,000,000 in the export of long term capital 
from the United States as compared with 1930. This 
cessation of long term capital export somewhat exceeded 
the reduction that occurred in the service on debts and 
the increase in our unfavorable balance on commodities 
and ‘ ‘ invisible’ 9 items, so that notwithstanding the large 
reduction in short term foreign funds held in this coun
try, chiefly in the latter part of the year, the inter
national balance sheet of the United States was settled 
by the withdrawal of only $176,000,000 of gold from 
this country.

The following table summarizes the Department of 
Commerce survey for 1931 and gives comparative data 
for 1930.

(In millions of dollars; +  =  credit to U. S.; —  =  debit to U. S.)

1930 1931

Commodities and “ invisible”  items:
Commodity account (adjusted)............................................. +801 

— 605
+369
— 458Tourist expenditures (n et).....................................................

Immigrant remittances............................................................ — 166 — 163
Other “ invisible”  item s........................................................... — 163 — 145

Balance of commodity and “ invisible”  item s............... — 133 — 397

Service on debts:
Net interest receipts and earnings . . ...................................
Sinking fund and bond redemption payments..................

+769
+250

+633
+228

Total service on debts......................................................... +1,019 +861

New private loans, investments, and movements of short 
term funds:
Net change in American long term investments abroad 

(net).......................................................................................... — 595 — 92
Net change in foreigners’ long term investments in U. S. 

(net)............................................. ............................................ +127
— 485

+103
— 765Movement of short term funds.............................................

Net capital movement (long and short term )............... — 953 — 754

Gold shipments and earmark transactions, and shipments 
of American paper money (n et)............................................ — 256 +166

Net discrepancy.................................................................... +323 +124

Foreign Trade
During June this country’s merchandise exports 

declined further to $115,000,000, showing considerably 
more than the usual seasonal reduction. Imports, on 
the other hand, valued at $1 1 1 ,000,000 , remained nearly 
the same as in May, contrary to the usual tendency for 
a decline between these months. The maintenance of 
June imports at about the level of the previous month 
was attributed at least in part to shipments of certain 
commodities from abroad in advance of the date on 
which higher tariff rates became effective on these com
modities. Imports of semimanufactures, finished prod
ucts, and crude materials were somewhat larger than in 
May, while those of manufactured foodstuffs were 
smaller.

Exports showed a decline of 39 per cent from a year 
ago, the largest decrease since January. Seasonal 
decreases occurred between May and June in exports of 
grain and raw cotton. Grain exports were down 25 
per cent in volume and 39 per cent in value from a year 
ago, but cotton exports continued to show a large 
increase in volume over 1931, and the value was only 
slightly reduced. Exports of manufactures continued 
to show heavy reductions from a year ago.

For the fiscal year ended June 1932, exports amounted 
to $1,950,000,000 and imports to $1,731,000,000. The 
decline from the previous fiscal year was 37 per cent in 
the case of exports and 29 per cent in the case of 
imports. The favorable balance of merchandise trade 
was thus cut to $219,000,000 in the year ended June 30, 
1932 from $651,000,000 in the preceding year. Decreases 
among the various classes of exports ranged from 24 
per cent in the case of crude foodstuffs to 44 per cent in 
finished manufactures. Among the imports, the declines 
ranged from 17 per cent in manufactured foodstuffs to 
35 per cent in semimanufactures. Raw cotton exports
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were 28 per cent larger in volume than in the previous 
year, and there was a slight increase in the volume of 
grain shipments. The quantity of coffee and raw silk 
imported was somewhat smaller than in the previous 
fiscal year, while receipts of crude rubber increased 
slightly.
Commodity Prices

Wholesale commodity prices were generally strong in 
July, and the weekly index of the Bureau of Labor 
Statistics rose 1.3 points, or 2.0 per cent, between the 
middle of June and the middle of July, reaching the 
highest level since the beginning of May. This is the 
largest recovery in commodity prices that has taken 
place during the present depression.

As is shown by the accompanying diagrams, the most 
substantial increases have been in the prices of live 
stock and hides. A  composite of hog prices advanced 
from the May low of $3.19 a hundredweight to $5.33 in 
July, the highest point reached since last October, and 
although a reaction later canceled part of this gain, 
about 70 per cent of the recovery was held. The price 
of steers rose to $8.50, which is $2.21 above the May 
low and the highest since January. These advances, 
although partly of a seasonal nature, were more than 
usually occur at this time of the year, especially the 
increase in hog prices. The price of hides also had a 
sharp advance, reaching 5%  cents a pound, the highest 
level since April.

Spot cotton rose from the June low of 5.00 cents a 
pound to a peak of 6.20 cents, also the highest since 
April, and held most of this gain. Wheat prices, after 
declining to a new low for many years, were strong 
as the month closed, recovering all of the loss sustained 
early in July, with an average rise of about 5 cents a 
bushel. Moderate advances occurred in silk and in corn. 
Petroleum prices, which have been moving generally
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upward for a year, reached the highest level since March 
1931. Among the commodities not shown in the dia
grams, raw sugar advanced to the highest level since 
January, and rubber quotations were firmer. The price 
of lead early in July declined to a new low level for  the 
current depression but subsequently recovered all o f the 
loss, advancing 30 points in two days late in the month, 
and tin advanced moderately.

Employment and Wages
Factory employment and payrolls showed a further 

substantial reduction between the middle of May and 
the middle of June. The number of workers employed 
in factories, both in New York State and in the country 
as a whole, declined an additional 3y2 per cent to a 
new low level for many years, and payrolls were 
reduced 5 per cent for New York State and 8 per cent 
for the entire country. On the other hand, a seasonal 
increase occurred in road construction, farm work, and 
other out o f door activities.

The decrease in factory payrolls and in the average 
weekly earnings of employees during the past three 
years has been partly offset by the reduction in the cost 
of living. This is illustrated in the accompanying dia
gram, in which the various series are charted on a ratio 
scale to facilitate comparison of their relative declines. 
Since the end of 1929, the cost of living in the country 
as a whole, as computed by the United States Bureau 
of Labor Statistics, has been reduced 2 1  per cent; the 
computed average weekly earnings of workers who have 
retained their employment have decreased 31 per cent; 
and aggregate payrolls have fallen 57 per cent. These 
figures indicate that the purchasing power of the average 
worker who is still employed has decreased about 13 per 
cent, but that the purchasing power of factory workers 
as a group has declined about 46 per cent.
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1919 ’2 0  21 ’2 2  2 3  '24  2 5  ’26  ’27  ’2 8  ’29  '30  31 3 2
Bureau of Labor Statistics Index of the Cost of Living in the United 

States, Compared with Federal Reserve Board Index of Factory- 
Pay rolls and with Average Weekly Earnings of Factory 

Employees (1923-25 average == 100 per cent— ratio 
scale used to show proportionate changes)

Building
The F. W . Dodge Corporation report on the value of 

building contracts in 37 States shows that total awards 
during June were 23 per cent smaller than in May and 
64 per cent below the June 1931 figure. The reduction 
from  May to June was more than the customary seasonal 
movement, and consequently this bank’s index of build
ing contracts, which makes allowance for seasonal 
changes, receded to about the low level of last March. 
The decline reflected principally decreases in public 
works and utilities and in other non-residential construc
tion, but also somewhat more than the usual decline in 
residential contracts.

Data for the first six months of this year indicate the 
value of building and engineering contracts to have been 
about three-eighths of the amount in the corresponding 
period of 1931 and one-quarter of that in the first half 
of 1930. A ll o f the principal categories of building con
tracts showed large reductions for the period, ranging 
from 60 to 80 per cent, except those for public buildings, 
including post offices, city halls, etc., for which the de
cline was less than 20  per cent.

During the first three weeks of July a proportionately 
larger #volume of building contracts was awarded than 
in June. This improvement reflected a sharp increase in 
public works and utilities and other non-residential 
building.

Production
The rate of steel mill activity, according to the Iron 

Age, after declining to a record low of 12 per cent of 
capacity in the first week of July, recovered to 16 per 
cent, but the average for the month as a whole was 
seasonally below the June level. Output of automobiles 
and production of cotton goods are reported to have 
declined, in accordance with the seasonal movement, and 
production of crude petroleum was curtailed slightly, 
but output of bituminous coal showed a small increase.

Although a further decline occurred in industrial pro
duction in June, the decrease in the Federal Reserve 
Board's seasonally adjusted index amounted to only one

point, as compared with declines of three and four 
points in the preceding two months. More than the 
usual curtailment was shown in production of pig iron, 
and the seasonally adjusted indexes of live stock 
slaughterings, shoe production, and anthracite output 
decreased considerably. In addition, production of 
bituminous coal, crude petroleum, and lumber declined 
somewhat, whereas no consistent movement between May 
and June has been observable in past years. Production 
of automobiles showTed about the average seasonal reduc
tion, and consumption of raw cotton and output of steel 
ingots and of wheat flour also declined in only about 
the usual proportions. Output of lead increased instead 
of showing the seasonal reduction, output of tobacco 
products had more than the customary expansion, and 
the activity of wool mills and consumption of silk also 
increased somewhat.

(Adjusted for seasonal variations and usual year-to-year growth)

1931 1932

June April M ay June

Metals
52 25 22 20

Steel ingots..................................................... 53 26 24 23
56 40 43 46
47 r 39r 35 r 32r

Tin deliveries................................................. 73 42 48 48

Automobiles
Passenger cars................................................ 50 27 36 37
M otor trucks.................................................. 70 42 43 38

Fuels
Bituminous coal............................................. 80 60 52 48p
Anthracite coal............................................... 70 91 52 40p
C oke................................................................. 65 43 40 37
Petroleum, crude........................................... 86 75 72 69p
Petroleum products....................................... 80 67 67

Textiles and Leather Products
Cotton consumption.................................... 78 60 55 55
W ool mill activ ity ......................................... 89 38 38 42
Silk consumption........................................... 79 67 60 68

94 98 88 p 77 p

Foods and Tobacco Products
Live stock slaughtered................................. 84 100 96 83
Wheat flour..................................................... 84 88 84r 84
Sugar meltings, U .S . ports........................ 69 52 56 67
Tobacco products......................................... 97 78 79 84

Miscellaneous
93 41 44 51

Tires................................................................. 81 48 51
52 32 33 31

Printing activ ity ............................................ 82 71 67
Paper, newsprint........................................... 88 81 79 76 p

p Preliminary r Revised

Indexes of Business Activity
No material change in business activity from June to 

July is indicated by the limited data now ayailable. 
Preliminary July estimates for bank debits outside New 
York show about the usual reduction from the June 
level, and car loadings of bulk freight increased at 
least seasonally. The dollar value of department store 
sales in New York City and vicinity during the first 
half of July showed about the same percentage decline 
from a year ago as in June. On the other hand, car 
loadings of merchandise and miscellaneous freight 
declined materially, whereas ordinarily the July figures 
are about at the same level as June.

This bank’s indexes of business activity exhibit no 
consistent movement from  May to June. Merchandise 
imports declined by less than the usual seasonal amount,
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and the seasonally adjusted index of wholesale trade 
also rose somewhat. Department store sales and ear 
loadings of merchandise and miscellaneous freight were 
little changed from the May level and bank debits in 
140 centers outside New York showed an increase of 
about the usual proportions. On the other hand, mer
chandise exports, car loadings of bulk freight, and chain 
store trade decreased, whereas the record of past years 
shows no consistent variation between May and June.

(Adjusted for seasonal variations, for usual year-to-year growth, and where 
necessary for price changes)

Primary Distribution
Car loadings, merchandise and misc.
Car loadings, other................................
Exports...................................................
Im ports...................................................
Waterways traffic.................................
Wholesale trade....................................

Distribution to Consumer
Department store sales, 2nd D ist.. .
Chain grocery sales............................
Other chain store sales......................
Mail order house sales......................
Advertising..........................................
Gasoline consumption. . . . . . . . . . . .
Passenger automobile registrations.

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 ..........................................................
Shares sold on N. Y . Stock Exchange.
Postal receipts...........................................
Life insurance paid fo r ............................
Electric pow er............. .............................
Employment in the United States . . . .
Business failures.......................................
Building contracts....................................
New corporations formed in N. Y . State. 
Real estate transfers................................

General price level*................
Composite index of wages* r . 
Cost of living*..........................

1931

June

78 
65 
67
79 
61 
93

99
96
90 
89 
76
91 
57

86
84

89

157
84 
92
85 
78 
98 
60 
94 
52

150
207r
148

1932

Apr.

58
56
49
62
40
75

82
73
83
83
62
68r
28

70
65

67
71
71
75
70
66

124
24
83
48

134 
187 r
135

M ay

56
42
52
60
34
76

76
77
78 
75
59
65
31p

63
57

79

56
69
73
68p
63r

132
31
83
47

132
184r
132

June

55 
38 
45p 
65 p

79

76
74
76
73
59

64
62

76

61
59
69
78

61
129
22

129 
183r
130

ever, were the smallest reported in a number of months. 
Collections in June of this year were somewhat slower 
than in the previous year in a majority of lines.

Commodity

Groceries...............
Men’s clothing. . . 
Cotton goods
Silk goods.............
Shoes.....................
Drugs.....................
Hardware.............
Machine tools**...
Stationery.............
Paper.....................
Diam onds.............
Jewelry.................

Weighted average — 25.8

Percentage 
change 

June 1932 
compared with 

June 1931

Net
sales

— 13.6
— 39.6
— 23.9
— 33.2*
— 46.6
+ 37 .7
— 31.5
— 49.5—22.8
— 32.7
— 41.4
— 23.7

Stock 
end of 
month

— 17.7

— 38 A  
—  5 .4* 
— 28.9 + 0.1 
— 20.4

—  9.1 
— 29.7

Per cent of 
charge accounts 

outstanding 
May 31 

collected in June

1931

75.1
41.4
34.0
57.0
45.4 
33.9
49.1

7i'.5
55.5

52.2

1932

77.0
31.8 
31.2
64.8
35.4
26.0
45.4

57.6
39.4
16.0

48.7

Percentage
change

in
net sales

June 1932 
from 

M ay 1932

+  5 .3  —21.0 + 1.0 
— 15.9* 
— 22.4 
+ 7 7 .0
—  9 .7
—  4 .4  
+  8 .3
—  3 .6  
+ 25 .1  
+ 5 7 .5

+ 0.1

First six 
mos. 1932 
from 1931

- 11.2
-3 3 .5
-2 5 .6- 20.6*
-2 5 .3- 10.2
-2 4 .9
-5 3 .8
-2 2 .9
-3 0 .6
-5 4 .7
-3 6 .1

-2 4 .4

p Preliminary r Revised *1913 average = 100

Wholesale Trade
Reporting wholesale dealers showed June sales 26 per 

cent below a year ago, the same decline as occurred in 
May. Sales of groceries continued to show a compara
tively small reduction and sales of drug houses were 
considerably larger than a year ago, reflecting the move
ment of cosmetics in advance of the date on which the 
new Federal taxes became operative. Such lines as sta
tionery, paper, jewelry, and diamonds reported some
what smaller year to year decreases than in May, and 
the decline in machine tool orders reported by the 
National Machine Tool Builders Association was less 
than in the previous month. On the other hand, the 
year to year comparison was less favorable in June than 
in May for the hardware, shoe, and men’s clothing con
cerns, and sales of silk goods reported in yardage by the 
Silk Association dropped further below a year ago than 
in May.

Sales of the reporting wholesalers during the first six 
months of 1932 averaged 24 per cent smaller than in the 
corresponding period of 1931.

The value of stocks in all reporting lines, with the 
exception of drugs, continued to be smaller than a year 
ago. The declines in grocery and diamond stocks, how-

* Quantity not value. Reported by the Silk Association of America 
** Reported by the National Machine Tool Builders Association

Department Store Trade
The dollar value of June sales of the reporting depart

ment stores in this district was 26 per cent below 1931, 
a somewhat larger reduction than had been reported 
previously. In Buffalo, Syracuse, Bridgeport, and 
Southern New York State sales showed about the same 
decline as in May, but in other localities sales were re
duced by larger percentages than in the previous month. 
Sales of the leading apparel stores declined substantially 
in June, following a comparatively small year to year 
decline in May. For the first six months of 1932 depart
ment store sales in this district showed a 2 1  per cent 
reduction from the corresponding months of 1931.

For the first half of July, department stores in the 
Metropolitan area of New York reported a decline of 
24 per cent in sales, the same reduction as in the first 
half of June.

Department and apparel store stocks of merchandise 
on hand at the end of June, at retail valuations, con
tinued to be considerably smaller than the previous year, 
but the reduction was not quite as large as in sales. 
The percentage of charge accounts outstanding on May 
31 collected during June was lower than last year.

Locality

New Y ork .......................................
Buffalo.............................................
Rochester........................................
Syracuse...........................................
Newark............................................
Bridgeport......................................
Elsewhere........................................

Northern New York S tate. . . 
Southern New York State... . 
Hudson River Valley District.
Capital District.........................
Westchester D istrict...............

All department stores.........

Apparel stores..........................

Percentage change from 
a year ago

Net sales

June

-25 .3
-27 .4
-26 .1
-2 8 .4
-2 6 .7
-28 .1
-2 6 .0
-3 3 .2
-2 3 .8
-2 6 .8
-2 5 .5
-2 6 .3

-2 5 .8

Jan. 
to June

— 20.9
— 22.4
— 24.2
— 28.1
— 18.5
— 25.1—22.0
— 26.3
— 23.5
— 19.2
— 23.2
— 19.2

- 21.0
-2 4 .8

Stock 
on hand 
end of 
month

-18 .7

Per cent of 
accounts 

outstanding 
May 31 

collected in 
June

1931

— 20.5 49.7 45.1
— 17.9 45.4 39.3
— 18.0 41.6 43.1
— 15.7 26.8 24.1
— 12.7 42.2 37.6
— 14.2 38.4 33.4
— 15.3 33.7 29.0

45.2

4 1 .9

1932

40.7

39 .6
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and Minerals Combined, Adjusted for Seasonal 
Variation (1923-25 average =  100 per cent)
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MILLIONS OF DOLLARS

Federal Reserve Bank Credit and Principal Fac
tors in Changes (Monthly averages of daily 

figures; latest figures are averages of first 
20 days of July)

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

I N D U S T R IA L  activity decreased further from M ay  to June by somewhat 
more than the usual seasonal amount and there was a considerable reduc

tion in factory employment and payrolls. The general level of commodity 
prices advanced between the middle of June and the middle of July, reflecting 
chiefly a rise in the prices of live stock and meats.

P roduction  an d  E m p l o y m e n t

Volume of industrial production, as measured by the Board ’s seasonally 
adjusted index, declined from 60 per cent of the 1923-1925 average in  M ay 
to 59 per cent in June. There were large decreases in output in the steel, coal, 
and meat packing industries, while at automobile factories daily average pro
duction showed a smaller decline than is usual at this season, and at woolen 
mills activity increased contrary to seasonal tendency. Consumption of cotton 
by domestic mills showed the usual seasonal decline.

A t manufacturing establishments there was a further reduction of 3.6 
per cent in number; of employees and of 7.8 per cent in  earnings between the 
middle of M ay and the middle of June. Decreases in employment were general, 
with the exception of the automobile and tobacco industries and of seasonally 
active industries, such as vegetable and fruit canning and the manufacture of 
ice cream. The largest decreases were in the steel, textile, chemical, and 
machinery industries and at railway repair shops.

Daily average value of building contracts awarded, as reported by the 
F. W. Dodge Corporation, declined in June but increased in the first half 
of July.

Department of Agriculture estimates as of July 1 indicate a corn crop 
of 3,000,000,000 bushels, the largest since 1923; a winter wheat crop of 
432,000,000 bushels, 45 per cent smaller than last year and 21 per cent less 
than the five year average; a spring wheat crop of 305,000,000 bushels, three 
times as large as last year and slightly larger than the average; and a tobacco 
crop one-fifth smaller than usual.

D istr ib u tio n

Volume of railroad freight traffic declined somewhat further in June and 
value of merchandise sold by department stores decreased by more than the 
usual seasonal amount.

W h o le sa le  P rices

The level of prices in wholesale markets, after declining steadily during 
May, was relatively stable early in June, and after the middle of the month 
there was an advance which continued through the second week in July. Prices 
of several leading commodities, including live stock and meats, cotton, and 
sugar, increased considerably during June and the first half of July, but 
later showed some recession. Prices of wheat declined to unusually low levels 
and markets for copper and lead continued weak.

B a n k  Credit
Volume of Reserve Bank credit continued to increase between the middle 

of June and the middle of July, reflecting principally further purchases of 
United States Government securities by the Reserve Banks. In  addition, 
member banks obtained Reserve Bank funds through an increase in the 
monetary stock of gold and a decline in deposits held with the Reserve Banks 
by foreign central banks. Funds released from these sources were absorbed by 
an increase in the demand for currency which also caused the member banks 
to draw on their balances with the Reserve Banks and to increase their dis
counts somewhat. The demand for currency which for the period amounted 
to $270,000,000, was caused by banking disturbances, largely in the Chicago 
district, by seasonal requirements at the turn of the month and the Fourth 
of July holiday, and by increased use of cash to avoid the tax on checks.

Loans and investments of reporting member banks, after fluctuating 
widely during June, declined in the first two weeks of July, and on Ju ly  13 
totaled $18,475,000,000, about $540,000,000 less than on June 1. There was 
a further decline in loans, while the banks’ investments in United States 
Government securities, after increasing substantially during the period of 
Treasury financing in mid-June, declined gradually, but on July 13 were still 
$90,000,000 larger than six weeks earlier.

Money rates in the open market declined further during June and the 
first half of July. A t  the Federal Reserve Bank of New York buying rates 
for bankers acceptances maturing within 90 days were reduced from 2 %  to 
1 per cent on June 24. On the same day the bank lowered its discount rate 
from 3 per cent to 2% per cent, and on the following day the rate at the 
Chicago bank was reduced from 31/£ per cent to 2 %  per cent.
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Money Market in August
A  continued strengthening of the general banking 

situation both in this district and the country as a whole 
has occurred during the past month. Reserves of all 
member banks have increased $70,000,000 further, and 
the indebtedness of member banks at the Reserve Banks 
has been reduced by nearly $1 0 0 ,000,000 to the lowest 
level since last September. The rise in bond prices has 
added substantially to the market value of bank invest
ments, and the number of bank suspensions, after de
clining moderately from  June to July, showed a con
siderable further reduction in August. There were no 
suspensions in the Second Federal Reserve District dur
ing August, and one bank reopened.

Among the factors contributing to this improvement 
in the banking situation were a further gain of gold and 
some return flow to the banks of currency previously 
hoarded. A  number of National banks also obtained 
funds by availing themselves of the recently extended 
privilege of issuing National bank notes. The increase 
in the monetary gold stock of the United States during 
August was $112,000,000, bringing the total increase 
from the low point in June up to about $177,000,000. 
The principal element in this gain of gold during August 
was the release of gold previously earmarked for foreign 
account. The proceeds were largely paid out in the 
New York money market and went directly into the 
reserves of the New York banks. The amount of money 
in circulation increased seasonally over the July month- 
end, but subsequently showed a reduction of $4 4 ,000,000 
for the country as a whole, whereas there is normally a 
gradual increase during this period. New issues of 
National bank notes during August amounted to about 
$50,000,000.

These movements of funds reverse the tendencies 
which prevailed during the last quarter of 1931 and the 
first half of 1932. During that period the commercial 
banks sustained unprecedented losses of funds through 
the withdrawal of foreign balances from this country 
in gold and through withdrawals of currency by domes
tic depositors. This general period may be divided into 
two periods with somewhat different characteristics. In 
the first of these, from the middle of September 1931 to 
the end of February 1932, the losses sustained by the 
member banks, due chiefly to these two causes amounted 
to approximately $1,000,000,000. A  large part of these 
losses were sustained in the first instance by the New 
York banks, but there was a coincident tendency for

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

Bank, New York September 1,1932

large depositors to concentrate their funds in the city 
banks, which had the effect of distributing the losses of 
funds widely throughout the country. The result was 
that any excess funds previously held by the commer
cial banks were quickly used up, and their reserves 
were rapidly depleted. Member banks were forced to 
increase rapidly their indebtedness at the Reserve Banks, 
and banks generally, in the effort to attain a more liquid 
position, reduced their loans and investments at the 
most rapid rate in many years.

In the period from the end of February to the end of 
June, the banks sustained a further loss of nearly 
$500,000,000, chiefly through the continued repatriation 
of foreign funds, which was reflected in a heavy gold 
outflow. Currency flowed back to the banks in substan
tial volume for a time, but there were heavy withdrawals 
near the end of June, which resulted in a small net in
crease in money nominally in circulation for the period 
as a whole. During this period, the Reserve Banks, 
given much greater freedom of action by the Glass-

BILLIO N S OF D O LLA R S

Recent Changes in Four of the Principal Factors Affecting the  
Am ount of Reserves Held by M em ber Banks 

(W eek ly  averages of daily figures)
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Steagall amendment to the Federal Reserve Act which 
authorized them to use Government securities as col
lateral for Federal Reserve notes, purchased more than 
$1,000,000,000 of Government securities. The result was 
to enable member banks not only to meet the heavy 
demands on them, but also to retire a considerable 
amount of their indebtedness at the Reserve Banks and 
to increase their reserves by about $150,000,000. This 
had the effect of materially lessening the pressure on 
member banks for further liquidation of their loans and 
investments.

The total loans and investments of member banks 
showed some further decline during this period, but at a 
much less rapid rate than in the preceding five months. 
The recently published report for all member banks 
for June 30, 1932 shows a reduction of more than 
$2,500,000,000 in loans and investments during the first 
half of this year. W eekly reports from member banks in 
the larger cities indicate that two-thirds of the reduction 
occurred during the first quarter and only one-third in 
the second quarter, notwithstanding the large loss of 
gold during the latter period. In fact, the loans and 
investments of the New York City reporting banks 
showed no net reduction between the end of February 
and the end of June. The deposits of New York City 
member banks showed a net increase of $160,000,000  
between February and June, as compared with a reduc
tion of more than $1,300,000,000 between last September 
and February of this year, and in all other member 
banks throughout the country the shrinkage in deposits 
from February to June was reduced to $800,000,000, as 
compared with a decline of $3,450,000,000 between Sep
tember and February.

A fter the end of June the reversal of the gold move
ment and the slackening of the demand for currency 
placed funds in the hands of the banks and caused their 
reserves to increase without the aid of any further sub
stantial increase in the Government security account of 
the Reserve System. In July the gain of funds to mem
ber banks was not large, but the funds obtained from  
these sources increased in volume in August, and were 
supplemented by the proceeds of new issues of National 
bank notes, thus giving definite affirmation to the change 
in the direction of the movement of funds.

(In millions of dollars)

Change during period

Sept. 16, 1931
to

Feb. 24, 1932

Feb. 24, 1932 
to

June 29, 1932

June 29, 1932 
to

Aug. 24, 1932

U. S.  gold stock ..........................................
Money in circulation * ..............................
Treasury currency outstanding..............
Foreign balances in Federal Reserve 

Banks, e t c .f .........................................

— 665 
+505 
—  20

— 194

— 430 
+  57 
+  31

—  1

+  144 
+  35 
+  8

—  16

Net gain or loss of funds................. — 996 — 455 +  133

Federal Reserve holdings of U. S. securi
ties .................. ......................................

Federal Reserve discounts for member 
banks....................................................

—  1

+572
—  85
—  30

+  1,060

— 365
—  69
—  15

+  50

—  43
—  29
—  3

Federal Reserve holdings of acceptances 
Other Federal Reserve credit.................

Net increase or decrease in Federal 
Reserve credit............................ +456 +611 —  25

Change in member bank balances......... — 540 +  156 +108

* An increase in this item involves a loss of funds to banks, 
t A reduction in this item involves a gain to banks.

The sources of supply and demand for reserve funds, 
the amount and form of changes in Federal Reserve 
credit outstanding, and the net changes in member bank 
reserve balances during the three periods discussed above 
are shown in the foregoing table. The net increase in 
money in circulation shown for the period since June 29 
is due to the inclusion of a heavy demand for currency 
in the first week of July which was largely seasonal.

Member B a n k  Credit 
The total loans and investments of New York City 

member banks showed a net increase of $156,000,000  
during the four weeks ended August 24. This increase 
was due entirely to a substantial increase in holdings of 
Government securities, representing purchases of the 
new Treasury securities sold on August 1. Accom pany
ing rising security prices, the security loans of these 
banks showed a small net increase during the month, 
after declining almost without interruption since March 
of last year. Other loans continued to decline gradually, 
however, and investment holdings other than Govern
ment securities showed little change. In  weekly report
ing member banks in other principal cities also there 
was a considerable increase in holdings of Government 
securities, but the other principal classes of loans and 
investments showed some further decline.

M o n e y  R a t e s  

Money rates in the New York market showed little 
change during August. Commercial paper rates de
clined slightly further, and yields on short term Govern
ment securities moved somewhat lower, but other money 
rates were steady.

Money Rates at New York

Aug. 31, 1931 July 29, 1932 Aug. 31, 1932

Stock Exchange call loans....................... I X 2 2
Stock Exchange 90 day loans.................
Prime commercial paper.......................... 2 2 M- 2 X 2 - 2  M
Bills— 90 day unindorsed........................
Customers’ rates on commercial loans..

7A % %
13.44 t 4 .13 f 4 .13

Treasury securities
Maturing December 15 (yield)........... .45 .22 .09
Maturing March 15 (yield)................. .48 .47 .26

Federal Reserve Bank of New York re
discount rate.......................................... IX 2 X 2H

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. 1 1 1

* Nominal t Average rate of leading banks at middle of month

B i l l  M a r k e t

Throughout the month of August, the discount market 
continued to report a strong demand for bills, reflecting 
chiefly the efforts of New York City banking institutions 
to employ their excess reserves. W ith  accepting and dis
counting banks withholding bills from the market the 
supply dwindled to very small proportions, with the 
result that dealers’ sales were curtailed as they had 
few bills to use in filling orders. Dealers’ portfolios 
were reduced to the lowest level on record. No change 
occurred in open market rates for bankers bills from  
the quotations established late in June.

Federal Reserve buying rates for bankers bills like
wise were unchanged during August, but the New York  
Reserve B an k ’s buying rate for trade acceptances was 
reduced from 2 1/z to 2 per cent, effective August 5. The 
trade acceptances that have been drawn thus far have 
been absorbed by the commercial banks, so that none
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have been offered to the Reserve Bank. The bill port
folio of the Federal Reserve Banks declined slightly 
further, due chiefly to the repurchase by the dealers of 
bills previously sold to the Reserve Banks under repur
chase agreement.

Reflecting the accumulation of bills by commercial 
banks, the accepting institutions that report their out
standings to the American Acceptance Council held 
$563,000,000, or 80 per cent, of the total volume of bills 
outstanding at the end of July. This was an increase of 
$45,000,000 in their holdings during the month, while 
the outstanding volume was undergoing a further de
cline of $42,000,000. The volume of bills outstanding 
has declined steadily since the end of 1930, so that the 
total at the end of July this year at $705,000,000 was 
$524,000,000 smaller than a year ago, and not much 
more than half the volume of two years ago. A ll classes 
of bills show considerable reduction from last year. The 
largest has been in export bills, followed closely by a 
drop in bills based on goods stored in or shipped between 
foreign countries. Import bills also are materially lower; 
proportionately large reductions have occurred in dollar 
exchange and domestic shipment bills; and a moderate 
decline in domestic warehouse bills.

C o m m e r c ia l  P a p e r  M a r k e t

A n  excellent investment demand for open market 
commercial paper continued to be reported during 
August. A  considerable number of banks were in the 
market, but the actual volume of dealers’ sales remained 
comparatively small, due to the limitations of the supply 
of high grade new paper. A  few dealers reported some 
increase in drawings of commercial paper by certain 
lines of industrial and mercantile concerns, but these 
were balanced by indications of a decline in open mar
ket borrowings of other industries. Further easing of 
rates in the paper market occurred in the first part of 
the month when the prevailing offering range for prime 
names of 4 to 6 month maturity was reduced to 2 -2 1/4 
per cent from the previous quotation of 2 1/4 -2 %  per 
cent. Some especially choice paper of fairly short ma
turity also began to move at 1 %  per cent.

Reflecting the short supply of open market paper, the 
volume outstanding through reporting dealers at the 
end of July showed a further decline to $100,000,000. 
This amount was 3 per cent below the volume outstand
ing on June 30 and 66 per cent below that of a year ago.

Commodities Finance Corporation
Announcement was made on August 19 that plans had 

been formulated for the organization of a Commodities 
Finance Corporation and subsidiary corporations, the 
purpose of which will be to supplement existing facili
ties for the financing of commodity transactions. The 
announcement indicated that the Corporation was being 
organized to supply credit rather than for the purpose 
of buying commodities. Two subsidiary corporations 
are indicated in the preliminary announcement: an 
acceptance corporation and a corporation to make other 
types of commodity loans.

The principal sections of the statement issued by Mr. 
Buckner, President of the New York Clearing House 
Association, regarding the Commodities Finance Corpo
ration and its subsidiaries are as follows:

A  corporation is to be organized under the laws of the State 
of Delaware called the Commodities Finance Corporation, with 
a nominal capital.

It  is to have the usual corporate officers and a board of 
directors with the usual powers of directors and provision for 
an executive committee.

The Commodities Finance Corporation (hereinafter called 
the corporation) has been organized primarily for the purpose 
of facilitating the financing of the purchase, carrying and 
orderly marketing, for domestic consumption or export, of 
agricultural and other commodities.

The sound and effective financing of these transactions may 
require different methods and in consequence operations will 
be conducted wherever deemed advisable through separate 
subsidiary corporations. Subsidiary corporations therefore 
will be organized under the laws of the State of New York, 
but in no event will the corporation directly or through its 
subsidiaries, nor will any of the subsidiaries, purchase any 
commodities except where necessary to protect loans or accept- 
tances or other credits.

Two subsidiary corporations will be forthwith organized. 
One corporation is to undertake an acceptance business ex
clusively and the other corporation is to undertake a finance 
business, making loans or extending other credit facilities, all 
upon such terms as it is anticipated should enable those with 
satisfactory business responsibility to obtain proper accom
modations upon a sound banking basis.

The corporation is to be authorized to issue up to $50,000,000 
principal amount in notes. Members of the New York Clear
ing House Association and other New York City banks will 
be requested to subscribe to the notes at par in an amount 
equal to 3 y2 per cent of their capital, surplus and undivided 
profits, or 1 per cent of their respective net demand and time 
deposits as at July 30, 1932, whichever is less.

Subscription will be payable in instalments on call of the 
board of directors, when and as required. Notes are to be 
issued from time to time to the principal amount of the 
instalments paid.

Security Markets
During the first ten days of August, stock prices con

tinued to advance, and at a somewhat faster rate than in 
July. A fter a reaction of short duration, which can
celed about one-quarter of the advance from the June- 
July lows of the year, the rise in stock prices was re
sumed, and the general movement of quotations contin
ued to be upward for the balance of the month. A  
greater amount of irregularity was evident in the second 
half of the month, however, and the net rise for this period 
was much less than earlier in the month. Nevertheless, 
by the close of August, the general level of stock prices 
was about 90 per cent above the lowest points reached in 
June and July and within 5 per cent of the highest level 
of the year which was reached in March. The July- 
August recovery has thus raised average prices of stocks 
to about the same level as prevailed in the period of com
parative stability which existed during the first quarter 
of 1932.

Railroad shares, which had declined to exceptionally 
low levels, have had by far the greatest percentage rise ; 
their advance, amounting to 165 per cent, compares with 
a rise of 100 per cent in public utility shares, and 90 
per cent in industrial stocks.

Accompanying the upswing in prices, trading activity 
on the New York Stock Exchange increased to the 
largest volume since A p ril 1930. On one day the turn
over amounted to 5,500,000 shares, and on a number of 
days the trading was around 4,000,000 shares.

In the market for domestic corporation bonds, even 
greater advances occurred during August than in July, 
and during the first 23 days of the month there were
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Movements of Domestic Corporation Bond Prices 
(Standard Statistics Company indexes)

only two days on which price averages showed declines. 
As a result, representative price averages of domestic 
corporation bonds by the end of the third week were 
generally at new high levels for 1932, although some 
reaction occurred late in the month, especially in the 
lower grade issues. The recovery in the bond price 
averages from the low points of a few months ago has 
amounted to from 20 to 40 per cent, with the greatest 
advance occurring in lower grade bonds, which had pre
viously suffered the largest declines. In fact, there were 
numerous issues which doubled or trebled their early 
June prices. Railroad bonds showed especially large 
advances during the past month, as is indicated in the 
accompanying diagram.

The general level of United States Government bond 
prices showed little net change for the month of August. 
Long term Treasury bonds were up slightly for the 
period while Liberty Loan bonds eased a little. The 
major tendency in foreign bonds was a move to higher 
levels, but the advances were very moderate as compared 
with the rise in domestic bonds.

As in the case of stocks, trading in bonds was consider
ably heavier than in recent months. Turnover on the 
New York Stock Exchange, as an indication, was the 
largest for any month since last December.
New Financing

New security offerings brought out during August 
aggregated somewhat less than in July, in accordance 
with the usual seasonal tendency. The decline reflected 
entirely a decrease in State and municipal financing, 
while flotations of public utility bonds continued in about 
the same volume as in July, so that the proportion of 
corporate issues to total security offerings was higher 
than in many months. Announcement was made of eight 
offerings of public utility company securities, of which 
the greater part, however, represented borrowings to 
repay existing bank loans and bond maturities, rather 
than the obtaining of new funds. In addition to the 
domestic issues there was for the first time this year 
an offering of Canadian securities— a $2,000,000 two 
year bond issue of the Province of British Columbia, 
yielding 7 per cent.

Final figures for July on new security flotations placed 
the total for that month at $170,000,000, of which

$66,000,000 was for refunding purposes. New capital 
issues of domestic corporations amounted to $63,000,000 
and issues of States and municipalities to $41,000,000.

Other than the new Treasury note issues dated 
August 1 , which were offered for subscription late in 
July, United States Treasury financing during August 
was limited to four issues of 91 day Treasury bills aggre
gating $310,000,000, which were put out to replace 
maturing bills. The August Treasury bill sales were at 
average discounts equivalent to annual rates of .32 to 
.53 of one per cent.

Foreign Exchange
Movements in the foreign exchange market during 

August were of a mixed character. Sterling dropped 
rather precipitately during the first week to $3.45^, 
strengthened for a time, and then steadied during the 
last week at fractionally above $3.46. French francs 
recovered gradually from their end of July lows and 
were quoted at around par toward the end of August. 
Swiss francs turned sharply downward in the last week 
of August; guilders were fairly steady throughout the 
m onth; and lire firmed slightly, particularly during the 
first week. Danish crowns, which had been quoted higher 
than the other Scandinavian currencies for some time, 
declined from $0.1845 on August 27 to $0.1760 on the 
29th.

No substantial changes occurred in the quotations of 
South American currencies during August. In the Far 
East the yen began to weaken during the first week and 
the quotation continued downward to $0 .2 2 2 0 , a new 
low. During the last week the rate showed a tendency 
to steady around this level. The silver currencies gained 
irregularly. The discount on Canadian dollars was re
duced toward the end of the month.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Aug. 31, 1931 July 30, 1932 Aug. 29, 1932

$ .1390 $ .1394 $ .1387 $ .1388
.2680 .2674 .1895 .1760

4.8666 4.8616 3.5088 3.4688
.0392 .03922 .03917 .03920
.2382 .2374 .2374 .2378
.4020 .4033 .4023 .4023
.0526 .0523 .0509 .0512
.2680 .2675 .1760 .1740
.1930 .0900 .0804 .0805
.2680 .2678 .1808 .1781
.1930 .1947 .1945 .1938

1 .0 0 0 0 .9967 .8713 .8925
.9648 .6472 .5865 .5865
.1196 .0620 .0763 .0763

1.0342 .4350 .4725 .4750

Japan.................................. .4985 .4939 .2760 .2313
.3650 .3598 .2650 .2625

.3000 .2988 .3175

Gold Movement
This country continued to gain gold during August, 

as the accompanying diagram indicates, and for the 
month as a whole the monetary gold stock showed an 
increase of about $112,000,000. This rise, together with 
that of July and the latter part of June, has increased 
the gold stock some $177,000,000 above the mid-June 
low when the heavy withdrawal of gold subsided. The 
principal factor in the August gain continued to be 
releases of gold from  amounts held under earmark at 
this bank for  account of foreign central banks.
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of the United States

The net decrease in the amount of gold held under 
earmark for foreign account amounted to $100,500,000 
for the month. Except for $18,000,000 released for ex
port to France, the proceeds of these releases were paid 
out to the local money market. Included in the month’s 
transactions were releases of gold to provide funds for 
the redemption of about $34,000,000 of Paris-Lyons- 
Mediterranean Railroad bonds which were called for 
payment on August 15.

August imports of gold through New York amounted 
to approximately $15,000,000, of which $6,100,000 was 
received from England, $4,300,000 from Canada, $1,800,- 
000 from Mexico, $1,000,000 from Belgium, $1,000,000 
from Uruguay, and $565,000 from India. Arrivals at 
San Francisco were $4,750,000 from China and $1,800,- 
000 from Australia.

Central Bank Rate Changes
Declines in central bank rates continued to be reported 

in August. On the 8th, the discount rate of the Bank of 
Greece was reduced from 1 1  to 10  per cen t; on the 18th, 
the Bank of Japan rate was lowered from the equivalent 
of 5.11 to 4.38 per cent, the latter being the lowest dis
count rate in at least twenty seven years; and on the 
24th the Austrian National Bank reduced its rate from
7 to 6 per cent. On the 31st the State Bank of Sweden 
lowered its rate from 4 to 3%  per cent and the Bank of 
Norway rate was reduced from 4 %  to 4 per cent, both 
effective September 1.

W ord has been received during the past month of the 
reduction of the discount rate of the Central Bank of 
the Republic of Turkey from  8 to 7 per cent, effective 
July 9.

Business Profits
Reflecting the continued low level of general business 

activity during the A pril to June quarter of this year, 
corporation earnings reports showed very little net profit 
for the period. Thirteen of the 23 groups of indus
trial and mercantile companies shown in the table re
ported deficits after all fixed charges and expenses for 
the second quarter of the year, and the aggregate of net 
profits for all groups was little more than one-tenth as

large as in the same period of last year, and was only 
5 per cent as large as in 1930. The oil company group 
increased its earnings considerably in the second quar
ter, and, as in the first quarter, was the only group to 
report larger earnings than last year.

For the first six months of 1932, data are available 
for 428 industrial and mercantile companies, a larger 
number than for the second quarter, since many com
panies issue half-yearly but not quarterly earnings state
ments. These data indicate that aggregate net profits 
in the first half of this year were only 13 per cent as 
large as a year ago and 6 per cent of the 1930 profits. 
The oil companies reported net profits nearly two-thirds 
as large as last year’s deficit for the first six months, 
but all other groups showed reduced earnings. The re
duction in profits of food and chemical companies was 
about one-third, but most other groups either showed 
reductions in net earnings exceeding 50 per cent or 
reported deficits; in fact, 12 of the 25 groups of com
panies showed deficits for the half year.

Net operating income of telephone companies during 
the first six months showed the comparatively moderate 
decreases of 17 per cent from a year ago and 15 per 
cent from 1930. For other public utilities net earnings 
were 18 per cent lower than in 1931 and 29 per cent 
less than in 1930. Net operating income of 167 Class I 
railroads was less than half as large as in 1931 and 
only 30 per cent o f the 1930 return. This comparison 
is after all current expenses but before interest pay
ments. A fter allowing for interest payments a large 
deficit was shown, as against some net profit last year.

(Net profits in millions of dollars)

Num
ber
of

Second
quarter

Num
ber
of

First 
six months

Corporation groups

com
pa
nies 1930 1931 1932

com
pa
nies 1930 1931 1932

O il........................................... 24 39.7 — 24.2 17.9 28 69.9 — 33.2 2 1 . 2
Food and food products. . . 33 46.9 40.4 27.7 39 103.2 93.4 65.9
Chemical............................... 18 18.4 12.4 7.9 21 50.0 37.4 24.6
Printing and publishing. . . 5 8 . 0 4.2 2.4 7 18.4 1 0 .8 6 . 1

6 2 . 2 1.4 0.7 8 4.3 2.9 1.3
Leather and shoe................. 10 9.8 5.7 1.7
Mining and smelting (excl. 

copper, coal, and coke). . 11 7.3 4.1 0 . 8 19 23.3 10.4 3 .0
Office equipment................. 6 4 .6 2.4 O 7 1 1 .1 5.2 1.4
Stores..................................... 4 1 .2 1 .8 0.3 12 14.0 16.0 3 .2
Electrical equipment.......... 7 19.4 1 1 .8 0 .5 11 39.8 19.7 2.4

16 69.0 60.6 — 1.5 17 125.1 89.4 0 .3
4 2.7 1 . 0 — 0 .6 5 6.9 3.4 0
5 1 . 6 0 . 8 —0.4 8 4.9 3.1 —0.3

Motion picture..................... 5 3 .3 3.1 —0.5 7 10.7 1 0 .0 — 1 . 2
Machinery............................. 12 6.4 2 . 8 — 1.5 20 20.3 7.8 — 3.8
Automobile parts and ac

cessories (excl. tires). . . 31 15.0 7.5 — 0 . 8 41 31.2 1 2 .8 — 6 . 8
Household equipment........ 4 2 . 1 1 . 6 — 0 .1 7 3.4 1.7 — 1.4
Building supplies................. 11 3.7 1.5 — 1.7 18 13.9 5.0 — 5.1
C opper................................... 6 1.5 —0.5 — 1 .6 7 6 . 8 — 1 . 0 — 3.1
Railroad equipment........... 9 11.7 2 . 6 — 1.4 13 30.6 4.4 — 6 . 2
R ubber.................................. 7 3.1 1 . 6 — 4.2
Steel........................................ i9 53. i 5'.8 — 37 * i 22 120.7 14.3 — 50.8
Coal and coke ...................... 7 0 .4 0 — 1 .5 8 2 . 0 0 . 6 — 2 . 2
Clothing and textiles.......... 6 0 . 6 0 . 1 — 0 .8 19 — 0 . 8 — 1 .0 — 13.6
Miscellaneous....................... 42 24.6 24.3 8.4 67 87.5 65.8 16.4

Total
/23 groups for 2nd quarter\ 
\25 groups for 1st half J 291 343.4 165.5 17.1 428 810.9 386.2 48.8

Telephone (net operating
104 69.9 72.3 59.1 104 138.0 141.8 117.9

Other public utilities (net
earnings)............................ 47 68.3 62.0 48.7 47 143.8 124.3 1 0 2 .6

Total public utilities. .. . 151 138.2 134.3 107.8 151 281.8 266.1 220.5

Class I railroads (net
operating incom e).......... 167 2 0 0 .8 130.5 45.2 167 376.3 240.5 112.3

—  Deficit
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Wholesale commodity prices continued generally 
strong in August. The weekly price index of the Bureau 
of Labor Statistics advanced to the highest level since 
the end of April, showing a gain of nearly 3 per cent 
from the June low, and the index of farm products at 
the farm, computed by the Department of Agriculture, 
advanced further to a level 13 per cent above the June 
low. As the accompanying diagram indicates, substan
tial advances occurred in the prices of a number of 
leading commodities. Cotton rose steadily from 6.05 
cents a pound at the end of July to 9.20 cents, a price 
well above that of a year ago and nearly double the 
low point reached in June of this year, but subsequently 
reacted moderately. Raw silk prices also advanced 
sharply during the month, reaching the highest level 
since M arch; wheat advanced moderately, with an aver
age of the various quotations higher than a year ago; 
and the price of hides advanced 2 cents further to 7%  
cents a pound, thus equaling the January high.

Firmness in agricultural commodities spread to some 
of the metal prices during August. Scrap steel at 
Chicago rose 50 cents a ton to a level $1.00 above the 
July low, lead advanced steadily from 2.95 cents a 
pound to 3.60 cents, the highest point since February, 
and zinc also showed a gain for the month. Tin rose
3 cents to 24%  cents a pound, the highest level since 
September 1931 and 6 cents above the April low. Among 
the commodities not shown in the diagram, increases 
occurred in domestic wool, copper, silver, and rubber, the 
latter reaching the highest point since January. No 
important net change for the month as a whole was 
shown in corn, steers, raw sugar, and the fuels, and 
there was a moderate reaction in the price of hogs.

Employment and Wages
The weeks between the middle of June and the middle
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of July were a period of further reduction in factory 
employment and wage payments, only a portion of which 
is explained by the usual seasonal contraction. In New 
York State, factory employment declined 6 per cent 
further and payrolls showed an additional reduction of
8 per cent, the largest June to July declines on record ; 
both employment and payrolls reached the lowest levels 
for the period covered by the reports— since June 1914. 
Average weekly earnings in New York State factories 
declined 2 per cent further to the lowest level since 1918. 
In the country as a whole, the number of workers em
ployed in factories was reduced 3 per cent, payrolls 
7 per cent, and individual weekly earnings 4 per cent, 
all of these figures reaching new low levels for the period 
from 1919 for which they are available.

On the other hand, employment in the building trades 
in New York State showed a substantial increase in July, 
reflecting partly the termination of the building strike 
in New York City. A  seasonal increase also occurred in 
farm work and in road construction.
Production

On the basis of weekly reports of steel mill activity, 
it appears that steel ingot production for the month of 
August showed little change from  the July level. 
Bituminous coal production increased seasonally, and 
cotton goods output showed considerably more than the 
usual expansion, while production of automobiles is re
ported to have declined sharply and petroleum produc
tion slightly.

In July, the seasonally adjusted index of industrial 
production computed by the Federal Reserve Board was 
unchanged from the June level, the first month since 
last December for which the index has not shown a de
cline. About the average seasonal contraction from June 
to July occurred in production of pig iron and lumber 
and in mill consumption of raw cotton, and the seasonally 
adjusted indexes of slaughterings of live stock and of
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output of bituminous coal, crude petroleum, and wheat 
flour also were little changed. Somewhat more than the 
usual curtailment was shown in production of steel 
ingots, lead, and automobiles, and there were also de
clines in the seasonally adjusted indexes of production 
of shoes and tobacco products. On the other hand, wool 
mill activity and mill consumption of raw silk increased 
sharply, and this bank’s adjusted indexes were the 
highest since February.

(Adjusted for seasonal variations and usual year-to-year growth)

1931 1932

July May June July

Metals
Pig iron ........................................................... 48 22 20 19
Steel ingots..................................................... 50 24 23 21
Lead................................................................. 58 43 46 28
Z inc.................................................................. 43 35 32 29
Tin deliveries r .............................................. 79r 48r 45r

Automobiles
Passenger cars............................................... 46 36 37 25
M otor trucks................................................. 63 43 38 32

Fuels
Bituminous coal............................................ 79 52 49 49 p
Anthracite coal.............................................. 61 52 40 50 p
Coke................................................................. 61 40 37 36
Petroleum, crude.......................................... 86 72 69 68 p
Petroleum products...................................... 80 67 67

Textiles and Leather Products
Cotton consumption.................................... 82 55 55 54
W ool mill activ ity........................................ 98 38 42 61p
Silk consumption.......................................... 85 60 68 82
Shoes................................................................ 90 88 77 p 68p

Foods and Tobacco Products
Live stock slaughtered................................ 84 96 83 84
Wheat flour.................................................... 95 84 84 85
Sugar meltings, U. S. ports........................ 81 56 67 64
Tobacco products......................................... 91 79 84 82

Miscellaneous
Cement........................................................... 89 44 51 48
Tires................................................................. 73 51 76
Lumber........................................................... 47 33 31 30
Printing activ ity........................................... 81 67 67
Newsprint paper.......................................... 90 79 76 72

p Preliminary r Revised

Indexes of Business Activity
The outstanding development in business activity dur

ing the past month has been a large increase in sales of 
textiles by mill agents, accompanying the substantial 
rise in prices of textile raw materials. Changes in other 
data now available on general business activity in 
August were largely confined to the usual seasonal 
movements. Car loadings of merchandise and miscella
neous freight in the first three weeks of the month were 
little changed from the average July level, while load
ings of bulk freight showed a small seasonal increase. 
Department store sales in New York City and vicinity 
in the first half of August were 2 2  per cent lower than 
a year previous, the smallest year to year reduction since 
April. On the other hand, a preliminary estimate indi
cates that bank debits outside of New York City declined 
more than seasonally.

A  majority of this bank’s indexes of general trade and 
business activity were somewhat lower in July than in 
June. Car loadings of merchandise and miscellaneous 
freight declined substantially, sales of department stores 
in this district were reduced more than is usual, and 
decreases occurred in the seasonally adjusted indexes of 
wholesale trade and of chain grocery store sales. There 
was also a decline in foreign trade which is explainable 
only in small part by the usual seasonal change. On the

other hand, car loadings of bulk freight showed more 
than the usual seasonal expansion, and the adjusted 
index of bank debits outside of New York rose slightly 
for the second consecutive month.

(Adjusted for seasonal variations, for usual year-to-year growth, and where 
necessary for price changes)

1931 1932

July May June July

Primary Distribution
Car loadings, merchandise and misc........ 75 56 55 51
Car loadings, other...................................... 69 42 38 41

64 52 45 43p
80 60 65 49 p

Waterways traffic......................................... 64 34 32 31
Wholesale trade............................................ 97 76 79 77

Distribution to Consumer
Department store sales, 2nd Dist............. 90 76 76 73
Chain grocery sales...................................... 94 77 74 72
Other chain store sales................................ 87 78 76 76
Mail order house sales................................. 92 75 73 69
Advertising..................................................... 76 59 59 55
Gasoline consumption.................................. 86 65 81
Passenger automobile registrations.......... 53 31 41 p

General Business Activity
Bank debits, outstide of New York City. 82 63 64 65
Bank debits, New York C ity..................... 72 57 62 61
Velocity of bank deposits, outside of New

York C ity ................................................... 88 79 76 82
Velocity of bank deposits, New York City 80 55 61 61
Shares sold on N. Y. Stock Exchange. . . 104 56 59 75
Postal receipts............................................... 85 69 69
Life insurance paid fo r ................................ 89 73 76r 76 p
Electric power............................................... 87 68 68p
Employment in the United States........... 77 63 61 60
Business failures........................................... 100 132 129 139
Building contracts........................................ 56 31 22 27
New corporations formed in N. Y. State. 96 83 94 91
Real estate transfers.................................... 52 47 48

General price level*...................................... 149 132 129 129
Composite index of wages*........................ 207 184 182r 180p
Cost of living*............................................... 148 132 130 134

p Preliminary r Revised * 1913 average =100

Building
An increase of 14 per cent over June occurred in the 

July volume of building and engineering contracts 
awarded in the 37 States covered by the F. W . Dodge 
Corporation report. Ordinarily, the July contract vol
ume is less than June, but this year contracts for public 
works and other non-residential construction, chiefly 
public buildings, showed an increase between these two 
months. The total o f contract awards, however, contin
ued at a comparatively low level, the July figure being 
55 per cent below that of a year ago. Nevertheless, this 
comparison is more favorable than that of the first seven 
months of the year for which the total was 62 per cent 
smaller than a year ago.

During the first three weeks of August, the value 
of contract awards receded from the July level by 
about the estimated seasonal amount. A  substantial fall
ing off in residential construction and in non-residential 
construction of the commercial, factory, and public 
building type was approximately offset by a considerably 
less than seasonal decline in public works and utilities 
contracts.

Foreign Trade
The foreign merchandise trade o f the United States 

continued to decline during July, only a small part of 
the decrease being accounted for by seasonal movements. 
Exports, amounting to $107,000,000, were 41 per cent 
below a year ago and were at the lowest level since 
July 1908. A fter a brief stimulus in the previous month
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in anticipation of higher tariff rates on certain com
modities, imports declined in July to only $79,000,000, 
or less than half the value of a year ago and the smallest 
monthly total since July 1904.

Exports of crude materials showed a substantial gain 
over the previous month, reducing their decline from a 
year ago to less than 3 per cent. Shipments of raw 
cotton, one of the leading commodities in this type of 
exports, were 17 per cent larger in value than in July 
1931, and the volume was increased 77 per cent. Other 
major groups of exports, however, registered larger de
clines from a year ago in July than in the previous 
month. The heaviest drop occurred in exports of crude 
foodstuffs, chiefly grains.

Among the imports, crude and manufactured food
stuffs showed the smallest percentage decrease from a 
year ago. Meanwhile, imports of crude materials and 
semi-manufactures, the two groups that showed tem
porary gains in the previous month, had the largest 
decreases from July 1931— about 60 per cent. The vol
ume of crude rubber and coffee imports showed con
siderable declines, both as compared with the previous 
month and with a year ago, while the quantity of raw 
silk imports was somewhat larger than in June and 
only 3 per cent less than a year ago.

Wholesale Trade
Total July sales of the reporting wholesale firms in 

this district were about 42 per cent smaller than a year 
ago, a somewhat larger decline than had been reported 
in previous months. Sales of stationery, groceries, cotton 
goods, m en’s clothing, jewelry, and diamonds showed 
unusually large year to year reductions, while sales of 
hardware, shoes, and paper registered decreases not 
materially larger than in June. Drug firms reported a 
decline in sales, following an increase in June, but the 
reduction was the smallest reported by any line in July. 
Machine tool orders, reported by the National Machine 
Tool Builders Association, were reduced from a year ago 
by the largest percentage since April. Yardage sales of 
silk, reported by the Silk Association of America, were 
reduced less than in June.

Stocks of merchandise held by wholesalers at the end

72 MONTHLY REVIEW,

Commodity

Percentage 
change 

July 1932 
compared with 

June 1932

Percentage 
change 

July 1932 
compared with 

July 1931

Per cent of 
accounts 

outstanding 
June 30 
collected 
in July

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1931 1932

Groceries.........................
Men’s clothing...............
Cotton goods.................
Silk goods.......................
Shoes................................
Drugs...............................
Hardware........................
Machine tools**............
Stationery.......................

— 11.3 
— 51.4 
— 41.6 
—  3.5* 
— 13.6 
— 23.2 
— 24.9 
— 32.0 
— 17.2 
— 16.8 
— 63.6 
— 77.6

+  0 . 8

+  5.3 
+  1 .8 * 
+23 .8
—  2.9
—  7.4

— 25.5 
— 6 6 .8  
— 47.6 
— 27.7* 
— 49 .2 
—  5.8 
— 36.8 
— 58.9 
— 41.7 
— 39.1 
— 75.3 
— 72.1

— 17.3

— 37.3
— 6.3* 
— 2 1 .1
—  2.3 
— 24.7

78. S
31.0
34.0 
54.7 
39.3 
23.9
47.2

63.3
53.1

J 16.8

73.9
28.7 
30.0
61.3
30.7
21.4
44.8

53'.2 
45.2

| 15.4Diam onds.......................
Jewelry............................

—  1 .8  
+  2.7

— 30.7
— 24.2

Weighted average... — 26.7 — 41.9 49.1 45.9

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association

of July were about as far below a year ago in most lines 
as at the end of June. Collections in July averaged 
slightly slower than in June.

Department Store Trade
Total July sales of the reporting department stores in 

this district were 30 per cent below a year ago, but after 
making allowance for two less shopping days in July 
this year than in 1931, the reduction in average daily 
sales was slightly smaller than in June. Average daily 
sales of the New York, Newark, Northern New York 
State, and Capital District department stores showed 
smaller decreases than in June, and the daily sales of 
Buffalo, Bridgeport, Syracuse, Southern New York State, 
Hudson River Yalley District, and Westchester stores 
were below the level of a year ago by the smallest per
centages in several months. Sales of the leading apparel 
stores on a daily basis also were reduced from a year ago 
by a slightly smaller amount than in June.

During the first half of August the sales of reporting 
department stores in Newr York and vicinity showed a 
decline of 2 2  per cent from  the corresponding period last 
year, the smallest decrease since April.

Merchandise stocks on July 31, valued at retail prices, 
were further below the level of a year ago than at the 
close of June. July collections in all localities were 
slower than in 1931.

SEPTEMBER 1, 1932

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding
Net

July

sales

Jan. to 
July

Stock 
on hand 
end of 
month

Jun
collec

Ju

1931

e 30 
ted in
iiy

1932

Buffalo...............................................
Rochester..........................................

Newark.............................................
Bridgeport........................................
Elsewhere..........................................

Northern New York State. . . .
Southern New York State........
Hudson River Valley D istrict..
Capital District...........................
Westchester District..................

— 29.8
— 31.1
— 36.0
— 29.6
— 30.8
— 32.3
— 27.7
— 36.9
— 26.7
— 27.4
— 27.4
— 24.7

— 2 1 . 8
— 23.3
— 25.3
— 28.3
— 19.8
— 26.3
— 22.7

— 23.9 
— 23.1 
— 23.9 
— 18.0 
— 19.5 
— 12.7 
— 15.2

46.4 
42.9 
40.3 
25.1
40.5
38.0
32.1

41.7
37.1
38.9
23.4
35.4 
32.6 
29.0

All department stores............ — 3 0 .1 — 21.9 — 22.3 42.6 37.9
Apparel stores......................... — 31.2 — 25.4 — 25.5 42.4 38.1

Net sales 
percentage change 

July 1932 
compared with 

July 1931

Stock on hand 
percentage change 

July 31, 1932 
compared with 
July 31, 1931

Woolen goods.......................................... — 10.5 — 1 9 .1
Toilet articles and drugs....................... — 16.3 + 1 8 .0  

— 34.8H osiery..................................................... — 23.6
Men’s and Boys’ wear.......................... — 25.3 — 16.5
W omen’s ready-to-wear accessories .. .  
Cotton goods...........................................

— 27.2
— 27.6

— 28.0
— 17.8

Books and stationery............................ — 28.8 — 24.1
Home furnishings.................................... — 30.1 — 18.3
Shoes.......................................................... — 31.4 — 15.3
Linens and handkerchiefs..................... — 31.5 — 22.4
Women’s and Misses’ ready-to-wear.. 
Men’s furnishings...................................

— 32.5 
— 33.7

— 38.6
— 19.7

Silks and velvets..................................... — 34.3 — 24.0
Silverware and jewelry.......................... — 34.4 — 12.9
Furniture................................................... — 39.9 — 25.3
Toy and sporting goods........................ — 40.5 — 13.4
Luggage and other leather goods........
Musical instruments and radio...........

— 41.1 
— 47 .8

— 2 5 .6 
— 12.4

Miscellaneous.......................................... — 27 .2 — 29.7
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Index Number of Production of Manufactures 
and Minerals Combined, Adjusted for Sea

sonal Variation (1923-25 average =
100 per cent)

Index of Factory Employment with Adjustment 
for Seasonal Variation (1923-25 aver

age =  100 per cent)

PER CENT

of Labor Statistics (1926 aver
age =  100 per cent)

MILLIONS OF DOLLARS

Federal Reserve Bank Credit and Principal Fac
tors in Changes (Monthly averages of daily 

figures; latest figures are averages of 
first 21 days of August)

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

V r 0LTJM E  of industrial output declined seasonally from June to July while 
factory employment and payrolls decreased by more than the usual sea

sonal amount. In  July the general level of wholesale prices was about 1 per 
cent higher than in June, and in the first half of August prices of many 
leading commodities advanced considerably. Reserve Bank credit declined 
somewhat in the four weeks ended August 17, reflecting chiefly a substantial 
growth in the country’s stock of monetary gold.

P roduction  an d  E m p l o y m e n t  
Industrial production declined by about the usual seasonal amount in July 

and the Board ’s index, which is adjusted to allow for the usual seasonal 
variations, remained unchanged at 59 per cent of the 1923-1925 average. 
Activity decreased seasonally in the steel industry; by slightly more than the 
usual seasonal amount in the lumber, cement, newsprint, and meat packing 
industries; and by substantially more than the seasonal amount in the auto
mobile and lead industries. Output of shoes, which ordinarily increases in 
July, declined. A t woolen mills activity increased by a substantial amount, 
and at silk mills there was a seasonal increase in production. Activity at 
cotton mills decreased, as is usual in July, while sales of cotton cloth by 
manufacturers increased considerably. Output of coal increased from the low 
level prevailing in June.

Reports on the volume of factory employment and payrolls showed sub
stantial declines from the middle of June to the middle of July. In  the 
machinery, women’s clothing, and hosiery industries, and at railroad repair 
shops, the number employed decreased by considerably more than the usual 
seasonal amount, and at shoe factories the increase reported was smaller than 
usual. In  the woolen goods industry a substantial increase in employment 
was reported.

Value of building contracts awarded, as reported by the F. W. Dodge 
Corporation, continued at a low level during July and the first half of 
August.

Prospects for many leading crops, including corn, spring wheat, potatoes, 
and tobacco, were reduced somewhat during July, according to the Department 
of Agriculture. The estimated total wheat crop, based on August 1 conditions, 
is 723,000,000 bushels, a decrease of about 175,000,000 bushels from last 
year’s large crop, reflecting a reduction of 350,000,000 bushels in the winter 
wheat crop, offset in part by an estimated increase of 175,000,000 in the 
spring wheat crop. The first official cotton estimate, as of August 1, was
11.300.000 bales, as compared with crops of 17,100,000 last season and
13.900.000 the year before. The indicated production of corn is 2,820,000,000 
bushels, substantially larger than the crops of the last two seasons and slightly 
larger than the five year average.

D istr ib u tio n

Volume of freight traffic decreased somewhat from June to July, and 
value of department store sales was substantially reduced.

W h o le sa le  P rices
The general level of wholesale prices, as measured by the monthly index 

of the Bureau of Labor Statistics, advanced from 63.9 per cent of the 1926 
average in June to 64.5 per cent in July. Between the middle of July and 
the third week of August prices of live stock and meats, which had previously 
advanced considerably, declined somewhat, while price increases were reported 
for many other leading commodities, including wheat, textile raw materials 
and finished products, nonferrous metals, hides, sugar, coffee, and rubber.

B a n k  Credit

The total volume of Reserve Bank credit outstanding, which had increased 
by $850,000,000 between the end of March and the third week of July, 
declined by $95,000,000 in the four weeks to August 17, and in the same 
period member banks increased their reserve balances by $45,000,000. These 
changes reflected chiefly the addition of $95,000,000 to the country’s stock of 
monetary gold and an inflow to the banks of $30,000,000 in currency.

Total loans and investments of reporting member banks in leading cities 
were $250,000,000 larger on August 17 than four weeks earlier. Total loans 
of these banks continued to decline throughout the period, while their invest
ments increased substantially, reflecting an increase in holdings of United 
States Goverment securities in connection with Treasury financing operations. 
Time deposits increased by $95,000,000 and net demand deposits by $85,000,000.

Money rates in the open market remained at low levels. Successive reduc
tions brought the prevailing rates on prime commercial paper to a range of 
2-2^4 per cent in the first part of August.
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Money Market in September
Reports from member banks in principal cities during 

the past month have given further indication of a ter
mination o f the rapid decline in bank credit. During 
the four weeks ended September 21 there was a net in
crease of $431,000,000 in the total loans and investments 
of all weekly reporting banks, due to a heavy participa
tion in the new Government securities issued on Sep
tember 15. Most of this increase occurred in New York 
City, where the principal banks have been well supplied 
with reserves for several months. The net increase in 
the loans and investments of New York member banks 
in the four weeks ended September 21 was $323,000,000, 
bringing the total increase since July 20 to $511,000,000. 
Reporting member banks in other cities throughout the 
country also showed some net increase in their total loans 
and investments in the four weeks ended September 21, 
whereas in the preceding month there was practically no 
change, and in every previous month for more than a 
year there had been net declines.

The moderate upturn in member bank credit during 
the past two months followed recoveries in commodity and 
security prices from the low levels reached early in the

summer, but in general has not been in types of credit 
that are directly related to the commodity and security 
markets. Loans to brokers and dealers in securities, 
placed by New York City member banks for their own 
account and for out-of-town banks, have increased ap
proximately $80,000,000 during the past two months, but 
there have been more than offsetting declines in other 
security loans o f the reporting member banks, and the 
total security loans of these banks declined to the lowest 
level since the summer of 1924. A ll other loans of the 
reporting banks, which consist largely of commercial 
loans, have also been reduced further in recent weeks 
and on September 2 1  were well under the lowest point 
reached in 1922, as the accompanying diagram indicates. 
This is true both in New York City and elsewhere. Under 
the existing conditions of severely reduced business ac
tivity and difficulty in making profits, the amount of 
commercial loans currently required by business con
cerns or justified by their position is considerably re
duced.

In  view of this reduction in other forms of credit and 
the large requirements of the Government, which is now 
financing indirectly many transactions which under more

Loans and Investm ents of W eek ly Reporting M em ber Banks in Principal Cities (M onthly averages of weekly figures)
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normal conditions would be done directly through com
mercial and investment banking channels, an increasing 
proportion of bank funds necessarily is employed in Gov
ernment securities. Consequently, while bank loans have 
continued to decline, investments in Government securi
ties have increased rapidly, and practically all of the 
recent increase in member bank credit has been in that 
form. On September 21 the Government security hold
ings of the reporting banks showed an increase of 
$490,000,000 over a month previous, and constituted a 
larger proportion of total loans and investments than at 
any time since early in 1919. Most of the increase has 
been in securities of relatively short maturity.

The recent increase in bank credit followed a further 
strengthening of the position of member banks, which 
was reflected in continued reduction in their indebted
ness at the Eeserve Banks and at correspondent banks 
and a further increase in their reserves. There was also 
a marked decrease in the amount of funds the Recon
struction Finance Corporation was called upon to ad
vance to banks. These changes were the result of the 
same causes as in the preceding month— a continued gain 
o f gold by this country, a further return flow of hoarded 
currency to the banks, and additional issues of National 
bank notes. During September the increase in the mone
tary gold stock of the United States amounted to approxi
mately $1 0 2 ,000,000, bringing the total gain since the 
middle of June to around $280,000,000, and the amount 
of currency in circulation showed a net reduction of 
$86,000,000 between August 31 and September 28, con
trary to the usual seasonal movement. The volume of 
National bank notes issued under the recent amendment 
of the banking laws was increased about $50,000,000 
further during September, and a large volume of cur
rency of other types was retired. A  considerable part of 
the funds obtained by member banks directly or indi
rectly from these sources was used for the repayment of 
indebtedness, and the total loans of Federal Reserve 
Banks to member banks were reduced $93,000,000 
further during September to a new low point for the 
past year. Member bank reserve balances increased about 
$1 2 0 ,000,000 further, and in the latter part of the month 
were between 350 and 400 million dollars above minimum 
requirements, although they remained about $150,000,000 
below the level maintained during most of the year 1931 
up to the period of the heavy gold outflow.

M o n e y  R a t e s

Open market money rates showed little change during 
September. The principal exception was the yield on 
short term Government securities. Reflecting the value 
placed on the tax exemption feature and on expected 
exchange privileges, the Government securities that 
mature within six months sold near the end of the month 
at premiums that more than eliminated all net income. 
The average rate charged by leading New York City 
banks on prime commercial loans to customers and Stock 
Exchange time money rates also were reduced slightly 
in September,

Money Rates at New York

Sept. 30, 1931 Aug. 31, 1932 Sept. 30, 1932

Stock Exchange call loans....................... 1 H 2 2
Stock Exchange 90 day loans................. 2 ^ * 1 X -1 X 1
Prime commercial paper.......................... 2 2-2 X 2-2 X
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans..

l  X X X
t3.33 f 4 .13 f3 .98

Treasury securities
Maturing December 15 (yield).......... .85 .09 No yield
Maturing March 15 (yield)................. 1.17 .26 No yield

Federal Reserve Bank of New York re
discount rate........................................... I X 2 ^ 2 X

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills ix 1 1

* Nominal t  Average rate of leading banks at middle of month

S e p t e m b e r  T r e a s u r y  F i n a n c i n g  O p e r a t i o n s

September 15 issues of United States Treasury securi
ties took the form of $834,000,000 of S1/̂  per cent 5 year 
notes and $451,000,000 of 1*4 Per cent certificates of in
debtedness. The new issues were largely oversubscribed 
and were shortly quoted at premiums amounting to 
point in the case of the 1  year issue and %  point in the
5 year notes. These premiums subsequently were in
creased further accompanying strength in all Govern
ment securities.

On September 15 a total of $713,000,000 of Treasury 
certificates matured and of these $604,000,000 were ex
changed for the new issues, leaving only $109,000,000 of 
certificates to be redeemed in cash. Furthermore, cash 
subscriptions to securities of the new issues were un
usually large, so that the Treasury, instead of having a 
substantial excess of disbursements over receipts, as fre
quently happens on the quarterly tax dates, actually 
had larger credit balances at the Reserve Banks on Sep
tember 15 than on the previous day. Subsequently, in
come tax collections provided for Treasury disburse
ments, including requirements of the Reconstruction 
Finance Corporation, so that no withdrawals o f Govern
ment funds from depositary banks were made between 
September 7 and the end of the month.

The only other Government financing during Sep
tember was the sale of $100,000,000 of 91 day Treasury 
bills dated September 28, which replaced a maturity of 
like amount. This issue was sold at an average discount 
equivalent on an annual basis to .23 of one per cent, 
which is a lower yield than on any previous issue of 
Treasury bills.

B i l l  M a r k e t

Reflecting the large excess reserves in the possession of 
member banks, the discount market was exceedingly 
quiet during September. Few bills were offered in the 
market by discounting and accepting institutions, and 
whatever bills did come into dealers’ lists were immedi
ately absorbed by purchasing banks. As a result, port
folios o f the dealers remained at the low level reached in 
August and quotations for bills were unchanged at the 
rates established in the latter part of June.

Federal Reserve Bank holdings of bills for their own 
account remained very small, and the amount of bills
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MILLIONS OF DOLLARS

held for foreign correspondents continued to decline. It 
appears that the proportion of the total volume of out
standing bills owned by the accepting institutions was 
increased even further during September. A t the end of 
August, these accepting institutions that report their 
outstandings to the American Acceptance Council held 
$574,000,000 of bills, or nearly 85 per cent of all the 
bills outstanding, which then amounted to $682,000,000. 
The outstanding volume of bills has reached the lowest 
level since September 1926 as the result of a practically 
continuous decline during 1931 and 1932, which is shown 
in the accompanying diagram.

C o m m e r c i a l  P a p e r  M a r k e t

Virtually no change occurred during September in the 
open market for commercial paper. The prevailing rate 
for 4 to 6 month prime paper held to the 2 -2 ^  per cent 
level established early in August, and choice paper of 
maturity not exceeding 3 months continued to be sold 
at 1%  per cent, especially in the New England market. 
On the whole, the investment demand for prime paper 
coming from the banks was again reported to have been 
in excess o f the supply which the dealers were able to 
offer because of the limited amount of new paper that 
was created by the type of industrial and commercial 
concern eligible to use the open market.

End of August outstandings o f commercial paper, at 
$108,000,000, were 8 per cent larger than those of a 
month earlier, according to reports from dealers com
piled by this bank. In the two preceding years a decline 
occurred between July and August. Outstandings con
tinued to be less than 40 per cent as large as a year ago.

Security Markets

The July-August advance in the stock market was con
tinued through the first few trading days of September, 
and at the level then reached the general average of 
prices was close to the highest of the year, and was 
more than double the lowest quotations o f 1932. In the

next week, however, reactionary tendencies developed, as 
a result of which about 40 per cent of the rise from the 
year’s low point was canceled. This level of stock prices 
prevailed for only a few days, and was followed by a 
strong recovery, but in the closing week the market again 
turned irregularly lower. As the accompanying diagram 
indicates, stock prices near the end of September were 
moderately below the peak reached early in the month, 
but all classes, including the rails, utilities, and indus
trials, were near their end of August quotations.

Trading on the whole remained nearly as active in 
September as in August. Turnover on the New York 
Stock Exchange showed a daily average of about
3,200,000 shares, which compares with less than 1,000,000 
shares for some months prior to August.

Domestic corporation bond prices moved irregularly 
during September, following the large advances that 
occurred in the three preceding months. High grade 
issues held firm throughout the period, while in the lower 
grade bonds prices tended to move with stock prices, a 
sizable decline in such issues during the second week of 
the month being followed by a considerable recovery. 
Currently available price averages o f domestic corpora
tion bonds were not materially different toward the close 
of September than at the close of August, although on 
the whole they showed declines of 1 to 3 points in com
parison with the peak reached during the third week of 
August. The highest grade industrial and public utility 
bonds, however, were selling toward the close of Septem
ber at the best prices of the year, and the best quality 
railroad bonds were only slightly below their highs for 
the year.

Notwithstanding the irregularity shown by sections of 
the domestic corporation list there were sustained ad
vances in foreign bonds and in the United States Govern
ment bond list. Foreign issues, according to the Baker- 
Kellogg price average, rose about 2%  points further to 
the highest level since November 1931. Liberty Loan
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issues showed an average increase of %  of a point to a 
new high level for the year, and the average price of long 
term Treasury bonds advanced y% point virtually to 
duplicate the previous high point of the year.

N e w  F in a n c in g

Although the month of September usually produces a 
larger volume of new security issues than the preceding 
month, very little new financing, other than United 
States Government issues and a $60,000,000 Dominion 
of Canada loan, came onto the market during the month 
just closed. The Canadian financing was a one year 
4 per cent note issue, priced at par, which was floated for 
the purpose of refunding a $40,000,000 note maturity 
on December 1 and $13,000,000 of Treasury notes pres
ently callable, and for general purposes of the Canadian 
Government. It was announced that this issue was 
quickly oversubscribed. A  preliminary survey shows 
about twenty small State and municipal security offer
ings and three small public utility issues in September, 
the whole of which aggregated less than $30,000,000, 
including issues for refunding purposes. The public 
utility issues of long term bonds were priced to yield 
from  5.79 to 7.50 per cent.

Complete figures for August show total security flota
tions of $171,000,000, of which only $63,000,000 repre
sented new capital. For the first eight months of this 
year, security issues for the purpose of raising new 
capital have totaled $800,000,000; in the same period of 
1931, $2,600,000,000 of new capital issues were floated, 
and in 1930, $5,500,000,000.

G o ld  M o v e m e n t

During the month of September there was a gain of 
about $1 0 2 ,000,000 in the monetary gold stock of the 
United States, following a rise o f $114,000,000 in August. 
From the mid-June low point this country’s monetary 
gold stock has now been increased some $280,000,000, 
principally as a result of gold released from the ear
marked accounts of foreign central banks, but also due 
in part to the receipt of a sizable amount o f imported 
gold.

For the month of September, the net decrease in the 
amount of gold held under earmark for foreign account 
amounted to $72,300,000, the proceeds of which were 
paid to New York City banks. Included in this amount 
were funds for the redemption of about $15,000,000 of 
Paris-Lyons-Mediterranean Railroad bonds which were 
called for payment on September 15.

Imports of gold at New York during September 
amounted to about $20,000,000, of which $5,500,000 was 
received from  England, $5,600,000 from Holland, 
$3,500,000 from Canada, $2,800,000 from India, and 
$2,200,000 from  Mexico. A t San Francisco, $4,000,000 
was imported from  China and $500,000 from  Australia. 
There were virtually no gold exports.

F o r e ig n  E x c h a n g e

The principal European currencies weakened during 
September. A fter a period of firmness in the first part 
of the month, sterling lost ground gradually and closed 
on the 29th about 2 cents below the August 31 quotation. 
French francs declined during the first week, recovered 
temporarily, and then declined again in the latter part 
of the month. Swiss francs and guilders extended fu r
ther the losses sustained in August and belgas fluctuated 
around the estimated gold import point to this country. 
On the other hand, there was a rise in pesetas after the 
middle o f the month, and in the Scandinavian group 
only Swedish crowns failed to gain.

The quotations of South American currencies remained 
practically unchanged during September, as in recent 
months. Among the Far Eastern exchanges the yen 
advanced slightly from its low of the latter part of 
August and steadied at the new level, while Chinese and 
Indian currencies lost fractionally. Canadian dollars 
moved irregularly, but the discount was narrowed 
during the course of the month.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Sept. 30, 1931 Aug. 31, 1932 Sept. 29,1932

$ .1390 $ .1398 $ .1387 $ .1387
.2680 .22 00 .1780 .1795

England.............................. 4.8666 3.9250 3.4700 3.4519
France................................ .0392 .03940 .03920 .03917

.2382 .2330 .2379 .2379

.4020 .4026 .4023 .4016
Italy.................................... .0526 .0512 .0513 .0513

.2680 .2225 .1740 .1742

.1930 .0900 .0804 .0818

.2680 .2300 .1783 .1774

.1930 .1963 .1938 .1928

1 .0 0 0 0 .8800 .8963 .9088
.9648 .5450 .5865 .5865
.1196 .0560 .0763 .0763

1.0342 .4200 .4750 .4750
.4985 .4925 .2288 .2420
.3650 .2900 .2628 .2620

.3100 .3156 .3050

C e n tra l B a n k  R a t e  C h a n g e s

There were three more reductions in central bank rates 
during September. The Reichsbank lowered, its rate 
from  5 to 4 per cent on September 22, following consent 
of the Bank for International Settlements to modifica
tions in certain statutory provisions with regard to the 
relation between the discount rate and the legal reserve 
ratio, and a necessary government decree putting these 
modifications into effect. The National Bank of Czecho
slovakia reduced its rate from 5 to 4%  per cent on 
September 26, and the Bank of the Republic of Colombia 
lowered its rate from 6 to 5 per cent on the 19th.

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

The recent trend of factory employment was reversed 
between July and August. For the United States as a 
whole, the seasonally adjusted index of factory employ
ment computed by the Federal Reserve Board showed
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the first advance since last December and the largest 
increase since the beginning of the depression. The 
accompanying diagram shows the recent fluctuations in 
this index of factory employment, together with two 
important components. The August increase in employ
ment was largest in the textile and associated lines, 
shown in the diagram, while smaller advances occurred 
in the leather and food products industries. On the 
other hand, there were further declines in employment 
in the heavy industries, illustrated by the reduction 
shown in iron and steel.

No important change occurred in the number of work
ers employed in the building trades in August, but an 
increase was shown in workers engaged in highway con
struction, according to the United States Employment 
Service. Factory wage payments in the United States 
increased about 1 per cent in August, or somewhat less 
than is usual for the time of year.

In New York State, factory employment and pay
rolls increased 4 per cent from July to August, which is 
considerably more than the usual seasonal rise. This is 
the first advance since September 1931 in the adjusted 
employment index, and since July 1931 in the payroll 
index.

F o r e ig n  T r a d e
The value of this country’s foreign merchandise trade 

in August was slightly above the low level of the previous 
month. Imports, amounting to $91,000,000, showed about 
the normal seasonal increase, while exports, valued at 
$109,000,000, did not show all o f their usual gain over 
July. Decreases from a year ago were substantially 
smaller than in the preceding month, amounting to 34 
per cent in the case of exports and 45 per cent in the 
case of imports.

The value o f exports of crude materials was 16 per 
cent larger than in August 1931, and for all other groups 
of exports and all the m ajor groups of imports, declines 
from a year ago were smaller than in the previous month. 
The total quantity of raw cotton exported during August 
was more than double the low figure of a year ago and 
was larger than in the corresponding month of any year

since 1921; shipments of raw cotton to European coun
tries were nearly four times the small volume of a year 
ago and were also somewhat larger than in August 1930. 
The value of raw cotton exports was 83 per cent greater 
than in August of last year but was about one-third less 
than that of August 1930, due to the lower level of cot
ton prices. The volume of raw silk receipts increased 
substantially from July to August and was slightly 
larger than a year ago.

Exports of wholly and partly finished manufactures 
continued to show the largest declines from a year ago, 
and were somewhat less in value than in July of this year.

C ro p s
The September 1  report of the Department of A gri

culture indicates mixed changes from 1931 in the esti
mated output of the principal crops for 1932. Estimated 
production of winter wheat is 350,000,000 bushels short 
of last year’s record crop and 1 1 0 ,000,000 bushels below 
the average production for the 1924-1928 period, and 
this decline is only partly offset by a prospective yield of 
spring wheat between two and three times last year’s 
unusually small crop. Production of tobacco is estimated 
to be about one-third below last year ’s figure. The apple 
crop is also about one-third lower than a year ago, and a 
small decline is indicated for the potato crop. The cotton 
crop this year is forecast at only 11,300,000 bales, which 
is 5,800,000 bales short o f last year’s large crop and the 
smallest since 1923; both the area in cultivation and the 
condition of the crop are lower than a year ago.

On the other hand, the corn acreage is the second 
highest on record, and production is indicated at 
2,850,000,000 bushels, an increase over both last year ’s 
crop and the five year average. The total hay crop is 
estimated to be between the short harvest of last year 
and the average production from 1924 to 1928, and the 
forecast of oats is also in excess of last year’s harvest but 
below the five year average.

(In millions)

Crop

Harvested Indicated by condition

1924-1928
Average

1931
Actual

Aug. 1, 
1932

Sept. 1, 
1932

Corn, bushels....................................
Wheat, bushels..................................
Oats, bushels.....................................
Hay, tame, tons................................
Apples, total, bushels......................
Potatoes, white, bushels.................
Tobacco, pounds..............................
Cotton, bales....................................

2,625
829

1,277
73.8

180
361

1,299
15.0

2,563
894

1,112
64.2

202
376

1,601
17.1

2,820
723

1,215
67.4

136
367

1,020
11.3

2,854
715

1,245
6 8 . 6

138
357

1,028
11.3

P r o d u c t io n
A  further increase in industrial production of more 

than seasonal proportions appears to have occurred in 
September. The outstanding gain continued to be in the 
cotton goods industry. As is shown in the following 
diagram, average weekly output o f cotton goods again 
increased considerably more than is usual, according to 
a preliminary estimate, and sales, although considerably 
below the record August figure, were larger than in any 
previous month since February; unfilled orders declined
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decline, and other decreases occurred in the adjusted 
indexes of production of pig iron, lumber, wheat flour, 
and tobacco products.

(Adjusted for seasonal variations and usual year-to-year growth)

Statistics of Cotton Goods Production, Sales, Unfilled Orders, and 
Stocks, Issued by the Association of Cotton Textile 

Merchants of New York

slightly but with the exception of August were the larg
est since March 1929, and stocks on hand fell to the 
lowest level in a number of years. Gains also predomin
ated among other important industries for which figures 
are available. According to weekly reports of steel mill 
activity, it appears that production of steel ingots in
creased somewhat, whereas in past years there has been 
no consistent change from August to September. Output 
of bituminous coal expanded more than seasonally, and 
production of crude petroleum rose slightly. Automobile 
production, on the other hand, is reported to have de
clined further.

During August, improvement was discernible in many 
leading industries, and an increase of 2  points occurred 
in the Federal Reserve B oard ’s seasonally adjusted index 
o f production of manufactures and minerals, the first 
advance since last December and the largest gain for 
any month since February 1931. The principal increase 
occurred in the textile lines, with average daily con
sumption of raw cotton up 30 per cent over July, con
sumption of raw silk up 13 per cent, and wool mill 
activity up 33  per cent, whereas usually there is no im
portant change between July and August in these lines. 
Expansion of more than the usual proportions for this 
time of the year was shown in production of shoes and of 
bituminous coal, and a gain also occurred in the adjusted 
index of slaughterings of livestock. No important change 
other than seasonal was shown in output of steel ingots, 
lead, crude petroleum, and newsprint paper. On the 
other hand, production of automobiles had a considerable

1931 1932

Aug. June July Aug.
Metals

42 20 19 17
44 23 21 20
60 46 28 29
41 32 29 25

Tin deliveries r .............................................. 76r 45r 41r

Automobiles
Passenger cars............................................... 40 37 25 18
Motor trucks................................................. 59 38 32 24

Fuels
Bituminous coal............................................ 76 49 49 54p
Anthracite coal.............................................. 66 40 50 53p

57 37 36 35
Petroleum, crude.......................................... 75 69 68 67 p
Petroleum products...................................... 80 67 64

Textiles and Leather Products
Cotton consumption.................................... 78 55 54 68
W ool mill activ ity ........................................ 99 42 60 78
Silk consumption.................................... 77 68 82 88

97 77 69p 71p
Foods and Tobacco Products

Livestock slaughtered.................................. 91 83 84 92
Wheat flour.............................................. 91 84 85 76
Sugar meltings, U. S. ports........................ 74 67 64 62
Tobacco products......................................... 88 84 82 78

Miscellaneous
83 51 48 47
58 76

Lumber........................................................... 42 31 30 27
Printing activ ity ........................................... 78 67 65
Newsprint paper........................................... 80 76 72 72

C o m m o d it y  P r ice s

Wholesale commodity prices continued to advance in 
the first part of September, and the weekly index com
puted by the Bureau of Labor Statistics reached a new 
high since last A p r il ; subsequently prices declined 
slightly. Recent movements of this index are shown in 
the following diagram, which also indicates the 
advance that has occurred in farm prices at the farm, as 
measured by the Department of Agriculture index. In 
August and September farm prices were 13 per cent 
above the June low, whereas the general index of whole
sale prices in September was 3 per cent above the June 
level.

Among individual commodities, the outstanding in
crease during September was in domestic wool, which 
rose 10 cents a pound to 45 cents, the highest level since 
March and 14 cents above the July low. The price of 
silk advanced in the first week of September to the high
est point since February, and hides rose to 8^/2 cents a 
pound, more than double the July low. Scrap steel at 
Chicago advanced further, the price of copper increased 
early in the month to 6%  cents a pound, the highest since 
March, and zinc rose to a peak of 3%  cents a pound, 
more than 1 cent above the May low and the highest 
point reached since last October. Subsequently, how
ever, there were moderate reactions in some of these com-
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Farm Prices at the Farm

modities. The principal decreases were in corn, which 
declined to a new low level for recent years, and in 
cotton, which lost about half o f the June-August re
covery. Net declines occurred also in wheat, rubber, and 
lead. There was little net change for the month as a 
whole in livestock, sugar, petroleum, silver, and tin, 
although early in September the price of tin reached the 
highest level in about a year.

B u ild in g

The August value of building and engineering con
tracts awarded in the 37 Eastern States covered by the 
F. W . Dodge Corporation report was 4 per cent larger 
than the July figure, and with the exception of May 
showed the largest amount so far this year. The increase 
reflected entirely an unseasonal increase in awards for 
public works and utilities combined. Residential build
ing, after adjustment for the usual seasonal movement, 
remained at a low level and other non-residential build
ing showed no significant change. Total contract awards 
reported during the first three weeks of September con
tinued at about the August level, due to more than sea
sonal increases in residential building and in public 
works and utilities contracts, which offset a decline in 
other non-residential construction. Consequently it ap
pears that the total contract volume in the third quarter 
of this year was not materially different from that of 
the second quarter, whereas ordinarily there is a seasonal 
reduction.

In the Metropolitan area of New York, an increase of 
31 per cent was reported in contract awards between 
July and August, contrary to the usual tendency. A ll 
o f the major construction categories contributed to the 
increase, a rise o f 26 per cent in residential building be
ing produced by increased construction of one and two 
family houses.

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

So far as may be determined from the limited amount 
of data now available, it appears that business activity 
increased somewhat in September. Car loadings both of

merchandise and miscellaneous freight and of bulk mate
rials showed more than the usual increase during the first 
three weeks of September, and department store sales in 
New York City and vicinity in the first half of the 
month showed the smallest decline from a year ago since 
January. Bank debits outside o f New York City in
creased seasonally and electric power production rose 
slightly more than is usual, according to preliminary 
estimates based on weekly figures.

In August, no definite tendency was apparent in gen
eral business activity, according to this bank’s indexes. 
Car loadings of bulk freight expanded more than usually, 
and a large gain was shown in the adjusted index of 
wholesale trade. W ith the exception of the usual seasonal 
variations, there was little change in railroad loadings of 
less than car load and miscellaneous freight, in imports 
of merchandise, and in sales of chain grocery stores. On 
the other hand, declines occurred in the adjusted indexes 
o f sales of department stores, sales of chain stores other 
than grocery chains, bank debits outside of New York 
City, and merchandise exports.

(Adjusted for seasonal variations, for usual year-to-year growth, 
and where necessary for price changes)

1931 1932

Aug. June July Aug.
Primary Distribution

Car loadings, merchandise and misc....... 72 55 51 51
Car loadings, other................................... 64 38 41 43

58 45 43 40p
74 65 53 53 p

Waterways traffic...................................... 58 32 31
Wholesale trade......................................... 89 79 77 87

Distribution to Consumer
Department store sales, 2nd Dist............ 89 76 73 69
Chain grocery sales................................... 91 74 72 73
Other chain store sales............................. 90 76 76 71
Mail order house sales.............................. 82 73 69 64
Advertising................................................ 74 59 55 54
Gasoline consumption............................... 85 81 61
Passenger automobile registrations.......... 48 41 28p

General Business Activity
Bank debits, outside of New York City.. 81 64 65 60
Bank debits, New York City................... 67 62 61 60
Velocity of bank deposits, outside of New

York City.............................................. 86 76 81r 77
Velocity of bank deposits, New York City 77 61 61 65
Shares sold on N. Y. Stock Exchange. . . 76 59 75 229
Postal receipts........................................... 81 69
Life insurance paid for............................. 90 76 74 76
Electric power........................................... 83 68 68p 66p
Employment in the United States.......... 76 61 60 60
Business failures........................................ 104 129 139 140
Building contracts..................................... 50 22 27 29
New corporations formed in N. Y. State. 95 94 91 99
Real estate transfers................................. 52 48 42 43
General price level*................................... 149 129 129 132
Composite index of wages*...................... 206 182 179p 179p
Cost of living*........................................... 148 130 134 134

p Preliminary r Revised * 1913 average= 100

D e p a r tm e n t  S to r e  T r a d e

Total August sales o f the reporting department stores 
in this district were 16 per cent below the previous year, 
the smallest reduction in monthly sales since February, 
but the decline in average daily sales was about the same 
as in other recent months, as in the various localities of 
this district there were 1 %  or 2 more shopping days 
in August this year than in 1931. The New York and 
Rochester stores showed much the same reductions in 
daily average sales as in the previous month, and the
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Newark stores reported the smallest decrease in several 
months. In other localities of the district, however, daily 
average sales o f the reporting stores generally showed 
somewhat larger year to year reductions than in July. 
The daily rate of sales in the leading apparel stores also 
showed a somewhat larger decline than in July.

During the first half of September, department store 
sales in the Metropolitan area of New York declined only 
17 per cent from the corresponding period of last year, 
indicating the smallest decrease in the daily rate of 
sales since January.

Stocks of merchandise on hand at the end of August, 
at retail valuations, continued to show a progressive 
decline from a year ago, and the percentage of charge 
accounts collected during August was again somewhat 
lower than last year.

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding

Locality
Net sales

Stock

July 31 
collected in 

August
on hand

Aug.
Jan. 

to Aug.
end of 
month 1931 1932

New Y o rk ......................................... — 15.4 — 21.3 — 26.0 36.4 34.9
Buffalo............................................... — 26.0 — 23.6 — 27.0 43.0 40.6
Rochester.......................................... — 20.7 — 24.9 — 27.3 34.4 37.3
Syracuse............................................. — 31.5 — 28.6 — 19.0 23.7 2 1 . 0
Newark.............................................. — 1 0 .2 — 18.9 — 2 0 . 0 33.1 29.2
Bridgeport........................................ — 2 2 . 2 — 25.9 — 14.6 34.6 32.4
Elsewhere..........................................

Northern New York State........
Southern New York State........

— 23.8
— 28.4
— 2 2 . 8

— 2 2 . 8 — 15.6 29.0 25.0

Hudson River Valley District. .
Capital District...........................
Westchester..................................

— 26.6
— 20.5
— 25.7

All department stores............ — 16.3 — 21.4 — 24.3 34.8 32.4

Apparel stores......................... — 2 2 . 0 — 25.2 — 27.5 34.8 35.5

Net sales 
percentage change 

August 1932 
compared with 

August 1931

Stock on hand 
percentage change 
August 31, 1932 
compared with 

August 31, 1931

Toilet articles and drugs....................... +  3 .4 +  1 . 6
Woolen goods.......................................... +  0 . 2 — 29.1
H osiery...................................................... —  7 .6 — 40.3
Men’s furnishings....................................
Men’s and Boys’ wear..........................

—  8 .4 — 26.9
—  9 .0 — 2 2 . 8

Women’s ready-to-wear accessories.. . — 11.3 — 30.9
Silks and velvets..................................... — 13.4 — 26.8
Cotton goods........................................... — 13.5 — 26.4
Toys and sporting goods....................... — 14.6 — 2 0 .1
Shoes............... .......................................... — 14.9 — 22.9
Books and stationery............................ — 15.9 — 26.9
Luggage and other leather goods........ — 16.0 — 33.2
Linens and handkerchiefs..................... — 16.7 — 24.4
Home furnishings.................................... — 17.6 — 25.1
Silverware and jewelry.......................... — 20.3 — 15.9
Furniture................................................... — 24.2 — 32.5
W omen’s and Misses’ ready-to-wear.. — 27.4 —41.5
Musical instruments and radio........... — 57.5 — 32.2
Miscellaneous.......................................... —  8 . 6 — 31.6

W h o le s a le  T r a d e
The August sales of the reporting wholesale firms aver

aged 27 per cent below last year, a somewhat smaller 
reduction than in July. Sales of silk goods, reported in 
yardage by the Silk Association of America, and also 
drug sales showed increases in August following declines 
in Ju ly ; in the case of silk goods, the increase was the 
first to be reported this year. Grocery, paper, and sta
tionery concerns had the smallest reductions in sales

since the first quarter of the year, and sales of hardware, 
shoes, cotton goods, jewelry, and diamonds, though con
tinuing substantially below August 1931, did not show as 
large declines as in the previous month. Sales of m en’s 
clothing and machine tool orders were reduced from  a 
year ago by about as large an amount as in August.

Stocks of merchandise on hand at the end of August 
continued to show about the same reductions from a year 
ago as in, July. Collections in August of this year were 
about the same as in August 1931, and were higher 
than in July.

Commodity

Percentage 
change 

August 1932 
compared with 

July 1932

Percentage 
change 

August 1932 
compared with 
August 1931

Per cent of 
accounts 

outstanding 
July 31 

collected in 
August

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1931 1932

Men’s clothing...............
Cotton goods.................

Drugs...............................
Hardware........................
Machine tools**............

Paper................................

+  0 .5  
+171 .7  
+ 43 .6  

+ 118 .7* 
+ 45 .7  
+  6.7  
—  4 .7  
+ 11 .9  
+ 13 .5  
+  8 .1  
+ 79 .3  

+124 .3

+  4 .0

+  3 .0  
— 13.2*
—  9.1 
+  2 . 1
—  2.5

— 12.3
— 65.5
— 24.3
+ 24 .9*
— 31.4
+ 1 4 .4
— 30.7
— 60.5
— 18.9
— 27.3
— 59.6
—4 1 .0

— 13.5

— 39 '.8 
— 13.6* 
— 24.6 
—  8.9  
— 2 1 . 0

74.7
34.3
33.6
53.9
36.9
31.0
45.1

66.9
46.6

} 15.4

76.4 
29.9
29.4 
79.2
32.8 
23.0
41.9

55.4
38.4

} 14.0—  4 .5
—  8 . 0

— 29.5
— 30.1

Weighted average... + 58 .1 — 26.6 48.5 48.4

* Quantity not value. Reported by Silk Association of America 
** Reported by the National Machine Tool Builders Association

C h a in  S to r e  T r a d e
August sales of the reporting chain stores in this 

district averaged about 13%  per cent smaller than in 
the previous year, which is a slightly larger decline than 
in other recent months despite the fact that there was 
one more selling day in August this year than in 1931. 
The grocery and candy chains continued to report com
paratively small reductions from a year ago, but ten 
cent, variety, and drug chain organizations showed re
ductions of slightly more than 15 per cent, and the shoe 
chains again reported a large drop in the dollar volume 
of sales.

Grocery and shoe chains had slightly smaller decreases 
in sales per store than in total sales, reflecting a decline 
in the number of units operated, while other types of 
chains which have increased the number of stores over 
a year ago reported larger declines in unit sales than 
in the total.

Type of store

Percentage change August 1932 
compared with August 1931

Number
of

stores
Total
sales

Sales
per

store

—  0 .5 —  6.3 —  5 .8
+  1.4 — 16.3 — 17.5

D rug................................................. +  0 . 2 — 17.4 — 17.6
Shoe.................................................. —  2 .3 — 25.0 — 23.2

+  3 .7 — 15.3 — 18.3
+ 1 2 .6 —  3.6 — 14.3

T otal........................................ +  0 . 8 — 13.6 — 14.3
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Business Conditions in the United States
(Summarized by the Federal Reserve Board)

V O L U M E  of industrial production increased from Ju ly  to August by con
siderably more than the usual seasonal amount, reflecting chiefly expansion 

in activity at textile mills. Wholesale prices advanced during August and the 
general level prevailing in the first three weeks of September was somewhat 
higher than in other recent months. There was a further growth in the country’s 
stock of monetary gold and a non-seasonal return flow of currency to the 
Reserve Banks.

P roduction  an d  E m p l o y m e n t

Industrial output increased substantially in August and the Board ’s 
seasonally adjusted index showed an advance from 58 to 60 per cent of the 
1923-25 average. Activity at cotton, woolen, silk, and rayon mills increased 
from the low level of other recent months by considerably more than the usual 
seasonal amount, and there was also a substantial increase in activity at shoe 
factories. Output of automobiles, however, declined further and production in 
the steel and lumber industries showed none of the usual seasonal increase in 
August. During the first three weeks of September there was a slight advance 
in steel output.

Employment at factories increased slightly more than is usual at this 
season. There were large additions to working forces in the textile, clothing, 
and leather industries, while in the automobile, tire, and machinery industries 
and at car-building shops the number employed decreased further. Aggregate 
wage payments increased less than seasonally.

Build ing contracts awarded up to September 15, as reported by the 
F. W. Dodge Corporation, indicate that for the third quarter the total value of 
contracts will be about the same as for the second quarter, whereas usually 
awards for the third quarter are smaller. Currently, contracts for public works 
are a considerably larger part of the total than they were at the beginning of 
the year and residential contracts are a smaller part.

Department of Agriculture crop estimates based on September 1 conditions 
indicate little change in prospects during August. Indicated crops of wheat and 
tobacco are considerably smaller than in other recent years, while the corn crop 
is the largest since 1925. The cotton crop is estimated at 11,800,000, a decrease 
of about 6,000,000 bales from the large crop of a year ago.

D istr ib u tio n

Volume of merchandise and other freight handled by the railroads increased 
seasonally during August, while during the corresponding period a year ago no 
increase was reported. Department store sales of merchandise increased from 
Ju ly to August by somewhat less than the usual seasonal amount.

W h o le sa le  P rices

Wholesale commodity prices advanced from 64.5 per cent of the 1926 aver
age in Ju ly to 65.2 per cent in August, according to the monthly index of the 
Bureau of Labor Statistics. During August prices of many leading commodities 
including textile raw materials and finished products, wheat, hides, nonferrous 
metals, sugar, rubber, and coffee, increased substantially. In  the first half of 
September there were declines in the prices of many of these commodities, 
while prices of wool and woolen goods, cattle, and hides advanced.

B a n k  Credit

During recent weeks further growth in monetary gold stock, a return flow 
of currency from hoards, and new issues of National bank notes have resulted 
in additions to the reserve funds of member banks. These banks have employed 
a part of the funds in further reducing their borrowings at the Reserve Banks, 
and have accumulated a part as reserve balances, which at the present time are 
more than $300,000,000 in excess of required reserves. Reserve Bank holdings 
of United States Government securities and of acceptances remained practically 
unchanged during the four weeks ended September 14, while the total of 
Reserve Bank credit declined by $43,000,000 through the reduction of discounts 
for member banks.

Loans and investments of reporting member banks in leading cities showed 
little change between the middle of August and the middle of September. A  
further decline of more than $150,000,000 in loans by banks outside New York 
City during the past four weeks was offset in large part by continued increase 
in investment holdings, chiefly at member banks in New York City. There was 
a considerable growth in deposits of reporting member banks, reflecting in 
part larger balances held by city banks for the account of other banks.

Money rates in the open market remained unchanged at low levels during 
August and the first half of September.
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Money Market in October
A  continued flow of funds into the banks has occurred 

during the past month. As in the two previous months, 
some of the funds have been used either for further 
repayments of member bank indebtedness at the Reserve 
Banks or as the basis for expansion of bank credit, and 
the remainder has been added to unemployed reserves. 
The principal receipts of funds by member banks during 
the past three months, and the ways in which the funds 
have been used, have been as follows:

( In  millions of dollars)
July 27 to 

Oct. 26
F unds  Obtained  T h r o u g h :

Gold imports, releases of earmarked gold, etc............  297
Increase in Treasury currency outstanding (chiefly

new National bank notes)..................................  134
Net receipt of all kinds of currency from circulation 106

Total funds received...................................  537

D isp o sit io n 1 of F u n d s :
Used to repay borrowings at Federal Eeserve B a n k s.. 203 
Used as reserve against increased deposits, which

resulted partly from credit expansion................. 90

Total funds used........................................  293

Amount added to excess reserves..................  244

As this indicates, the largest gain of funds has been 
through the rise in this country’s monetary gold stock, 
which has been supplemented by the issuance of a sub
stantial volume of new National bank notes and by a 
return flow of currency to the banks which is contrary 
to seasonal tendency. Over $200,000,000 of the funds 
have been used to repay borrowings from the Reserve 
Banks, about $90,000,000 haye been absorbed by the 
increase in member bank reserve requirements, and the 
remainder has not thus far been employed.

During the past four weeks the gain of gold, while 
substantial, has not been quite as large as in the two 
previous months, and the return flow of currency has 
been relatively small. New issues of National bank notes 
also have been somewhat smaller in October than in 
August and September, and, although some further 
repayments of member bank borrowings from the Reserve 
Banks have been made, the change here again has been 
less rapid during the past month. On the other hand, 
the increase in reserve requirements reflecting deposit

increases has been accelerated, especially in New York, 
where the principal banks have continued to hold at 
least half of the total excess reserves.

Recent changes in the deposits and in the total loans 
and investments of reporting member banks in New 
York City and in other leading cities are shown in the 
accompanying diagram. As the first section o f this 
diagram indicates, the net demand and time deposits of 
the principal New York City banks are now nearly 
$1,000,000,000 above the low point reached in March, 
and a large part of the gain has taken place since July. 
The increase during the past three months has been 
due partly to the direct effects of currency deposits at 
these banks, the receipt by the banks of the proceeds 
of gold imports and gold released from earmark, and 
deposits of funds in New York by banks in other locali
ties. A  considerable part of the increases in deposits, 
however, has resulted directly or indirectly from the 
credit expansion which is reflected in total loans and 
investments. During the past month there has been a 
further net increase o f about $20 0 ,000,000 in the loans 
and investments of New York banks, bringing the total 
increase since the third week in July to about $700,- 
000,000. The total loans o f these banks have not changed 
materially during the past month, but holdings of Gov
ernment securities have continued to increase substan-
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tially, and recently there has been a moderate increase 
also in investments in other securities.

Outside of New York there has been no material 
increase as yet, either in deposits or in total loans and 
investments. However, the deposits of the reporting 
banks outside o f New York reached their lowest point 
in August and have since shown a gradual upward 
tendency, and the total loans and investments of these 
banks have at least leveled out during the past three 
months.

The earlier expansion of bank credit in New York City 
than elsewhere is in conformity with the usual develop
ments in periods of depression. Almost invariably the 
New York City banks have led in expanding credit, 
probably due to the earlier accumulation of funds in 
their possession. Some of the funds they receive, how
ever, represent deposits by banks in! other localities 
pending the time when those banks find satisfactory 
ways of employing funds. This frequently puts the 
responsibility for employing funds on the “  money 
market’ ’ banks in New York until evidences of at least 
the early stages of business improvement appear. Many 
of the important developments of the past few months, 
including the accumulation of substantial excess reserves, 
the expansion of deposits and then of investments in 
New York banks, the rise in prices of high grade bonds, 
and the recent upturn in business activity, have fo l
lowed the same general pattern as that observed on a 
number of occasions in earlier periods of depression.

M o n e y  R a t e s

Open market money rates in New York moved some
what lower during October. On October 13 the Stock 
Exchange rate for call money, which had been held at 
2  per cent for several months, was reduced to 1  per cent. 
This was accompanied by a slight further decline in 
quotations for Stock Exchange time loans and a reduc
tion of %= per cent in rates on bankers acceptances. 
Government securities maturing within six months con
tinued to sell on a basis which offered no net yield, and 
commercial paper rates declined gradually.

Money Rates at New York

Oct. 30, 1931 Sept, 30, 1932 Oct, 31, 1932

Stock Exchange call loans....................... 2/4 2 1
Stock Exchange 90 day loans................. *3K~4 *1 * X - K
Prime commercial paper.......................... 3 H -4 H 2 - 2  X 1H -2
Bills— 90 day unindorsed........................
Customers’ rates on commercial loans..

3H % H
t3.67 f 3 .98 f 3 .96

Treasury securities
Maturing December (yield)............... 1.48 No yield No yield
Maturing March (yield )...................... 2.32 No yield No yield

Federal Reserve Bank of New York re
discount rate........................................... 3H 2 y2 2H

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills 3 Vs 1 1

* Nominal f  Average rate of leading banks at middle of month

B i l l  M a r k e t

The discount market for bankers bills continued ex
tremely quiet during October, reflecting the large excess 
reserves in the possession of the member banks which 
induced them to retain most of the bills that came into

their possession either in the process of accepting or 
discounting. Dealers’ portfolios remained at a low level, 
as the few bills that they were able to obtain quickly 
moved out in response to investment demand, which in
cluded some buying by domestic corporations. Dealers’ 
rates for bills, which had shown no change since June, 
were reduced *4 of one per cent on October 13, following 
the reduction in the call loan rate, without any appre
ciable effect on the supply of or demand for bills. The 
new offering rates of %  per cent for maturities up to 
90 days, %  per cent for 4 month bills, and %  Per cent 
for 5 and 6 month dates are the lowest in the history 
of dollar acceptances.

W ith Federal Reserve holdings of bills for their own 
account remaining at a low level and with the amount 
held for foreign correspondents declining further, the 
accepting banks and bankers continued during October 
to hold a large proportion of all the bills outstanding. 
The accepting institutions’ holdings on September 30 
amounted to $573,000,000, or 84 per cent of the $683,- 
000,000 of bills outstanding on that date. The end of 
September outstandings were less than $2,000,000 higher 
than the August total, but the increase was the first that 
had occurred since October 1931. The September in
crease was the result chiefly of seasonal drawings of 
bills under domestic warehouse credits.

C o m m e r c i a l  P a p e r  M a r k e t

Open market commercial paper rates were reduced 
from 2-2%  per cent to a prevailing range of l % - 2  per 
cent during the first week of October, and following 
reductions in call money and bill rates around the middle 
of the month there was a tendency for  commercial paper 
rates to seek still lower levels. Some high grade names 
began to be offered at 1 %  per cent, but due to the 
scarcity of this type of paper no general change from 
the rate level established in the first part o f the month 
became effective. Dealers’ supplies of paper continued 
light, reflecting the small borrowing requirements o f the 
type of industrial and commercial concern that can ob
tain funds in the open market. Meanwhile, the steady 
investment demand coming from  the banks quickly ab
sorbed all of the good paper offered by dealers.

A  further increase of 9 per cent occurred during Sep
tember in the amount of commercial paper outstanding 
through dealers reporting to this bank, carrying out
standings up to $118,000,000. The August-September in
crease this year is in contrast with a decline in the 
corresponding period of the two previous years. The 
September 30 figure, however, was less than half as large 
as that of September 1931.

S e c u r ity  M a rk e ts

The principal characteristic of the bond market dur
ing October was the stability that existed in the prices of 
high grade investment issues. As is indicated by the line 
in the accompanying diagram showing price movements 
for the highest grade of domestic corporation bonds, 
as reported by M oody’s Investors Service, such issues
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PRICE

Federal Reserve Bank of New York Price Average of United States 
Government Bonds, Moody’s Investors Service Average Price 

of 30 Aaa Domestic Corporation Bonds, and the Standard 
Statistics Company Daily Price Index of 60 Domestic 

Corporation Bonds

held within a half point of their recent highs, which 
were some 15 to 20 per cent above the lowest levels 
of the year. Despite the recent firmness, however, prices 
of even these high grade issues still remain below the 
general level that has prevailed in previous years for 
these securities. United States Government bonds like
wise fluctuated during October at a level close to the 
highest of the year, showing a net decline of about one- 
quarter point from the end of September.

Prices of lower grade issues were not as well main
tained as the high grade issues, however. This is reflected 
in the third line in the diagram which represents an aver
age composed of various grades of bonds, computed by 
the Standard Statistics Company. This index has de
clined about 6 points from its recent high, and another 
bond average which also includes a sizable proportion 
of the less high grade issues has receded by about the 
same amount. During the second half of the month 
all o f the currently available bond averages steadied 
somewhat.

In foreign bonds, recent movements have corresponded 
more nearly to the movements of high grade domestic 
issues than to the lower grade issues. The Baker-Kellogg 
Company average of 40 foreign bonds advanced slightly 
further in the first week of October and then declined 
about 1 %  points.

Stock prices moved very irregularly during October 
in a considerably less active market than existed in the 
preceding two months. A  rather sharp drop in prices 
during the first ten days of October was followed by an 
irregular recovery for the next ten days, after which 
price declines again predominated. During the latter 
part of October average prices did not reach as low a 
level as during the first part, but nevertheless repre
sentative stock averages showed a net loss of about 13 
per cent for the month and of about 25 per cent from the 
early September recovery peak, a loss of about half of 
the advance which had occurred from the July low. 
Industrial stocks have lost about 51 per cent of the 
previous recovery, railroads about 43 per cent, and pub

lic utility shares approximately 39 per cent, while bank 
stocks have retained all but about one-third of their 
advance.

N e w  F in a n c in g
The volume of new security issues put out by domestic 

corporations, States, and municipalities continued at a 
low level in October. Public utility financing was some
what larger than in the previous month, however, due to 
several moderate sized bond issues. For September, final 
figures place the total of new financing in this market at 
$161,000,000, of which $86,000,000 was for refunding 
purposes. New capital issues of States and municipalities 
totaled $67,000,000, domestic corporate issues $6,000,000, 
and foreign issues $2 ,000,000 .

United States Government financing in October was 
less than in September, which is one of the quarterly 
financing periods of the Treasury. A n issue of $508,- 
000,000 of 4y2 year 3 per cent Treasury notes was 
floated on October 15, however, to provide for  the re
demption of $333,000,000 of Treasury certificates of 
indebtedness and for $155,000,000 of interest payments 
on the public debt which were due on that date. Sub
scriptions to this issue were very heavy, and, as 
$318,000,000 of the maturing certificates which had been 
given preferred allotment for the new issue were 
tendered in exchange, the allotments on cash subscrip
tions were very small and the issue quickly sold up to a 
premium of 1 point. Other financing by the Treasury 
during October included three sales of 91 and 92 day 
Treasury bills, aggregating $231,000,000, which were 
issued to replace maturities of Treasury bills. The 
October sales of bills were made at average rates of 0.14 
to 0.20  of one per cent, the lowest rates ever obtained on 
this type of issue.

C e n tra l B a n k  R a t e  C h a n g es
A  downward movement of central bank rates contin

ued during October with five reductions reported. On 
October 7 the South A frican Reserve Bank reduced its 
rate from 6 to 5 per cent. On the 12th the National 
Bank in Copenhagen (Denmark) lowered its rate from
4 to 3y2 per cent, and on the 18th the rate o f the 
National Bank o f Hungary was lowered to 4%  per cent 
from the 5 per cent rate which had been in effect since 
July 1. The Bank of Poland reduced its rate from 7%  
to 6 per cent on October 21, and on the 22nd, according 
to press reports, the rate of the Bank of Spain was 
reduced from 6y2 to 6 per cent.

G o ld  M o v e m e n t
The monetary gold stock of the United States con

tinued to increase in October, a total of about $70,000,000 
being added during the month. As shown in the fo l
lowing diagram, there has been a rise in the gold stock 
of about $355,000,000 from the low point of mid-June, 
representing a recovery of approximately two-thirds of 
the preceding loss since the beginning of the year. Re-
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MILLIONS OF DOLLARS

leases from earmarked holdings for foreign central banks, 
exclusive of gold released for export, have accounted 
for $236,000,000 of this gain, and imports o f gold for 
most of the balance.

During October, gold released from earmark by for
eign central banks amounted to some $46,000,000, the 
proceeds of these releases being paid out in the New York 
money market. Imports of gold at the Port of New York 
totaled about $10,500,000, of which $6,000,000 came from 
India, $2,000,000 from Holland, $1,250,000 from Eng
land, and $800,000 from Mexico. A t San Francisco, 
$3,600,000 was imported from China, $3,350,000 from 
Japan, and $580,000 from Australia. Exports continued 
to be negligible.

F o r e ig n  T r a d e
The foreign merchandise trade of this country showed 

more than the usual seasonal increase in September. 
Exports, amounting to $132,000,000, were 27 per cent 
less than a year ago, the smallest year-to-year decline 
since August 1930. Imports, valued at $98,000,000, were 
43 per cent below September 1931, but this also repre
sents a somewhat smaller decline than in the two previous 
months.

Exports of crude materials in September again showed 
an increase over a year ago, constituting 37 per cent of 
the value of all exports compared with 25 per cent a year 
ago, and becoming the most important o f the major ex
port groups. The gain in this group of exports is more 
than accounted for by a continued substantial foreign 
demand for American cotton, especially by European 
countries. A ll other groups of exports remained well 
below last year’s figures, crude foodstuffs and finished 
manufactures showing about the same percentage reduc
tions as in August. In the case of exports of semi-manu
factures and manufactured foodstuffs, however, the de
clines from a year ago were considerably less than in the 
previous month.

Among the imports, the value of crude and manufac
tured foodstuffs and of crude materials showed smaller 
reductions from a year ago than in August. Imports of 
crude foodstuffs were only 7 per cent less in value, due in 
part to the higher prices that prevailed for coffee as com
pared with a year ago. Raw silk imports were consider
ably larger in quantity than in September 1931, but the 
volume of crude rubber imports continued to show a 
heavy reduction from a year ago. Imports of wholly and 
partly finished goods showed larger year-to-year declines 
than in the previous month, and were less than half the 
September 1931 value.

F o re ig n  E x c h a n g e
During October most of the European gold currencies 

strengthened against the dollar on two separate occa
sions. On October 5 a reversal in the previous downward 
trend began which carried French francs, Swiss francs, 
belgas, and guilders well above parity. A  renewed de
cline in these exchanges developed after October 8, how
ever, which continued through the 18th. On that day 
sterling fell from $3.44% to $3.40%, beginning a decline 
which carried the pound down to $3.27% on the 26th, or 
close to the low level of last December, as is indicated 
in the accompanying diagram. Coincident with the 
progressive decline in sterling, the principal European 
gold currencies again strengthened, though they lost 
some of their gains toward the end of the month. There 
were no significant changes in reichsmarks, lire, or 
Spanish pesetas. The Scandinavian exchanges moved in 
sympathy with sterling.

In the South American list exchange rates continued 
to be held within a narrow range. Japanese yen weak
ened steadily throughout the month, going to new low 
levels, and the silver currencies declined during the last 
few days. Canadian dollars were strong around the 
middle of October, touching $.9387, but dropped toward 
the end of the month to $.9038.

DOLLARS

Course of Sterling Exchange Quotations at New York
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Closing Cable Rates at New York

Exchange on
Par of 

Exchange Oct. 31, 1931 Sept. 30, 1932 Oct. 28, 1932

Belgium.............................. $ .1390 $ .1393 $ .1388 $ .1391
Denmark........................... .2680 .2180 .1795 .1710
England............................. 4.8666 3.8300 3.4588 3.2800
France................................ .0392 .0393 .03918 .03929
Germany............................ .2382 .2365 .2379 .2377
Holland.............................. .4020 .4029 .4016 .4024
Italy.................................... .0526 .0516 .0513 .0512
Norway.............................. .2680 .2140 .1745 .1675
Spain.................................. .1930 .0888 .0818 .0820
Sweden.............................. .2680 .2240 .1775 .1715
Switzerland....................... .1930 .1949 .1928 .1930

Canada.............................. 1 .0 0 0 0 .8988 .9063 .9038
Argentina.......................... .9648 .5319 .5865 .5865
Brazil.................................. .1196 .0625 .0763 .0763
Uruguay............................ 1.0342 .4050 .4750 .4785

Japan.................................. .4985 .4895 .2425 .2213
India.................................. .3650 .2925 .2622 .2487
Shanghai........................... ......... .3250 .3038 .2975

S a v in g s  B a n k  D e p o s it s

Although deposits in New York State savings banks 
are being maintained at a higher level than in any 
previous year, the rate of growth of savings deposits in 
recent months has become much less rapid, as is indi
cated in the accompanying diagram which is based on 
figures compiled by the Savings Bank Association of the 
State of New York. The reason for this decline in the 
rate of growth is to be found in the excess of withdrawals 
over deposits which has been reported by the savings 
banks for most of the months during the past year, and 
which has absorbed a large part of the amount added to 
deposit accounts through the crediting of interest. In 
addition, the number of open accounts on the books of 
the savings banks has shown no net increase since March, 
as compared with a steady rise in preceding years.

The retarding of deposit growth and the failure of the 
number of savings accounts to continue to increase doubt
less reflects the accumulative effects of the depression. 
A fter two years of almost continuous decline in employ
ment, a number of people apparently have been forced 
recently to draw on their accumulated savings to provide 
for necessities. Accompanying some improvement in the

MILLIONS or DOLLARS

Deposits in New York State Savings Banks (Data compiled by 
the Savings Bank Association of the State of New York)

employment situation in September, the excess of with
drawals over deposits was comparatively small.

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

Following moderate improvement in the preceding 
month, employment in manufacturing industries showed 
a larger increase from August to September. A fter al
lowance for the usual seasonal expansion, factory em
ployment for the country as a whole, as measured by the 
index of the Federal Reserve Board, rose nearly 3 per 
cent, the largest percentage increase for any month since
1922. Although the most notable advance again occurred 
in the textile industries, increases of moderate propor
tions were more prevalent among the other industrial 
lines than in the preceding month. According to an esti
mate of the American Federation of Labor, the number 
of workers without employment was reduced during 
September from 11,460,000 to 10,900,000. More than 
half of the increase in employment resulted from addi
tions to factory working forces. Factory payrolls showed 
an increase o f 5 per cent from August to September, 
which is considerably in excess of the customary seasonal 
expansion.

On the basis of returns compiled by the State Depart
ment of Labor, factory employment and payrolls in New 
York State showed increases of 6 per cent and 9 per cent, 
respectively, from August to September. These gains 
are the largest for any month since the compilation of 
the data was begun in 1914. Although the increases in 
the aggregate figures reflect chiefly the large expansion 
which was reported by the textile, clothing, and food 
industries, smaller increases occurred also in most of the 
other industrial groups. The State Department of Labor 
reports a decline in employment in the building industry 
during September, but a small increase in the number of 
workers engaged in highway construction.

P r o d u c t io n

Further expansion in the output of certain important 
industries during October has been indicated by the cur
rently available weekly reports. Activity in the steel in
dustry continued to) increase, although no consistent 
seasonal movement from September to October is ap
parent in the data for  past years, and in the latter part 
of the month the Iron Age weekly estimate of the ratio 
of operations to capacity was at 19 to 19%  per cent as 
compared with a low of 13 per cent in the early part of 
September. The increased activity of this industry was 
attributed chiefly to small orders received from mis
cellaneous consumers rather than to a substantial im
provement in the demand from the leading steel consum
ing industries. The output of bituminous coal showed a 
further substantial rise during October, even after al
lowance for the usual seasonal expansion. Production 
of cotton goods expanded about as much as usually, and 
output of crude petroleum showed little change, either 
before or after seasonal adjustment. On the other hand, 
activity in the automobile industry was reported to have 
contracted.

In September, industrial production showed an in-
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PER CENT

Index of Industrial Production (Computed by Federal Reserve 
Board; 1923-25 average =  100 per cent)

crease substantially in excess of the usual proportions, 
and the seasonally adjusted index of production com
puted by the Federal Reserve Board advanced 10 per 
cent to the highest level since March, as is indicated in 
the accompanying diagram. In general, the largest in
creases in output from August to September were in 
those industries whose products are the object of con
sumer expenditure. Substantial increases in activity 
occurred in the textile, shoe, meat packing, sugar refin
ing, and anthracite coal industries. Little change other 
than seasonal occurred in the production of tobacco 
products and wheat flour, however, and the output of 
passenger automobiles was somewhat further curtailed.

(Adjusted for seasonal variations and usual year-to-year growth)

1031 ' 1932

Sept. July Aug. Sept.

Metals
Pig iron ....................................................... 40 19 17 20
Steel ingots..................................................... 39 21 20 24
Lead ....................................................... 57 28 29 36
Zinc ................................................... 43 29 25 26
Tin deliveries................................................. 76 41 36

Automobiles
Passenger cars............................................... 29 25 18 16
Motor trucks................................................. 54 32 24 32

Fuels
Bituminous coal............................................ 73 49 54 60p 

68 p 
37

Anthracite coal.............................................. 71 50 52
Coke . ..................................................... 55 36 35
Petroleum, crude ........................................ 72 68 67 68p
Petroleum products...................................... 78 64 61

Textiles and Leather Products
Cotton consumption.................................... 79 54 68 83
Wool mill activ ity........................................ 84 60 78 87 p 

100Silk consumption.......................................... 94 82 88
Shoes................................................................ 86 69 83 p 91p

Foods and Tobacco Products
Live stock slaughtered................................ 99 84 92 106
Wheat flour ................................................. 85 85 76 78
Sugar meltings, U. S. ports........................ 80 64 62 74
Tobacco products......................................... 87 82 78 79

Miscellaneous
Cement............................................................ 77 48 47 50
Tires................................................................ 51 55 41
Lumber........................................................... 40 30 27 28
Printing activity........................................... 79 65 63
Newsprint paper........................................... 86 72 72 68

p Preliminary

Among the other industries, gains o f more than sea
sonal proportions were shown in the output o f p ig iron, 
steel ingots, bituminous coal, and motor trucks.

C o m m o d ity  P r ice s

Following a rise of 3 per cent in the weekly wholesale 
commodity price index of the Bureau of Labor Statistics 
from the middle of June to the early part of September, 
this index lost approximately two-thirds of its advance 
during the succeeding six weeks. These movements of 
wholesale commodity prices during the past four months 
have been similar to the fluctuations which occurred 
following several former periods o f prolonged price de
cline; the first recovery after a long downward move
ment of prices in the past frequently was followed by 
a reaction that canceled a large part of the gain.

During the past four months the average prices of 
commodities other than farm products and foods have 
fluctuated around a fairly stable level, and the moderate 
movements which have occurred in the general index of 
wholesale prices have been chiefly the result of corre
sponding movements of much wider amplitude in the 
prices of agricultural commodities. The price of cotton, 
for example, which had advanced from a June low of
5 cents a pound to 9.20 cents in August, has subsequently 
reacted to around 6.20 cents in the latter part o f October. 
Similarly a sharp rise in the price of hides from a low of 
3%  cents a pound in June to 8%  cents in September 
has been followed by a decline to 6%  cents a pound in 
October. Livestock prices also have declined rather con
tinuously during the past two months, but have retained 
some portion of their previous gains. In contrast with 
these commodities, all of which have remained above 
their previously established lows, the price of cash wheat 
at Minneapolis, after advancing from its July low of 
49%  cents a bushel to 59%  cents in the early part of 
September, has since declined to 48%  cents, a new low 
point. Corn quotations have also established new lows 
during October.

Among the other important basic commodities, copper 
has declined %  of a cent in October to 5%  cents a pound, 
scrap steel at Pittsburgh has receded 25 cents to $9.50 a 
ton, and moderate recessions have occurred in zinc and 
tin. On October 20 the principal steel producers an
nounced a reduction in the price of steel rails to $40 
a ton from the $43 quotation which had been in effect 
since October 1922. Moderate declines have occurred also 
in the prices of raw sugar, silk, and wool.

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

Further improvement in business activity during 
October is indicated by the data now available. The 
movement of merchandise and miscellaneous freight over 
the railroads continued to increase, although no con
sistent change between September and October is evident 
from the data for past years. As is shown in the ac
companying diagram, loadings of these classes of freight 
have increased substantially since the end of July,
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Railroad Car Loadings of Merchandise and Miscellaneous Freight 
(Four weeks moving average of actual data)

whereas last year no rise occurred during this period, 
and the proportionate advance in the corresponding 
period of 1930 has been considerably exceeded by the 
rise this year. Department store sales in the New York 
Metropolitan area during the first half of October were 
only 14 per cent smaller than in the corresponding period 
of last year, as compared with an average decline of 2 1  
per cent in the first eight months o f the year, indicating 
a continuation of the improvement that was reported for 
September. Moreover, the number o f business failures 
was about the same as in the previous month, although 
a considerable increase in failures usually occurs in 
October.

(Adjusted for seasonal variations, for usual year-to-year growth, 
and where necessary for price changes)

1931

Sept. July

1932

Aug. Sept.

Primary Distribution
Car loadings, merchandise and misc........ 67 51 51 52
Car loadings, other...................................... 62 41 43 48
Exports........................................................... 56 43 40 44 p
Im ports........................................................... 76 53 51 54p
Waterways traffic......................................... 56 31 33 37
Wholesale trade............................................. 85 77 87 86

Distribution to Consumer
Department store sales, 2nd Dist............. 85 73 69 75
Chain grocery sales...................................... 88 72 73 70
Other chain store sales................................ 86 76 71 76
Mail order house sales................................. 77 69 64 69
Advertising..................................................... 74 55 54 57
Gasoline consumption.................................. 84 61 68
Passenger automobile registrations.......... 45 28 p 27 p

General Business Activity
Bank debits, outside of New York City.. 79 65 60 60
Bank debits, New York C ity..................... 77 61 60 62
Velocity of bank deposits, outside of New

York C ity ................................................... 85 81 77 76
Velocity of bank deposits, New York City 84 61 65 65
Shares sold on N. Y . Stock Exchange. . . 141 75 229 179
Life insurance paid fo r ................................ 88 74 76 82
Electric power............................................... 83 68 67p 68 p
Employment in the United States........... 74 60 60 62
Business failures............................................ 108 133r 140 119
Building contracts........................................ 52 27 29 28
New corporations formed in N. Y. State. 86 91 99 94
Real estate transfers.................................... 51 42 43

General price level*...................................... 147 129 132 132
Composite index of wages*........................ 202 179 179 p 179 p
Cost of living*............................................... 148 134 134 130

p Preliminary r Revised * 1913 aver age =100

During September, a preponderance of advances was 
shown by this bank’s indexes of the distribution of goods 
and of general business activity. Increases of larger than 
seasonal proportions occurred in freight car loadings, 
foreign trade, and advertising, and in sales by depart
ment stores, mail order houses, and chain stores other 
than grocery chains. In addition, life insurance sales 
showed considerably less than the usual decline, and after 
adjustment for the usual seasonal variations the number 
o f business failures was the smallest since February.

B u ild in g
The total volume of building and engineering contracts 

awarded during the month of September was 5 per cent 
less than in August, according to the F. W . Dodge Cor
poration report for 37 States. A fter allowing for the 
smaller number of days in September and the usual 
seasonal changes, however, this bank’s index of building 
contracts was little changed at the low level which has 
prevailed since early summer. Residential building and 
public works and utility contracts, after seasonal adjust
ment, advanced slightly between the two months, while 
contracts for other non-residential construction declined. 
The total of contracts awarded during the third quarter 
of the year was slightly larger than the second quarter 
volume, although on the basis of seasonal factors alone, 
some decline would be expected. In the first three weeks 
of October, however, awards o f contracts declined some
what more than usually, reflecting an unseasonal decrease 
in residential construction and more than seasonal de
clines in non-residential contracts.

In  the Metropolitan area of New York a further in
crease in building contracts was reported during Sep
tember. The increase, which was fairly general, 
amounted to 27 per cent and followed a somewhat larger 
gain from July to August.

C ro p s
The October 1  report of the Department of Agriculture 

indicated that no important changes in the prospects for 
principal crops occurred during September. The esti
mated production of corn, oats, and cotton was slightly 
higher than on September 1, while small declines were 
indicated for spring wheat, tobacco, and apples. Diverse 
changes from 1931 are shown in the estimated production 
of crops for 1932. Among the principal crops, substan
tial declines as compared with last year’s harvest are 
reported in cotton, wheat, tobacco, and apples, but in
creases are indicated for the major feed crops— corn, 
oats, and hay.

D e p a r tm e n t  S to r e  T r a d e
Reporting department stores in this district showed 

total September sales 18 per cent below 1931, which rep
resented the smallest decline in the daily average rate 
o f sales since January. In the case of the New York 
City, Newark, Buffalo, Rochester, Bridgeport, and H ud
son River Valley reporting stores, the decreases in daily 
average sales compared with a year ago were the smallest 
since early this year, and in other localities the declines 
in average daily sales were somewhat smaller than in
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recent months. Total September sales o f the leading 
apparel stores in this district were only 1 2 %  per cent 
below a year ago, as compared with a 2 2  per cent decline 
in August; this is the most favorable showing since 
September 1931.

For the first half of October, sales of department 
stores in the Metropolitan area were 14 per cent below 
a year ago, indicating a continuation of the improvement 
reported in September.

Department store stocks of merchandise on hand at 
the end of September, valued at retail prices, continued 
to show a progressive reduction from a year ago, while 
the reduction in apparel store stocks was about the same 
as in August. Charge account collections by department 
stores during September were slower than in 1931 in a 
majority of localities.

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding

Net

Sept.

sales

Jan. 
to Sept.

Stock 
on hand 
end of 
month

Augu
collec
Septe

1931

st 31 
ted in 
mber

1932

New Y o rk .........................................
Buffalo...............................................
Rochester..........................................
Syracuse.............................................
Newark..............................................
Bridgeport........................................
Elsewhere..........................................

Northern New York State. . . .
Southern New York State........
Hudson River Valley D istrict..
Capital District...........................
Westchester District..................

— 17.7
— 18.5
— 18.6
— 28.4
— 17.5
— 18.0
— 16.5
— 28.7
— 18.3
— 10.3
— 19.8
— 15.9

— 2 0 .8  
— 23.0 
— 24.3 
— 28.6 
— 18.8 
— 2 5 .1 
— 2 2 . 2

— 29.6
— 30.4
— 26.0
— 23.7
— 2 2 .1
— 15.7
— 18.6

42.6 
40.5 
34.8
22.7
35.8 
33.3 
31.0

39.8 
41.0
36.8 
20.3
30.9 
29.6 
27.2

All department stores............ — 17.9 — 2 1 . 0 — 27.6 38.1 35.1

Apparel stores......................... — 12.5 — 23.8 — 27.3 36.9 37.4

Net sales 
percentage change 

September 1932 
compared with 
September 1931

Stock on hand 
percentage change 

September 30, 1932 
compared with 

September 30, 1931

Woolen goods.......................................... —  1.7 — 33.9
Toilet articles and d ru g s ..................... —  4 .3 +  0 .7
Shoes .......................................... — 10.5 — 24.6
Women’s ready-to-wear accessories.. . 
Home furnishings....................................

— 10.9
— 12.7

— 27.9
— 25.9

Hosiery ............................................... — 14.6 — 37.7
Women’s and Misses’ ready-to-wear.. 
Cotton goods............................................

— 15.2
— 15.4

— 37.7
— 27.6

Mien’s and Boys’ w e a r ......................... — 15.8 — 32.5
Toys and spirting goods ................. — 16.9 — 19.0
Books and stationerv............................ — 17.9 — 26.0
Men’s furnishings ................................ — ±9 .1 — 28.0
Luggage and other leather goods........
Linens and handkerchiefs.....................

— 21.3 
— 2 1 . 8

— 30.9
— 24.2

Silks and velvets..................................... — 23.2 — 23.3
Furniture ........................................ — 24.0 — 34.2
Silverware and jewelry ....................... — 25.3 — 2 5 .1
Musical instruments and radio........... — 47.8 — 30.1
Miscellaneous.......................................... —  6 .7 — 31.9

W h o le sa le  T r a d e

September sales of the reporting wholesale firms av
eraged 19 per cent less than in 1931, the smallest re
duction for any month this year. Sales of silk goods, 
reported in yardage by the Silk Association of America, 
showed an even larger year-to-year increase than was 
reported in August, and dollar sales of hardware, shoes, 
cotton goods, m en’s clothing, paper, and diamonds 
showed the smallest decreases in a number of months. 
Likewise, machine tool orders, reported by the. National

Machine Tool Builders Association, made the best year- 
to-year comparison since last January. The declines 
reported in sales of groceries, stationery, and jewelry 
were not materially different from those reported in 
August, and drug sales in September were slightly lower 
than a year ago, following a substantial increase in 
August.

The value of stocks on hand at the end of September 
was substantially below a year ago in all reporting lines. 
The ratio of collections to accounts outstanding averaged 
slightly higher than a year ago, but considerable irregu
larity existed between the various wholesale lines.

Commodity

Percentage 
change 

September 1932 
compared with 

August 1932

Percentage 
change 

September 1932 
compared with 
September 1931

Per cent of 
accounts 

outstanding 
August 31 

collected in 
September

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1931 1932

Groceries.........................
Men’s clothing...............

Silk goods.......................

Drugs...............................
Hardware........................
Machine tools**............
Stationery.......................
Paper................................

+ 13 .5  
+127.1 

+35 .1  
+  0 .8 * 
+ 19 .7  
+  19.2 
+ 19 .4  
+  3.9 
+ 11 .5  
+  9.9 
+ 93 .9  
+ 83 .8

+  5 .6

+  6 . 8
—  6.9* 
— 1 0 .8
—  1.7
—  3.2

— 1 1 .6  
— 38.2 
— 2 0 . 6  
+ 25 .8*  
— 25.8 
—  1 . 8  
— 26.2 
— 47.5 
— 19.3 
— 25.3 
— 33.9 
— 39.4

— 13.2

— 39.7
— 19.1*
— 28.7
— 1 1 .2
— 19.8

76.7
34.8 
35.2
54.1
36.7
32.8
43.4

63.4
47.2

| 14.8

79.4 
39.7 
29.9
62.4
34.4
27.6
44.7

53.6
36.7

| 14.6Diamonds....................... —  6.5 
+  2 .7

— 32.8
— 32.0

Weighted average. . . + 40 .6 — 19.4 49.1 50.4

* Quantity not value. Reported by Silk Association of America 
** Reported by the National Machine Tool Builders Association

C h a in  S to re  T r a d e
Sales of the reporting chain store organizations in 

September averaged about 11%  per cent below the cor
responding period of 1931, the smallest reduction since 
April. Although continuing substantially below a year 
ago, shoe sales in September showed the smallest decrease 
since January, and sales of the ten cent and variety 
chain systems made the most favorable showing com
pared with a year previous in a number of months. On 
the other hand, candy chains showed the first material 
decrease in sales since September of last year, and 
grocery chain organizations reported a somewhat larger 
reduction than in previous months. Drug concerns 
showed the same decrease as in August.

Sales per store showed about the same decline as total 
sales, due to the fact that in the aggregate there has 
been little change in the number of stores operated by 
the reporting chains.

Percentage change September 1932 
compared with September 1931

Type of store Number
of

stores
Total
sales

Sales
per

store

—  1 . 2 — 1 2 .1 — 11 .1
+  1-4 — 12 .1 — 13.3
—  0 .4 — 17.4 — 17.1
—  4 .0 — 20.9 — 17.6
+  3 .7 —  7.1 — 10.4
+  1-1 —  5.6 —  6 . 6

+  0 .3 — 11.4 — 1 1 .6
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Business Conditions in the United States
(Summarized by the Federal Eeserve Board)

I N D U S T R IA L  activity and shipments of commodities by rail increased from 
August to September by considerably more than the usual seasonal amount. 

There was also a more than seasonal increase in the volume of factory employ
ment and payrolls. The general level of prices, after advancing for three 
months, showed a decline beginning in the early part of September.

P roduction  an d  E m p l o y m e n t

Volume of industrial production, as measured by the Board ’s seasonally 
adjusted index, based on the 1923-1925 average, increased from a low point 
of 58 in July to 60 in August and 66 in September. The advance in September 
reflected chiefly large increases in activity at textile mills, shoe factories, 
meatpacking establishments, and coal mines. In  the steel industry, where 
activity had shown none of the usual seasonal increase in August, operations 
expanded considerably during September and the first three weeks of October 
to about 20 per cent of capacity. Daily average output of automobiles and 
lumber in September showed little change from recent low levels.

Factory employment increased from 58.8 per cent of the 1923-1925 
average in August to 60.3 per cent in September, according to the Board ’s 
seasonally adjusted index. Considerable increases were reported in the cotton, 
woolen, silk, hosiery, and clothing industries, and smaller increases at car 
building shops, foundries, cement mills, and furniture factories. In  the 
automobile, tire, and electrical machinery industries, employment declined.

During the three months ended with September value of building contracts 
awarded, as reported by the F. W. Dodge Corporation, was about the same 
as in the preceding three months, although awards are usually smaller in the 
third quarter. In  the first half of October the daily average of contracts 
declined somewhat.

D istr ib u tio n

Volume of freight car loadings increased by considerably more than the 
usual seasonal amount in September, reflecting chiefly larger shipments of 
coal and miscellaneous freight. Department store sales increased from the 
low level of August by somewhat more than the usual seasonal percentage.

W h o lesale  P rices

Wholesale commodity prices, as measured by the monthly index of the 
Bureau of Labor Statistics, showed little change from August to September. 
During August and early September there was a general advance in prices 
followed by a decline which continued through the first half of October, 
when the average was 2 per cent below the high point in early September 
and 1 per cent above the low point of early summer. Substantial decreases 
occurred after the beginning of September in the prices of many domestic 
agricultural commodities, including cotton, grains, and livestock, and also in 
prices of gasoline, nonferrous metals, and imported raw materials; while 
prices of wool, worsted yarns, coal, and lumber increased somewhat during 
this period.

B a n k  Credit

During September and the first three weeks of October there were further 
additions to the reserve funds of member banks, arising from increases in the 
country’s stock of monetary gold, from an unseasonal return flow of currency, 
and from issues of additional National bank notes. Member bank indebtedness 
to the Reserve Banks declined by more than $100,000,000 from September 7 
to October 19 and their reserve balances increased by $180,000,000.

During September and the first two weeks of October reporting member 
banks in leading cities showed a further growth in investment holdings, 
largely of United States Government securities, but to some extent of other 
investments. Loans of reporting banks declined further in September; in 
the early part of October loans at banks in New York City showed an increase. 
There was considerable growth in Government deposits and in bankers1 
balances during the period; time deposits also increased.

Money rates in the open market declined to lower levels during the first 
half of October, the rate on prime commercial paper being reduced from a 
range of 2 -2%  to a range of l% - 2  per cent, and the rate on 90-day bankers 
acceptances from % of one per cent to %  of one per cent. Bates for call 
loans on stock exchange collateral declined from 2 per cent to 1 per cent.
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Federal Reserve Agent Federal Reserve Bank, New York December 1,1932

M o n e y  M a r k e t  in  N o v e m b e r

The movements of the early autumn in banking as in 
business lost momentum in November, but a large part 
o f the autumn gains were held. The gold gains through 
imports and releases from earmark continued, but at a 
less rapid rate until the latter part of the month. Return 
of currency from hoarding was less rapid than during 
the preceding three months and currency movements 
were largely dominated in November by seasonal influ
ences. As a consequence the amount of bank reserves 
after rising substantially from the latter part of July 
to the end of October showed little change during 
November. The volume of member bank credit also was 
maintained at a level close to that of late October. The 
market for securities was irregular, but in general the 
prices of high grade bonds held near the highest levels 
of the year.

The renewal of discussions of payments upon foreign 
debts to the United States Government was accompanied 
by a general weakening of foreign exchanges. Sterling 
exchange, after a slight recovery from  the October de
cline during early November, again dropped rapidly to a 
new low level which was under even the lowest point 
reached after the war, and other European currencies 
showed some weakening relative to the dollar.

The weakening of European exchanges in the latter 
part of November was accompanied by a renewed in
crease in the gold holdings of the United States, chiefly 
as a result of the release and sale to the Reserve Bank 
of gold previously earmarked for foreign account. 
Releases of earmarked gold amounted in November to 
$49,000,000, and these releases, together with imports 
of $2 0 ,000,000 and a smaller amount of domestic pro
duction, resulted in a total increase of $76,000,000 in 
the monetary gold stock of the United States during 
November. Since the middle of June the country’s 
gold stock has increased approximately $430,000,000, 
and the net loss of gold since the beginning of the year 
has been reduced to about $120,000,000. The gain of 
gold by the United States since June has resulted from a

generally favorable balance o f payments on the various 
merchandise and other transactions with other countries, 
rather than from a new accumulation o f foreign short 
time funds in this market.

By the beginning of November the total amount of 
member bank reserves had been restored to a level ap
proximating that which was maintained for some time 
previous to the heavy currency withdrawals and gold 
outflow in the autumn of 1931. The factors in the 
restoration of member bank reserves to this level were 
gold imports and releases from earmark, the unseasonal 
reduction in currency outstanding since July, and the 
increase in National bank notes outstanding. During 
November there were moderate seasonal withdrawals of 
currency from the banks at the beginning of the month, 
and again just before the Election Day and Thanksgiv
ing Day holidays. This currency demand, together with 
a small increase in member bank reserve requirements 
that accompanied a further growth of deposits, approxi
mately offset the gain of gold during the month and a 
small amount of additional National bank note issues. 
As a result, member bank excess reserves for the country 
as a whole showed only minor fluctuations during the 
month.

In New York the reserves of member banks were re-
DOLLARS
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duced approximately $90,000,000 during the early part 
of November, due in part to seasonal currency demands, 
and more largely to an outflow of funds to other districts, 
which resulted partly from commercial transactions and 
partly from Treasury operations. Subsequently, how
ever, the reserves of the New York banks were increased 
substantially by the proceeds of the gold movement, 
together with a return flow of funds from other districts, 
but the excess reserves of these banks did not regain the 
high level reached at the end of October.

The total loans and investments of the reporting mem
ber banks in New York City increased slightly further 
during November. Security loans and holdings of Gov
ernment securities showed little change, but other loans 
and investments in other securities increased moder
ately. Outside of New York the total loans and invest
ments of reporting banks declined somewhat in Novem
ber, reductions occurring in all of the principal types of 
earning assets.

M o n e y  R a t e s

Money rates in New York declined slightly further 
during November. The principal changes were a further 
reduction of %  per cent in the rates on open market 
commercial paper, and a reduction of nearly %  per cent 
in the average rates charged by New York City banks on 
commercial loans made directly to their customers.

M oney'Rates at New York

Nov. 30, 1931 Oct. 31, 1932 Nov. 30, 1932

Stock Exchange call loans....................... 2 H 1 1
Stock Exchange 90 day loans................. *3-3 M

3 ^ -4 1M -2 1 M -1 M
Bills—90 day unindorsed......................... 3 X
Customers’ rates on commercial loans.. t4 .50 f3 .96 |3.54
Treasury securities

Maturing March (yield)...................... 1.99 No yield No yield
Maturing June (yield)..........................

2 .40
0.19 No yield

Maturing September (yield)............... 0.31 0.18
Federal Reserve Bank of New York re

discount rate.......................................... 3 X 2 M 2 K
Federal Reserve Bank of New York 

buying rate for 90 day indorsed bills. SVs 1 1

* Nominal t  Average rate of leading banks at middle of month

B i l l  M a r k e t

No developments of importance occurred in the bill 
market during November. Accepting and discounting 
banks in an effort to employ excess funds continued to 
retain virtually all the bills that came into their posses
sion, and the dealers’ portfolios of bills remained at a 
very low figure. Meanwhile, the investment demand for 
bills continued to surpass the available supply, and the 
proceeds o f maturities from Federal Reserve holdings of 
bills for foreign correspondents were reinvested with 
difficulty. Dealers’ quoted rates for prime bills were 
unchanged at the level established October 13.

During October, a seasonal increase of $15,000,000 
occurred in the volume of bankers bills outstanding. 
Bills arising from domestic warehouse credits increased 
$9 ,000,000 further and import bills rose $8,000 ,000. 
Accompanying the rise in outstandings, the accepting

banks and bankers increased their portfolios o f bills 
$32,000,000 to $605,000,000, or 87 per cent of the $699,- 
000,000 of bills outstanding at the end of October.

C o m m e r c i a l  P a p e r  M a r k e t

Continuing the downward tendency noticeable in 
October, open market commercial paper rates were re
duced further during the first week of November to a 
range of 1% -1%  per cent. Shortly after this general 
reduction in the rate for the usual grade of prime paper, 
some high class paper of the ordinary 4 to 6 month 
maturity began to be offered and sold at 1%  per cent, 
and some sales of choice paper of less than 90 day 
maturity were negotiated at 1  per cent. As for many 
months past, the investment demand from the banks for 
high grade commercial paper greatly exceeded the 
amount of this type o f paper which the dealers were able 
to obtain from the class of commercial and industrial 
concern using the open market, and consequently the 
total turnover in the market remained of limited pro
portions.

During October, an increase of about 3 per cent in the 
outstanding volume of commercial paper was reported 
to this bank by the dealers. Outstandings of $113,000,000 
on October 31 compare with a revised figure of $1 1 0 ,- 
000,000 a month earlier, and with $213,000,000 on 
October 31, 1931.

S e c u r ity  M a rk e ts

During November, there were irregular movements in 
stock prices which were confined within a range of less 
than 20  per cent from the low to the high o f the month, 
for even the most volatile issues. Following declines in 
the opening days, trading became more active and an 
advance began which continued through November 12. 
In the succeeding weeks, however, the turnover of shares 
reverted to small proportions and the price trend was 
downward with only one day of advance in the ten trad
ing periods through November 25, at which time the 
general level of prices was about the same as at the open
ing of the month. Mixed movements occurred in the 
closing days of the month.

Bond prices, like stock prices, fluctuated irregularly 
during November. The high grade investment issues 
were well maintained during the period, United States 
Government bonds closing the month with an average 
advance of about %  of a point, and the best domestic 
corporation bonds holding at the September-October 
level, which was the highest so far this year. In the less 
high grade issues, however, movements tended to be in 
accord with changes in stock prices. A ll of the currently 
available bond averages, which include some high grade 
and some lower grade issues, registered net recessions 
for the month, as declines during the first few days of 
November and again in the second half of the month 
somewhat exceeded the intervening upswing. The larger 
declines in the general corporation bond market were in
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railroad issues, which, as the accompanying diagram in
dicates, have declined considerably more from the crest 
of their early autumn recovery than either industrial or 
public utility issues. Foreign bonds held rather steady 
until the latter part of November, at which time they 
declined about 1 %  points, according to a representative 
average.

N e w  F in a n c in g

New security issues publicly announced during Novem
ber continued to be small, both in number and in dollar 
amount. The only sizable offerings were $21,500,000 of 
short term financing for the City of New York and an 
issue of $27,500,000 of Toledo Edison Company 30 year 
bonds, yielding 5.30 per cent, which was largely of a 
refunding nature. It appears from the weekly data now 
available that the total volume of security issues during 
November was even below the small total of the previous 
month. During October, public offerings of new securi
ties amounted to $1 2 1 ,000,000, the smallest figure since 
February. Excluding refunding issues, domestic corpora
tion flotations accounted for $49,000,000, and State, 
municipal, and farm loan issues for $45,000,000.

As there was no certificate or note maturity falling 
due in November, United States Treasury financing dur
ing the past month was limited to four issues of Treasury 
bills to replace bills maturing. These issues of 91 and 92 
day bills, aggregating $311,000,000, were largely over
subscribed and were sold at average rates of 0.13 to 0.22 
of one per cent.

F o re ig n  E x c h a n g e

During November the principal characteristic of the 
foreign exchange market was a weakening of nearly all 
currencies in terms of dollars, especially in the latter 
part of the month. Sterling, after holding at around 
$3.30 through the 16th, declined to $3.27 on the 21st and 
then dropped precipitately to $3.14% on November 29,

which is a lower quotation than was reached in the post 
war period. Sterling recovered somewhat late on the 
29th and on the 30th to close the month at $3.19%. 
French and Swiss francs and belgas receded fairly 
steadily throughout the month, but guilders firmed 
after touching $0.4014 on the 18th. Lire and pesetas 
weakened principally after the middle of the month, and 
the Scandinavians, with the exception of Swedish crowns, 
moved with sterling. Reichsmarks fluctuated irregularly.

Japanese yen reached a new low at $0.20 on the 
29th, and closed the month near that level. The silver 
currencies declined, and the discount on Canadian dol
lars widened persistently during the month. The 
Argentine, Brazilian, and Uruguayan currencies were 
quoted at fixed rates throughout November.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Nov. 30, 1931 Oct. 31, 1932 Nov. 29, 1932

$ .1390 $ .1387 $ .1390 $ .1385
.2680 .1900 .1717 .1648

4.8666 3.3950 3.2869 3.1550
.0392 .0391 .03928 .03909
.2382 .2375 .2377 .2377
.4020 .4015 .4021 .4019
.0526 .0516 .0512 .0508
.2680 .1900 .1680 .1640
.1930 .0841 .0819 .0816
.2680 .1887 .1725 .1734
.1930 .1942 .1928 .1923

1 .0 0 0 0 .8650 .9044 .8413
.9648 .5882 .5865 .5865
.1196 .0625 .0763 .0763

1.0342 .4500 .4785 .4775

.4985 .4963 .2113 .2 0 00

.3650 .2588 .2490 .2395
.3200 .2975 .2825

G o ld  M o v e m e n t

During the month of November the monetary gold 
stock of the United States rose about $76,000,000 further, 
or slightly more than the October increase. From the 
mid-June low point there has been a gain of about 
$430,000,000 to this country’s gold stock, representing a 
recovery of approximately three-quarters of the loss 
during the first part of this year, and of about 40 per 
cent of the decline between September 1931 and June 1932.

Gold released from earmark accounts of foreign central 
banks contributed the larger part of the gain during 
November; about $48,600,000 was so released and most 
of the proceeds were paid out in the New York money 
market. In addition, imports of gold at New York totaled 
$16,600,000, of which $5,200,000 came from Canada, 
$4,900,000 from India, $2,400,000 from England, $1,500,- 
000 from Holland, $990,000 from Newfoundland, $625,-
000 from Mexico, and $350,000 from Uruguay. A t San 
Francisco, $2,900,000 was imported from China and 
$490,000 from Australia.

C e n tra l B a n k  R a t e  C h a n g e s

No changes in foreign central bank discount rates 
were made during November. Reports were received 
during the month, however, of two changes effected 
earlier but not previously reported. The Banco Central
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del Ecuador reduced its rate for banks from  7 to 6 per 
cent and the rate for the public from 1 0  to 8 per cent, 
and extended eligible maturities from 90 to 180 days, 
effective September 23. The Banco de Espana lowered 
its rate from  6%  to 6 per cent during October.

B u sin ess  P ro fits

Third quarter earnings reports now available for 300 
industrial and mercantile concerns indicate that opera
tions during the three months from July to September 
resulted in an aggregate deficit. This is the first quar
terly period in which expenses and fixed charges have 
exceeded gross earnings during this depression. The 
heavy deficits of the automobile and steel industries, re
sulting from  the low levels o f their operations during the 
third quarter were more than sufficient to account for the 
entire net loss for all reporting concerns during this 
period; several other industries were able to show at 
least a small net profit.

By far the best showing was made by the oil companies 
which more than doubled their small profits of the third 
quarter of 1931. Other comparatively favorably situated 
groups were the food, tobacco, and chemical companies 
whose profits declined less than one-half from 1931. 
Additional groups which although suffering large reduc
tions still retained some net profits were the mining and 
smelting group exclusive of coal and copper companies,

(Net profits in millions of dollars)

Num
ber
of

Third
quarter

First 
nine months

Corporation groups
com

panies 1930 1931 1932 1930 1931 1932

Oil............................................... 26 37.5 6 . 0 14.4 1 0 1 .0 — 28.6 33.1
Food and food products. . . . 35 43.2 34.3 21.7 127.9 109.9 77.1
Chemical.................................. 17 17.4 1 2 .6 6.4 53.5 38.1 21.5
Tobacco................. . ................
Mining and smelting (excl.

6 2 .3 1.5 0 . 8 6 . 0 4 .2 2 . 1

copper, coal and coke) . . . . 10 5.3 3.2 1 . 6 21.3 1 2 .2 5.1
Printing and publishing........ 4 5 .2 3.3 — 0 . 1 20.9 12.3 4.9
Office equipment..................... 5 2.9 2 . 0 0 . 2 1 1 .1 7.4 2 . 6
Electrical equipment............. 9 16.7 9.6 0.9 55.7 29.2 1.7

7 1.9 — 2.7 — 2 . 8 9 .8 — 3.5 — 6 .3
R ealty....................................... 5 1 . 6 0 . 6 — 0.3 7.5 2.9 — 0 .5
Automobile.............................. 14 24.7 14.0 — 19.1 147.1 106.3 — 17.0
Railroad equipment............... 8 10.9 2.9 0 . 2 32.2 8.4 — 1 .6
Paper.........................................
Automobile parts and acces

sories (excl. tires)...............

7 1 .2 0 . 2 —0 .3 4.8 2.5 —0 . 6

30 5.5 —0 . 2 — 5.0 33.9 12 .1 — 9.3
Building supplies.................... 8 3.3 1.4 — 1.3 9.5 3.4 — 4.9
Machinery................................
Motion picture........................

13 4.8 0 . 1 — 2 . 0 20.4 4.1 — 7.0
7 — 1.9 —4.8 — 5.5 6.3 — 3.8 — 19.9

Coal and coke.......................... 7 —0 . 2 —0 .9 — 1 .8 1 . 8 —0 .4 — 4 .0
Clothing and textiles............. 9 0 0 . 6 — 0 . 1 1 .1 — 0 . 2 — 2.7
Steel........................................... 18 32.8 — 6.3 — 38.4 151.8 8 . 6 — 103.0
Household equipment........... 6 0 . 2 —0.3 — 1 . 0 2 . 1 0 . 2 — 3.5
Miscellaneous.......................... 49 26.5 19.4 7.6 80.7 61.5 24.9

Total 22 groups...................... 300 241.8 96.5 — 23.9 906.4 386.8 — 7.3

Telephone (net operating in
51.8 202.7 208.2 169.7come) .................................... 103 65.0 66.9

Other public utilities
53.8 255.2 232.5 203.5(net earnings)..................... 52 75.6 67.1

Total public utilities............. 155 140.6 134.0 105.6 457.9 440.7 373.2

Class I railroads
658.7 409.3 202.5(net operating income). . . . 167 282.4 167.7 89.6

— Deficit

and the office equipment, electrical equipment, and rail
road equipment companies. A ll other groups of com
panies sustained deficits.

Owing to the poor third quarter returns, these same 
300 companies had an aggregate deficit for the nine month 
period ended with September. The companies which did 
relatively well in the third quarter were in general the 
ones that reported the best returns for  the nine month 
period.

Net operating income of telephone companies in the 
third quarter was about 23 per cent less than a year ago, 
a somewhat larger decline than in preceding quarterly 
periods, and the decrease for the elapsed portion of the 
year was raised to 18 per cent. Net earnings of other 
public utility companies showed a decline of 20  per cent 
in third quarter earnings and a drop o f 13 per cent for 
the elapsed part of the year. As for the railroads, net 
operating income of 167 Class I roads for the third 
quarter was 47 per cent below 1931, as compared with a 
decline o f more than 65 per cent for the second quarter 
and an average decline of 51 per cent for the nine 
months; this is after payment of all expenses but before 
the payment of fixed charges. A fter payment of interest 
and other fixed charges a substantial deficit was sus
tained by the railroads, as compared with some net profit 
last year.

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

The third successive monthly increase in factory em
ployment and payrolls was reported for the period from 
the middle of September to the middle o f October. A fter 
allowance for the usual seasonal changes, the rise in 
factory working forces for the country as a whole, as 
measured by the index of the Federal Reserve Board, 
amounted to 1  per cent, and was the result of gains in 
all of the m ajor industrial groups except the food, auto
mobile, and petroleum industries. Wage payments 
showed an increase of 3 per cent, which is more than the 
usual seasonal rise.

In New York State, factory employment and payrolls 
rose approximately 3 per cent from  September to 
October. Here also the gains in working forces and total 
wage payments exceeded the usual proportions, but were 
smaller than the exceptional increases recorded in Sep
tember. Although the improvement was quite general 
among the various industrial groups, the largest increase, 
as in the two previous months, occurred in the textile 
industries.

The course of factory employment and payrolls in New 
York State since 1919 is shown in the accompanying 
diagram. Following a decline in employment of 44 per 
cent from July 1929 to July 1932, which reduced work
ing forces to the lowest level since the compilation of the 
State Department of Labor was begun in 1914, the actual 
number of employees reported increased 14 per cent from 
July to October, and the seasonally adjusted index 
advanced 8 per cent for this three month period. Factory
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payrolls, which had shown a reduction of 59 per cent 
from the 1929 peak to July 1932, have since expanded 
11 per cent, after seasonal adjustment. The July to 
October increase in employment and payrolls in New 
York State was relatively larger than the gain for the 
country as a whole, since several of the industries in 
which improvement was most substantial, particularly 
the textile and shoe industries, represent a larger share 
of industrial activity for this State than for the United 
States.

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

During the first half o f November, available data re
lating to the distribution of goods and general business 
activity indicated a slight decline from the October level. 
The movement o f merchandise and miscellaneous freight 
over the railroads was reduced somewhat more than 
seasonally, and shipments of bulk materials declined in 
accordance with the usual tendency. Department store 
sales in the New York Metropolitan area showed a less 
favorable year to year comparison than in immediately 
preceding months, perhaps due in part to the prevalence 
of unfavorable weather conditions. On the other hand, 
business failures were less numerous than in the previous 
month, although in past years an increase has usually 
occurred from October to November. Production of 
electric power remained at approximately the October 
level.

An improvement in trade and general business activity 
from September to October is indicated by this bank’s 
indexes. The movement of freight over the railroads 
rose more than usually in October, a moderate increase 
occurred in this country’s foreign trade, and the number 
of business failures did not show the usual increase over 
September. In addition, department store sales, both in 
this district and for the country as a whole, expanded at 
least seasonally. On the other hand, declines occurred in 
this bank’s indexes of the volume of check payments,

wholesale trade, life insurance sales, and sales o f chain 
grocery stores.

(Adjusted for seasonal variations, for usual year-to-year growth, 
and where necessary for price changes)

1931

Oct.

1932

Aug. Sept. Oct.

Primary Distribution
Car loadings, merchandise and misc........ 67 51 52 55
Car loadings, other....................................... 63 43 48 53

56 40 44 47 p
74 51 50 52 p

Waterways traffic......................................... 55 33 37 41
Wholesale trade............................................ 80 87 86 76

Distribution to Consumer
Department store sales, 2nd Dist............. 91 69 75 76
Chain grocery sales...................................... 81 73 70 68
Other chain store sales................................ 84 71 76 76
Mail order house sales................................. 72 64 69 67
Advertising..................................................... 72 54 57 55
Gasoline consumption.................................. 82 68 69

37 27 p 29 p

General Business Activity
Bank debits, outside of New York City.. 77 60 60 57
Bank debits, New York C ity..................... 74 60 62 53
Velocity of bank deposits, outside of New

York C ity ................................................... 88 77 76 74
Velocity of bank deposits, New York City 80 65 65 54
Shares sold on N % Y. Stock Exchange. . . 115 229 179 71
Life insurance paid fo r ................................ 90 76 82 80
Electric power............................................... 79 67 68p 67 p
Employment in the United States........... 72 60 62 62
Business failures........................................... 113 140 119 110
Building contracts........................................ 52 29 28 25
New corporations formed in N. Y. State. 88 99 94 78
Real estate transfers.................................... 51 43

General price level*...................................... 144 132 132 131
Composite index of wages*........................ 199 179 179p 177p

146 134 130 129

p Preliminary *1913 average=100

P r o d u c t io n

Industrial activity appears to have been maintained 
during November at close to the October level, on the 
basis of the limited amount of data now available. Oper
ations in the steel industry reached a seasonal peak in 
the early part of the month, although a contraction of 
output is usually under way by that time, but during 
the second half of the month activity showed the usual 
curtailment. The average level of operations in the cot
ton goods, bituminous coal, and crude petroleum indus
tries was little changed from October to November, and 
increased activity was reported in the automobile indus
try in advance of the usual seasonal revival.

Following substantial gains during August and Sep
tember, the output o f industry in the aggregate showed 
little change from September to October, and the Federal 
Reserve B oard ’s seasonally adjusted index of industrial 
production remained at 66 per cent of the 1923-1925 
average. Activity in the textile industries receded moder
ately during October, following a sharp expansion in 
output during the previous four months, but remained 
fairly high, as is shown in the following diagram. In
creased production of textiles had been one of the major 
factors in reversing the downward course of industrial
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Index of Textile Production (Composite of indexes of cotton and 
silk consumption and wool mill activity, adjusted for 

seasonal variations and long term growth)

activity, but the moderate recession in this industry 
during October was offset by gains in several other indus
trial lines, including bituminous coal, steel, zinc, lumber, 
and wheat flour. Furthermore, production of shoes 
receded less than usually. There were declines after 
seasonal adjustment, however, in a few other manufac
turing lines whose products are the object of consumer 
expenditure, namely the automobile, tobacco, sugar refin
ing, and meat packing industries.

(Adjusted for seasonal variations and usual year-to-year growth)

1931

Oct. Aug.

1932

Sept. Oct.

Metals
Pig iron ........................................................... 38 17 20 21
Steel ingots..................................................... 39 20 24 27

59 29 36 33
42 25 26 29

Tin deliveries................................................. 69 36 40

Automobiles
Passenger cars............................................... 15 18 16 9
Motor trucks................................................. 37 24 32 23

Fuels
71 54 60 67 p

Anthracite coa l............................................. 94 52 68 79 p
C oke................................................................. 55 35 37 40
Petroleum, crude.......................................... 80 67 68 67p

78 61 59

Textiles and Leather Products
Cotton consumption.................................... 74 68 83 83
Wool mill activ ity........................................ 62 78 86 83 p
Silk consumption.......................................... 96 88 100 93

71 83 91p 95 p

Foods and Tobacco Products
Livestock slaughtered.................................. 99 92 106 96

86 76 78 86
Sugar meltings, U. S. ports ........................ 74 62 74 65
Tobacco products......................................... 83 78 79 74

Miscellaneous
Cement............................................................ 68 47 50 48
Tires.............................................................. .. 49 41 38
Lumber........................................................... 37 27 28 29
Printing activity ........................................... 72 63 62
Newsprint paper........................................... 84 72 68

p Preliminary

F o re ig n  T r a d e

This country’s foreign merchandise trade in October 
again showed somewhat more than the usual seasonal 
increase. A fter seasonal adjustment, exports were the 
largest since May, and imports the largest since June. 
The dollar value of exports at $153,000,000 and imports 
at $106,000,000, showed smaller percentage reductions 
from a year ago than in September.

A ll the major groups of exports shared to some extent 
in the increase over September. Compared with a year 
ago, there were substantially smaller declines in October 
than in September in exports of crude foodstuffs and in 
exports of partly and wholly finished manufactured 
goods. On the other hand, exports of manufactured 
foodstuffs showed a larger decline from last year than in 
the previous month, and there was a slight decrease in 
exports of crude materials, following increases in the 
previous two months.

Raw cotton shipments, the principal factor in exports 
of crude materials, have continued to compare favorably 
in quantity with those of previous years, as the accom
panying diagram shows. An increased European demand 
for American cotton during the past few months has 
about offset a decrease in the demand from the Orient 
which in the 1931-1932 crop year was the principal factor 
in the unusually heavy exports of cotton.

In October, declines from a year ago were somewhat 
smaller than in the previous month for all the leading 
groups of imports. The value of imports of crude food
stuffs, chiefly coffee, was only 5 per cent less than in 
October 1931, but imports of crude materials, which in
clude silk and rubber, were 48 per cent smaller in value. 
The quantities of raw silk, crude rubber, and coffee im
ported in October were seasonally larger than in the pre
vious month, but considerably below a year ago.
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Although most commodity prices showed little change 
during November, prices of some of the important basic 
products did show sizable declines. A  composite of steer 
prices was reduced $1.04 during the month to a new low 
at $6.00 a hundredweight, but subsequently showed a 
moderate recovery, and silver fell 1 %  cents to a new all 
time low at 25%  cents an ounce. Moderate recessions 
occurred also in wheat, silk, rubber, scrap steel, and tin. 
On the other hand, corn, cotton, wool, hogs, hides, sugar, 
copper, lead, and zinc showed little or no change.

Currently available weekly indexes of wholesale com
modity prices fluctuated irregularly during November, 
but toward the end of the month were in the vicinity of 
the low level reached last June. Consequently, it now 
appears that all of the June to September price recovery 
has been canceled, although there are notable exceptions 
in individual commodities, such as cotton.

A g r ic u ltu ra l I n c o m e

The gross income from farm production in the United 
States for 1932 is estimated by the Department of A gri
culture at $5,240,000,000; income both from farm crops 
and from livestock and dairy products are included. 
This figure represents a decline of 25 per cent from the
1931 income, and a drop of 56 per cent from that of 1929. 
The persistent decline of agricultural income since 1929 
is shown in the accompanying diagram. That the reduc
tion in income during this period was related primarily 
to the sharp decline in agricultural prices is indicated by 
the fact that the average price o f farm products at the 
farm for the first ten months of the current year was 28 
per cent lower than the 1931 average and 58 per cent 
below 1929.

The estimated gross income from crops during 1932, 
at $2,282,000,000, is 17 per cent less than in 1931, and 58 
per cent less than in 1929. In the case of grains and cot
ton the declines from 1929 to 1932 amounted to 71 per 
cent, or considerably more than the reduction in income 
from crops as a whole. Income from  livestock and dairy

C o m m o d it y  P ric e s

FARM CROPS

LIVESTOCK AND 
DAIRY PRODUCTS

1929 1930 1931 1932
Department of Agriculture Estimates of Gross Income from Agriculture 

(In millions of dollars)

products, amounting to $2,958,000,000 in 1932, shows a 
decline from the previous year of 29 per cent, or more 
than the decline in income from crops during this period. 
As compared with 1929, however, the decline in income 
from livestock and dairy products, amounting to 55 per 
cent, closely approximates the reduction in crop income.

B u ild in g

The F . W . Dodge Corporation report placed the total 
value of building and engineering contracts awarded 
during October at a figure 16 per cent below the Sep
tember total, a decline somewhat in excess of the usual 
seasonal reduction between these two months. A n  un
seasonal decline occurred in residential building, and 
reductions of larger than seasonal proportions were re
ported in total contracts for public works and utilities, 
and in other non-residential contracts. Notwithstanding 
this decline, this bank’s seasonally adjusted index of 
total building contracts awarded remained slightly above 
the low levels of several months in the first half of 
this year.

For the first ten months of 1932, the total value of 
building contracts was 59 per cent smaller than in 1931; 
residential building was reduced 66 per cent, public 
works and utilities 54 per cent, and other non-residential 
building 58 per cent. In the first three weeks of Novem
ber, the daily average amount of total building and 
engineering contracts placed showed less than the usual 
seasonal reduction from October, due chiefly to the 
awarding of public works and utility contracts.

Following substantial increases in the two previous 
months, the value of contracts awarded in the Metro
politan area of New York declined 23 per cent in October. 
The volume of public works and utilities was maintained 
above the September level, but residential contracts de
clined somewhat and there was a substantial drop in 
other non-residential construction, including commercial 
buildings, factories, institutions, and public buildings. 
The contract total for the first ten months of 1932 in this 
area was only one-fourth as large as in the correspond
ing period of 1931.

D e p a r tm e n t  S to re  T r a d e

The total dollar value o f October sales of the reporting 
department stores in this district was 23 per cent below 
a year ago, but after making allowance for one less shop
ping day this year than in 1931, the percentage reduction 
from last year in average daily sales was only slightly 
more than in September and was less than in any pre
vious month since January. In most localities in this 
district October department store business showed fairly 
uniform results compared with a year ago. The sales of 
reporting apparel stores declined slightly less compared 
with last year than did department store sales. The 
October decline was somewhat larger for the apparel 
stores than in September, but with this exception was 
the smallest so far this year.

For the first half of November, sales of the reporting 
department stores in the Metropolitan area were 25 per 
cent smaller than in the same period of 1931. Unfavor
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able weather conditions probably were responsible at 
least in part for this rather large decline.

Department store stocks of merchandise on hand Oc
tober 31, at retail valuation, showed a slightly smaller 
year to year decrease than in September, but remained 
substantially below a year ago. Collections of accounts 
outstanding at the end of the previous month were 
slower than in 1931 for all groups of department stores.

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding

Locality
Net sales

Stock

September 30 
collected in 

October
on hand

Oct.
Jan. 

to Oct.
end of 
month 1931 1932

New Y ork ......................................... — 2 2 . 2 — 2 1 . 0 — 27.1 47.1 46.1
Buffalo............................................... — 23.9 — 23.1 — 31.1 42.9 34.8
Rochester.......................................... — 24.2 — 24.3 — 25.0 48.7 43.3
Syracuse............................................. — 27.8 — 28.5 — 25.5 26.9 24.9
Newark.............................................. — 22.9 — 19.3 — 2 1 . 8 41.6 38.8
Bridgeport........................................ — 22.5 — 24.7 — 13.8 38.7 35.4
Elsewhere.......................................... — 25.2 — 22.5 — 16.2 36.9 32.0

Northern New York State. . . .
Southern New York State........
Hudson River Valley District.. 
Capital D is tr ic t .........................

— 28.8
— 25.1
— 20.3
— 29.2

Westchester District ................ — 2 1 . 2

All department stores............ — 22.7 — 2 1 . 2 — 25.8 43.4 41.1

Apparel stores......................... — 20.4 — 23.4 — 27.8 43.2 43.6

Net sales 
percentage change 

October 1932 
compared with 
October 1931

Stock on hand 
percentage change 
October 31, 1932 
compared with 

October 31, 1931

Toilet articles and drugs....................... —  8 .5 — 10.5
Woolen goods........................................... — 10.4 — 35.8
Men’s furnishings.................................... — 1 2 .8 — 25.4
Shoes.......................................................... — 15.9 — 20.5
Men’s and Boys’ wear........................... — 16.9 — 30.5
Women’s ready-to-wear accessories.. . 
Linens and handkerchiefs.....................

— 17.1
— 17.8

— 24.7
— 24.2

Hosiery...................................................... — 18.4 — 32.5
Luggage and other leather goods........
Home furnishings....................................

— 19.4
— 20.5

— 26.3
— 23.4

Books and stationery............................. — 2 1 . 2 — 25.1
Cotton goods............................................ — 21.5 — 24.7
Toys and sporting goods....................... — 2 1 . 6 — 2 0 . 2
Women’s and Misses’ ready-to-wear.. 
Silverware and jewelry..........................

— 23.7
— 23.7

— 26.0
— 24.2

Silks and velvets..................................... — 24.1 — 23.1
Furniture................................................... — 28.5 — 32.6
Musical instruments and radio........... — 44.5 — 42.2
Miscellaneous.......................................... — 15.1 — 27.8

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

Sales of the reporting wholesale firms in October av
eraged 19 per cent below 1931, the same reduction as 
was indicated in September. The sales of men’s clothing 
and diamonds showed the smallest reductions in more 
than a year, and sales of jewelry were reduced by the 
smallest percentage since June 1932. Machine tool or
ders, reported by the National Machine Tool Builders 
Association, made the best year to year comparison since 
January, and sales of silk goods, reported on a yardage 
basis by the Silk Association of America, were larger 
than a year ago for the third consecutive month, although 
the October increase was only half as large as that 
reported in September. On the other hand, wholesale 
dealers in cotton goods, groceries, shoes, stationery, 
paper, and hardware reported larger decreases than in

September. Drug concerns continued to report sales only 
slightly below a year ago.

Stocks of merchandise on hand at the end of October 
remained substantially below a year previous in all re
porting lines except groceries, for which the decline was 
the smallest in a year and a half.

The October ratio of collections to accounts outstand
ing averaged slightly lower than in 1931, but there were 
as many lines reporting increases as there were reporting 
decreases from a year ago.

Commodity

Percentage 
change 

October 1932 
compared with 
September 1932

Percentage 
change 

October 1932 
compared with 
October 1931

Per cent of 
accounts 

outstanding 
September 30 

collected in 
October

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1931 1932

Men’s clothing...............
Cotton goods..................

Machine tools**............

Paper................................

+  1 . 6
—  8.9
—  3.3  
— 28.0* 
— 25.6 
+  18.8 
+17 .3
—  6 . 8  
+  1.9 
+  5.6 
+ 29 .6  
+ 2 1 . 8

+  8 .4

—  4 .2  
+  3.4* 
— 11.4
—  4 .0  
+  1 .2

— 2 0 . 2  
— 15.6 
— 33.9 
+ 1 2 .2 * 
— 30.7 
—  3.4  
— 29.0 
— 38.4 
— 20.4 
— 30.6 
— 28.9 
— 34.1

—  4 .7

— 38! 6 
— 2 2 .2 * 
— 38.1 
— 22.3 
— 2 1 . 6

80.7
31.1
36.4
54.4
50.8
31.2 
46.7

67‘.3
46.2

} 15.5

78.6
37.6
30.7
55.6
37.8
27.7
47.8

48 !o  
44.5

} 17.8—  3.4 
+  1.4

— 31.8
— 26.6

Weighted average. . . —  2.7 — 19.4 51.2 49.9

* Quantity not value. Reported by Silk Association of America 
** Reported by the National Machine Tool Builders Association

C h a in  S to r e  T r a d e

Total October sales of the reporting chain store sys
tems were 17 per cent less than in 1931, and after making 
allowance for one less business day than in October 1931, 
the decrease was still somewhat larger than in most other 
recent months. Shoe sales continued to show a large 
decrease from a year ago, candy sales were reduced by 
the largest percentage in more than a year, and ten cent 
chains reported a larger decline than had previously 
been reported to this bank. On the other hand, sales of 
drug and variety chains were down less from  a year ago 
than in September, and grocery sales on, a daily basis 
remained at about the same level as in the previous 
month.

As there was no net change between October 1931 and 
October 1932 in the aggregate number of stores operated 
by the reporting chains, sales per store showed the same 
percentage decline as total sales.

Percentage change October 1932 
compared with October 1931

Type of store Number
of

store
Total
sales

Sales
per

store

—  1.5 — 15.2 — 13.9
+  1.3 — 23.5 — 24.5
—  0 .5 — 15.4 — 15.0
—  5.1 — 29.7 — 25.9
+  3.3 —  6 . 6 —  9.6

0 — 16.6 — 16.6

0 — 17.1 — 17.1

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

December 1, 1932



FEDERAL RESERVE BANK OF NEW YORK
MONTHLY REVIEW, DECEMBER 1, 1932

PER CENT

Index Number of Production of Manufactures 
and Minerals Combined, Adjusted for Seasonal 

Variation (1923-25 average—100 per cent)

Index of Factory Employment with Adjustment 
for Seasonal Variation (1 9 2 3 -2 5  

average =100  per cent)

Wholesale Price Index of United States Bureau 
of Labor Statistics (1926 averages 100 per cent)
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1927 1928 1929 1930 1931 1932 
Federal Reserve Bank Credit and Principal Fac

tors in Changes (Monthly averages of daily 
figures; latest figures are averages of 

first 20 days of November)

Business Conditions in the United States
(Summarized by tlie Federal Reserve Board)

\J O L U M E  of industrial output, after increasing considerably during August 
and September, remained unchanged in October. Factory employment and 

payrolls reported for the middle of tlie mouth, showed a further increase. 
During October, as in the last three weeks of September, wholesale commodity 
prices declined, and in the first three weeks of .November the general average 
was at tlie level of early summer.

P roduction  an d  E m p l o y m e n t

Industrial production, as measured by the Board ’s seasonally adjusted 
index, continued in October at 66 per cent of the 1923-1925 average, as 
compared with a low level of 58 per cent in July. In  the textile industries, 
which had shown a rapid expansion in August and September, there was a 
slight decrease in consumption of raw materials while output of finished 
products increased somewhat. Shoe production, which also had increased sub
stantially in recent months, showed a seasonal decline. Operations at steel 
mills expanded from an average of 17 per cent of capacity in September to 
19 per cent in October, contrary to seasonal tendency, and, according to trade 
reports, continued at about this rate through the first three weeks of November. 
Production of automobiles in October declined further to a new low level. A t  
coal mines activity continued to increase rapidly until the middle of October, 
but since that time a reduction, largely seasonal in character, has been reported.

Employment in most manufacturing industries increased between the middle 
of September and the middle of October, and the B o a rd s  seasonally adjusted 
index of factory employment showed an advance from 60 per cent of the 
1923-1925 average to 61 per cent. A t  textile mills working forces increased 
by considerably more than the usual seasonal amount, and substantial increases 
were also reported at steel mills, lumber mills, and carbuilding shops. In  the 
canning and automobile industries there were decreases in employment.

Value of construction contracts awarded, as reported by the F. W. Dodge 
Corporation, continued at low levels during October and the first half of 
November.

The Department of Agriculture estimate of the cotton crop, based on 
November 1 conditions, was 11,950,000 bales, about 525,000 bales larger than 
the estimate a month earlier.

D istr ib u tio n

From September to October volume of freight traffic increased by more 
than the usual seasonal amount; after the middle of October carloadings 
declined, reflecting chiefly seasonal developments. Dollar value of department 
store sales increased by the usual amount in October.

W h o le sa le  P rices

Wholesale commodity prices, as measured by the monthly index of the 
Bureau of Labor Statistics, declined from 65 per cent of the 1926 average 
in September to 64 per cent in October. Weekly figures show declines in the 
general average from early September through the first week in November, 
reflecting reductions in the prices of many domestic agricultural products and 
their manufactures, as well as in the prices of steel rails, copper, coffee, 
rubber, and silk. In  the second week of November prices of many leading 
commodities, including grains, hogs, cotton, silk, zinc, lead, and tin advanced 
considerably, but later the prices of these commodities declined.

B a n k  Credit

Volume of Reserve Bank credit showed little change for the four-week 
period ended November 16. Member bank balances at the Reserve Banks 
increased further by $75,000,000, and in the middle of November ŵ ere about 
$475,000,000 in excess of legal reserve requirements. This growth in reserve 
balances reflected an increase of $60,000,000 in the stock of gold and the issue 
of additional National bank notes. Demand for currency showed little change 
during the four-week period.

Loans and investments of reporting member banks in leading cities, out
side New York City and Chicago, declined further between the middle of 
October and tlie middle of November, reflecting a further reduction of lonns 
at these banks. In  New York City the investments of member banks increased 
by an amount larger than the decrease in loans, so that total loans and invest
ments of these banks showed a further increase.

Money rates in the open market continued at low levels during October 
and the first half of November. Rates on 90-day bankers acceptances were 
unchanged at %  of 1 per cent, and rates on prime commercial paper declined 
from a range of l% - 2  to a range of 1 ^ - 1 %  per cent.
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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, Netv York January 1, 1933

M o n e y  M a rk e t  in  D e c e m b e r
The culmination of seasonal demands on the banks, 

which occurs each year in December, has been met this 
year with unusual ease. This was due partly to the fact 
that m .jiber banks entered the period with a large 
amount of reserves in excess of legal requirements, partly 
to unusually small currency withdrawals for the holiday 
trade, and partly to a large gain of funds through gold 
transactions during the month. The banks with excess 
reserves continued to hold approximately the same aggre
gate amount as at the end of November, and borrowings 
by other member banks from the Reserve Banks were re
duced further, whereas ordinarily December is a month 
of increased bank indebtedness.

The first of the accompany diagrams shows the actual 
changes in the amount of currency outstanding during 
the past year in comparison with the usual seasonal move
ment, and the second diagram shows the deviations in 
the amount of money in circulation from the usual sea
sonal movements, These indicate that the December 
withdrawals of currency from the banks were not more 
than half as large as usual. The actual amount of cur
rency outstanding, instead of reaching the highest point 
of the year just before Christmas, remained below the 
level of early July, and did not differ greatly from that

MILLIONS OF D OLLARS

of a year ago, whereas a few months ago currency circu
lation figures were showing an increase of about a 
billion dollars over a year previous.

It is not clear whether the small currency demands of 
December were due to a corresponding reduction in the 
actual use of currency, or whether money previously 
withdrawn from the banks was used in considerable 
amount in making holiday purchases. In any event, after 
seasonal adjustment, the amount o f currency outstanding 
at the end of December reached the lowest point of the 
year. Thus, as the second diagram shows, the two great 
waves of currency hoarding which occurred in January 
and around the middle of the year had been entirely off
set by redeposits and less than seasonal withdrawals of 
money by the end of the year. The amount of currency 
outstanding, however, is still far above the volume that 
would normally be required with business and prices at 
their present levels.

The other principal influence on the position of the 
banks during December was the increase in the monetary 
gold stock of the country, which amounted for the month 
to $175,000,000, the largest gain for any month in recent 
years. The major factor in this increase in the gold stock 
was the payment by the British Government of $95,-
550,000 in gold on its debt to the United States Govern-

MILLIONS OF D O LLA RS

Changes in Actual Amount of Money Outstanding, Compared with 
Usual Seasonal Variations in Currency Circulation

Changes in Amount o f Money Outstanding after Allow
ance for Usual Seasonal Movements

(W eekly  averages of daily figures, cumulative from average for week ended January 2, 1932)
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ment. To facilitate this payment the Federal Reserve 
Bank of New York at the request o f the Bank of England 
placed at the disposal of that bank on December 15 gold 
to the value of $95,550,000 against an equivalent amount 
of gold earmarked for the Federal Reserve Bank of New 
York in London pending shipment to New York. The 
Bank of England then paid this gold to the United 
States Treasury. The Treasury immediately sold the 
gold received in New York back to the Federal Reserve 
Bank and used the proceeds to meet in part its large 
disbursements on December 15, which consisted prin
cipally of redemptions of maturing securities and inter
est payments on the public debt. The use of the British 
debt payment by the Treasury in this manner had the 
effect of making immediately available to commercial 
banks the proceeds of the debt payment.

In addition to this large receipt of British gold, there 
was also a substantial inflow o f gold from  a considerable 
number of foreign countries reflecting a continued 
weakness of most foreign exchanges. The French franc 
declined below the point at which it became profitable 
to ship gold to this country, so that near the end of 
December there were gold shipments from Paris to New 
York. Commercial shipments of gold were received also 
from Holland, England, Canada, India, Australia, Japan, 
and China.

The New York banks were the recipients in the first 
instance of the proceeds of most of the increase in the 
United States gold stock during December. Their re
serve position, however, was not greatly changed during 
most of the month, as they sustained losses through 
moderate withdrawals of currency for the holiday trade 
and a fairly substantial seasonal outflow of funds to 
other parts of the country. For the country as a whole 
also the amount of excess reserves in member banks 
showed no material change during most of December. 
Member bank borrowings from the Reserve Bank, in
stead of showing the usual December increase, were 
reduced further, and at about $270,000,000 in the latter 
part of the month reached a new low1 level for  the year. 
This may be compared with member bank indebtedness 
of about $525,000,000 in the latter part o f July and 
$1,000,000,000 in December 1931.

M e m b e r  B a n k  C r e d i t

The total loans and investments o f the leading New 
York City member banks showed practically no net 
change during the four weeks ended December 21. There 
was a small reduction in their investments, chiefly in 
Government securities, which was approximately coun
terbalanced by an increase in their loans on securities. 
Other loans showed little net change. Reporting banks 
in other principal cities throughout the country showed 
a small net reduction in their total loans and investments 
during this same period. Their loans on securities and 
holdings o f Government securities increased slightly, 
but their other loans continued to decline gradually, and 
there was a small reduction also in their holdings of 
securities other than United States Government issues. 
The deposits of reporting banks showed a further moder
ate increase during December.

Open market money rates declined somewhat further 
during December. The principal changes were a further 
reduction of %  per cent in commercial paper rates and 
of Ys per cent in rates on bankers acceptances.

M oney  R ates

Money Rates at New York

Dec. 31, 1931 Nov. 30, 1932 Dec. 30, 1932

Stock Exchange call loans........................ *3-3 X 1 1
Stock Exchange 90 day loans................. 3M **H
Prime commercial paper.......................... 3 ^ -4 1 X - 1 X
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans..

3 X
f4 .4 0 t3.54 f3 .63

Treasury securities
Maturing March (yield)...................... 2.30 No yield No yield
Maturing June (yield).......................... 2.74 No yield No yield
Maturing September (yield)............... 3.67 0.18 0.08

Federal Reserve Bank of New York re
discount rate........................................... 3 H 2H 2 H

Federal Reserve Bank of New York
buying rate for 90 day indorsed bills. J3 % 1 1

* Range for preceding week ** Nominal
t  Average rate of leading banks at middle of month J 1-45 days, 3 per cent

B i l l  M a r k e t

As member banks continued to hold large excess re
serves, no necessity existed during December for the 
banks to dispose of the large volume of bills in their 
possession. Their portfolios of bills at the end of 
November amounted to $654,500,000, or 91 per cent of 
the $720,000,000 of bills then outstanding, as is indicated 
in the accompanying diagram.

As a consequence, conditions in the discount market 
during December remained about as quiet as in immedi
ately preceding months. A  general reduction on Decem
ber fifth of Ys per cent in dealers’ rates, making the 
offering rate for 90 day unindorsed bills %  per cent, a 
new low ini the history of the American acceptance mar
ket, had no marked effect on the supply of bills available 
in the market, as the limited additional purchases by the 
dealers were quickly absorbed by the active investment 
demand. Dealers’ portfolios of bills remained light 
throughout the month.

Total Volume of Bankers Acceptances Outstanding and Amount 
Held by Accepting Institutions
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C o m m e r c i a l  P a p e r  M a r k e t

Investment demand for prime commercial paper dur
ing December exceeded the supply of such paper coming 
into dealers’ portfolios, and in this respect conditions 
in the open market were unchanged from the situation 
that has prevailed for some months. During the first 
part of December rates for prime names showed a 
further easing tendency which developed around mid
month into the establishment of a 1%  - 11/̂  Per cent pre
vailing range, as compared with 1  % - l%  per cent at the 
end of November. Some transactions in short term paper 
were subsequently reported at slight concessions from 
this lower level, but no further change in the general rate 
structure of the paper market was made during the 
balance of the month.

Commercial paper outstanding through dealers re
porting to this bank amounted to $109,500,000 on Novem
ber 30. This was a decline of 3 per cent from  the 
previous month, in accordance with the usual seasonal 
tendency, and a decrease of 38 per cent from the out
standings in November 1931.

S e cu r ity  M a rk e ts
Stock prices continued to move irregularly in Decem

ber, with the amplitude of fluctuations even narrower 
than in November. A  decline during the first few days 
of the month was followed by an advancing movement 
which persisted nearly to the middle of the period, after 
which prices in general receded to about the level pre
vailing at the end of November. In the last wTeek of 
December, however, the market showed an advancing 
tendency. Industrial and railroad stock averages gener
ally showed little net change for the month, while the 
public utility indexes advanced somewhat. Turnover on 
the New York Stock Exchange averaged about 1,000,000 
shares daily, or about the same small volume as in the 
previous month.

In the bond market, the tendencies in December were 
much the same as in other recent months. High grade 
investment issues advanced further to the highest levels 
of the year, while the lower grade issues again showed a 
net loss for the month.

Representative of the high grade investment market, 
United States Government securities were uniformly 
strong during December, and, as the accompanying dia
gram indicates, the average price of the 11 Liberty Loan 
and Treasury bond issues now outstanding rose about 
1 %  points to a new high for the year 1932. At the 
December high,v the average price of United States 
Government bonds was within about 2  points of the 1931 
high level. The largest advances occurred in the Treasury 
bond issues although the Liberty Loan issues, which are 
callable within the next few years, also showed a sizable 
average rise.

The best grade domestic corporation bonds also reached 
new high levels for the year around the middle of the 
month, and subsequently receded only slightly. Com
pared with the 1931 peak, however, the average price of 
the highest grade domestic corporate issues at the best 
levels attained in December was still some 4 points below. 
The less high grade domestic corporate issues fared not

PRICE AVERAGE

Average Price of Liberty Loan and Treasury Bonds

as well as the best investment issues, for an advancing 
tendency around the middle of the month was followed by 
a renewed decline that was only partly offset by an ad
vance in the closing days of the month. Railroad bond 
averages showed some net decline for December, while 
industrial and public utility averages were slightly 
higher at the close of the month than at the end of 
November.

Foreign bonds on the whole showed an advancing 
tendency until after the middle of the month when some 
recession occurred, and the Baker-Kellogg Company price 
average of 40 foreign bonds closed the month with a net 
gain of about %  of a point. German issues were strong, 
the German Government 5 /̂2 ’s and 7 ’s advancing about 9 
points to the highest prices of the year.

N e w  F in a n c in g

On December 15, $615,000,000 of new securities were 
issued by the United States Treasury, an amount only 
slightly in excess o f the Treasury notes maturing on the 
same date, of which there were $600,000,000. This 
Treasury financing took the form of an issue of $361,- 
000,000 of 2%  per cent 4 year notes and an issue of 
$254,000,000 of %  per cent 1 year certificates of indebt
edness. The %  per cent rate on the certificate issue is 
the lowest coupon that any certificate has ever carried, 
and only one note issue, the 2 Yg per cent 2  year offering 
o f last August, has carried a lower coupon rate than the 
2%  per cent rate on the latest note issue. These issues 
were largely and quickly oversubscribed, and prices in 
the market immediately advanced to premiums, which by 
the close of the month had been increased to %  point in 
the case of the certificate issue, and in the case of the 
notes to 1%  points. A t these prices the certificates 
yielded only about .25 per cent and the notes 2.35 
per cent.

Unlike other recent Treasury issues, subscriptions 
tendering securities of the maturing issue in payment 
were not given full preferred allotment under the terms 
of the December Treasury offering, but such subscriptions 
were allotted to the extent of $151,000,000 on the cer
tificate issue and $213,000,000 on the note issue, or about
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60 per cent of the issues. In addition to the December 
15 financing, the Treasury on December 28 sold $100,- 
000,000 of 91 day Treasury bills to replace a maturity 
of a corresponding amount of Treasury bills. The aver
age rate at which this issue was sold was 0.09 per cent, a 
new low rate for Treasury bills.

New security issues other than United States Govern
ment financing were in the neighborhood of $10 0 ,000,000, 
an amount slightly larger than in November, but 
somewhat below the December 1931 total. Offerings 
during the past month were composed principally of 
several State and municipal issues and a $13,000,000 
refunding issue of Federal Intermediate Credit Bank 
debentures. The most important State issues were $30,-
400,000 of serial bonds of the State of New York, which 
were sold at an average interest cost to the State of 
3.027 per cent, the lowest in many years, and subse
quently offered in the market at 0.75 to 3.15 per cent, 
depending on maturity. In addition, $20,000,000 of 
State of Illinois serial bonds were offered in the market 
at prices yielding from 3.00 to 4.15 per cent.

F o re ig n  E x ch a n g e
The foreign exchange market in December was domin

ated by two counter movements— a recovery in sterling 
and weakness in French francs. The British currency, 
after establishing the low quotation of $3.14% on 
November 29, improved irregularly during the first week 
in December and then began a rise which carried the rate 
upward without interruption to $3.34% on the 21st; the 
rate then steadied slightly below this level. French 
francs, on the other hand, which were quoted below 
parity at the beginning of December, showed persistent 
weakness during the first half of the month, dropping 
below the approximate gold import point to the United 
States, and gold shipments ensued. During the re
mainder of the month there was no appreciable change 
in franc exchange. The belga approached for a time the 
level at which gold imports appeared to be possible, go
ing as low as $0.1384. Guilders and Swiss francs, though 
not rising above parity, did not touch the calculated 
points at which the shipment of gold to the United States

would be profitable. In the remainder of the European 
list gains predominated, varying from substantial rises 
among the Scandinavians, under the influence of sterling, 
to a smaller advance in the quotation for Italian lire.

Japanese yen rose irregularly during the month, while 
the silver currencies registered a net loss, accompanying 
lower prices for silver. The discount on Canadian dollars 
narrowed in December, and the major South American 
currencies continued to be quoted at fixed rates.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Dec. 31, 1931 Nov. 30, 1932 Dec. 30, 1932

Belgium.............................. $ .1390 $ .1390 $ .1385 $ .1386
.2680 .1885 .1665 .1713

4.8666 3.3975 3.1975 3.3113
.0392 .03926 .03908 .03903
.2382 .2380 .2377 .2381

Holland.............................. .4020 .4010 .4019 .4018
Italy.................................... .0526 .0508 .0508 .0512
N orway.............................. .2680 .1875 .1647 .1713

.1930 .0845 .0816 .0816
Sweden............................... .2680 .1900 .1746 .1813
Switzerland....................... .1930 .1953 .1923 .1924

Canada.............................. 1 .0 0 0 0 .8325 .8500 .8825
Argentina.......................... .9648 .5865 .5865 .5865

.1196 .0625 .0763 .0763
1.0342 .4488 .4775 .4750

.4985 .3500 .2005 .2065

.3650 .2575 .2426 .2515

......... .3338 .2825 .2725

DOLLARS 
3.7<

I
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DOLLARS 
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G o ld  M o v e m e n t

During the month of December the monetary gold 
stock of the United States rose by approximately 
$175,000,000, of which $95,550,000 reflects the payment 
of the December 15 instalment of the British war debt to 
the United States Government. As reported on another 
page of this Review, this gold payment was set aside 
under earmark by the Bank of England for account of 
the Federal Reserve Bank of New York on December 15 
and arrangements were made for the progressive ship
ment of the gold to the United States. Consignments 
totaling $22,912,000 have thus far been received and a 
balance of $72,638,000 is held abroad or in transit.

Other imports of gold at New York during December 
totaled $66,000,000, of which approximately $31,500,000
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BILLIONS OF DOLLARS

Monetary Gold Stock of the United States

came from England, $14,500,000 from France, $7,400,000 
from Holland, $7,200,000 from Canada, $3,500,000 from 
India, $985,000 from Chile, $209,000 from Mexico, and 
$114,000 from Pern. Including gold shipped from the 
stock earmarked in London, actual receipts of gold at 
New York amounted to $88,900,000. Receipts of $8 ,-
600,000 at San Francisco in December were reported as 
follows: from China, $4,900,000; from Japan, $3,- 
100,000; from Australia, $600,000. No gold was exported 
from the United States on monetary account during 
December, but there was a loss to this country of 
$1,600,000 as a result of a net increase in the amount of 
gold held at this Bank under earmark for foreign account.

Reflecting the large December increase and the gains 
in other months since June, the monetary gold stock of 
the United States at the end of 1932 was about $55,000,000 
larger than at the end of 1931, and only $80,000,000 less 
than at the close of 1930, as is indicated in the accom
panying diagram. The large outflow of gold between 
September 1931 and June 1932 was very largely offset 
by the increase in the gold stock in the first part of 1931 
and by the renewed inflow in the second half of 1932. 
Thus for the two year period, monetary gold holdings of 
this country showed comparatively little net change, 
despite what was probably the largest shifting of gold 
in the history of any country.

C en tra l B a n k  R a te  C h an ges
On December 3 the discount rate of the Bank of Greece 

was lowered from 10 to 9 per cent. The higher rate had 
been in force since August 8, 1932. No other changes in 
central bank rates were reported during December.

F o re ig n  T r a d e
Merchandise exports, which in September and October 

had shown increases of considerably more than the usual 
seasonal proportions, declined contrary to the seasonal 
tendency in November, but average daily imports of 
merchandise continued to increase both before and after 
seasonal adjustment. As compared with the level of a 
year previous, exports showed a decline of 28 per cent, 
and at $139,000,000 were the smallest for any November

since 1902. The decline in imports was 30 per cent, the 
smallest year to year reduction since February.

The most substantial decline in exports from a year 
ago, 46 per cent, was in manufactured foodstuffs. A  
reduction of 37 per cent occurred in crude foodstuffs, 
while finished and semi-finished manufactures were down 
30 per cent and 29 per cent, respectively, and crude 
materials showed a decrease of 19 per cent. In imports 
the decline from a year ago in crude and manufactured 
foodstuffs amounted only to 2 per cent and 5 per cent, 
respectively, while the declines in the other major groups 
ranged from 32 per cent to 42 per cent. The volume of 
cotton exports showed little change from October to 
November and was not far below the high level of a 
year previous. The volume of imports of silk, rubber, 
and coffee continued below the level of a year previous.

A  comparison of the declines since 1929 in the foreign 
trade of this country with the various continents indi
cates that the most substantial reduction in exports has 
been in shipments to South America, which are currently 
running at less than one-fifth of the 1929 value. Exports 
to Canada and to Latin North America have been show
ing somewhat smaller declines, while exports to Europe 
and to Asia are between one-third and one-half of their 
1929 value. In regard to imports, however, the present 
level in each case appears to be approximately one-third 
of the 1929 value.

E m p lo y m e n t  a n d  W a g e s
Working forces in manufacturing industries showed 

little change other than the usual seasonal reduction 
from the middle of October to the middle of November, 
and the seasonally adjusted index of factory employment 
in the United States computed by the Federal Reserve 
Board remained in November at the previous month’s 
level. Increases in employment both before and after 
seasonal allowance occurred in the iron and steel, machin
ery, automobile, and metal industries, which approxi
mately offset declines in the food, textile, leather, and 
paper and printing groups. Factory payrolls declined 4 
per cent from October to November, or by slightly more 
than the usual seasonal proportions.

Wage rate reductions have been much less numerous 
during the past several months than in the earlier 
months of 1932. During the three months from the 
middle of July to the middle of October the number of 
workers affected by wage rate reductions in factories 
reporting to the Bureau of Labor Statistics averaged
68,000 a month, as compared with a monthly average 
of 116,000 workers in the previous seven months.

In New York State, factory employment was reduced
1 per cent from October to November. This decline was 
of somewhat larger than seasonal proportions, but was 
less than the October to November contraction in the 
previous three years. Factory payrolls were reduced 4 
per cent, which considerably exceeds the average reduc
tion in this period of past years. Declines from October 
to November were most pronounced in the food and 
clothing industries, which were among the industries 
which had shown the largest gains during preceding 
months.

According to an annual study of the State Department
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of Labor, the average weekly earnings of office workers 
in New York State factories, including technical and 
supervisory staffs as well as clerical workers, were $31.86 
in October 1932, or the lowest for any year since 1922. 
The decline in weekly earnings of office workers from 
October 1931 amounted to $3.63, and followed a decline 
of $1.99 during the previous year. The total decline of 
15 per cent in the earnings of office workers from their 
peak in 1930 has been less than the decline in the earn
ings of factory operatives, but office workers’ earnings 
did not rise as much in previous years and are generally 
slower in their movements.

C o m m o d ity  P r ices
The average level of wholesale commodity prices con

tinued to move lower during December. New lows for a 
number of years past were established in the prices of 
livestock, wheat, corn, copper, and silver, and sizable 
declines were shown also in hides, sugar, and rubber. On 
the other hand, iron and steel prices and raw cotton, silk, 
and wool quotations were fairly steady during December. 
A  composite of crude petroleum quotations, which had 
remained fairly steady since the latter part of April, 
declined 18 cents to 83 cents a barrel, but remained well 
above the low of 57 cents established in 193.1.

Despite the recent downturn, the general average of 
prices, according to the weekly index of the Bureau of 
Labor Statistics, has fluctuated within a narrower range 
since last June than in any similar period since late in 
1929. This index for the week ended December 17 was
63.0 compared with 63.7 on June 18.

Production and Trade in 1932
Reflecting the decline in general business during the 

first half of 1932, which was only partly counterbalanced 
by subsequent recovery in several important lines, a 
preliminary estimate made by this bank of the total 
volume of production and trade for the year 1932 
indicates a decline of about 19 per cent from 1931 
and of approximately 42 per cent from 1929. The esti
mated decline in aggregate production and trade during 
the past year was somewhat larger than the percentage 
decrease of either of the previous two years. The accom
panying diagram, which is drawn on a ratio scale to 
indicate the year to year rate of increase or decrease, 
shows that as a result of three years of decline the esti
mated total volume of production and trade for 1932 was 
at about the same level as in 1921.

Two of the principal factors in the somewhat larger 
decline in aggregate production and trade during 1932 
than in 1931 were a decrease of 9 per cent in agricultural 
production, as against an increase in the previous year, 
and a reduction of more than 50 per cent in building 
contracts awarded, or about double the percentage drop 
in construction activities in 1931. In addition, manu
facturing output showed somewhat more of a decline 
than in 1931, as did a group of series representative of 
general trade. Production of minerals and metals under
went about the same proportionate curtailment as the 
drop from 1930 to 1931, and output of foods appears to 
have been reduced only to a small extent, as was the case 
in 1931 and 1930.

PER CENT

Index of General Production and Trade in the United States 
(Figure for 1932 partly estimated; ratio scale used to 

show proportionate changes; 1923-25 
averages 100 per cent)

W o r ld  P r o d u c t io n  o f  C o t to n  a n d  W h e a t

As a result of a much smaller cotton crop in the United 
States than last year, offset in part by larger crops in 
India and China, the world production of cotton for the 
present crop year (August 1  to July 31), estimated by 
the Department of Agriculture at 24,000,000 bales, will 
be 3,500,000 bales below the 1931-32 harvest, and
2 ,100,000 bales smaller than the average production of 
the past five years. The current year’s indicated crop 
approximately equals that of 1927-28, and with the ex
ception of that year is the smallest since 1923-24. Owing 
to reduced activity in the cotton textile industry, and an 
unusually large domestic crop in 1931-32, the world 
carryover of all growths o f cotton has increased during 
each of the past three years, and at the beginning of the 
present crop year the carryover was at the highest level 
ever recorded. Maintenance for duration of the crop 
year of the recent increase in mill consumption of raw 
cotton which has been apparent in all of the major 
consuming countries except England would probably be 
reflected in an interruption of the continuous growth of 
world stocks of raw cotton.

The production of wheat for the current year in 
forty-two countries which account for 95 per cent of 
world production, exclusive of China and Russia, is esti
mated at 3,700,000,000 bushels, or about the same as the 
aggregate production of these countries last year. The 
European, Canadian, and Southern Hemisphere crops 
are indicated to be somewhat larger than last year, but 
these increases are offset by a substantial decline in 
the United States harvest and some reduction in Asiatic 
production. The United States wheat crop, at 727,000,000 
bushels, was 173,000,000 bushels below last year’s crop, 
and the smallest for any year since 1925. Although no 
official figures are available for Russian output of wheat, 
it is generally reported that production in that country 
showed a large reduction from the 1931 crop.

Another small United States wheat crop in 1933 is 
suggested by the report of the Department of Agricul
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ture covering the acreage sown and condition of winter 
wheat on December 1 . The condition was the lowest 
reported for any December 1 since the reports were 
begun in 1863; acreage sown was 1.3 per cent less than 
sowings in the fall of 1931 and was the smallest since
1923.

P r o d u c t io n

During December no consistent change was apparent 
in the currently available data on the output o f impor
tant industries. On the one hand, the volume of orders 
received by steel producers was reduced to an exceed
ingly low level, and the rate of operations in the latter 
part of the month was close to the low point reached 
in July. On the other hand, activity in the automobile 
industry continued to expand rapidly, reflecting work on 
new models, and the output o f cotton goods and bitumi
nous coal showed no important change either before or 
after seasonal adjustment.

The average level of industrial activity receded some
what from October to November, principally as a result 
of a contraction in the output of several industrial lines 
which in preceding months had shown the largest im
provement, namely, the textile, shoe, and meat packing 
industries. In addition, larger than seasonal declines 
were reported in the industries related to building con
struction. In contrast to these unfavorable records, the 
downward tendency in the automobile industry was 
sharply reversed, operations in the steel industry were 
maintained near the previous month’s level despite a 
usual seasonal contraction, and increases were shown in 
the output of lead and zinc.

(Adjusted for seasonal variations and usual year to year growth)

1931 1932

Nov. Sept. Oct. Nov.

Metals
Pig iron ........................................................... 38 20 21 21
Steel ingots..................................................... 48 24 27 29
Lead................................................................. 52 36 33 39
Z in c.................................................................. 42 26 29 32
Tin deliveries................................................. 62 40 44

Automobiles
Passenger cars............................................... 16 16 9. 14p
M otor trucks................................................. 46 32 23 26 p

Fuels
Bituminous coa l............................................ 68 60 68 68 p
Anthracite coal.............................................. 70 68 80 70 p
Coke................................................................ 54 37 40 42
Petroleum, crude.......................................... 82 68 66 66p
Petroleum products...................................... 75 59 61

Textiles and Leather Products
Cotton consumption.................................... 72 83 83 79
Wool mill activity ........................................ 57 86 83 71p
Silk consumption.......................................... 96 100 93 72
Shoes................................................................ 73 91 96p 94 p

Foods and Tobacco Products
Livestock slaughtered.................................. 93 106 96 84
Wheat flour.................................................... 96 78 86 90
Sugar meltings, U. S. ports........................ 73 74 65 66
Tobacco products......................................... 84 79 74 73

Miscellaneous
Cement............................................................ 59 50 48 45
Tires................................................................. 46 38 41
Lumber........................................................... 30 28 29 25
Printing activity........................................... 76 62 59
Newsprint paper........................................... 87 68 70

In d e x e s  o f  B u sin ess  A c t iv i t y
Data now available for December indicate that some 

decline in general business activity and trade occurred 
during the month. The movement of miscellaneous and 
less than carload freight over the railroads was reduced 
by somewhat more than the usual seasonal amount. The 
holiday trade in department stores in the New York 
Metropolitan area from December 1 to December 24 
showed about the same decline from a year ago as the 
average for the previous 1 1  months, but apparently the 
increase over November was not quite as large as usual. 
On the other hand, the production of electric power in
creased about as usual from November to December, and 
the number of business failures showed little change 
other than the customary seasonal rise.

In November, moderate declines were indicated in most 
of this bank’s indexes of the distribution of goods and 
general business activity, including the indexes represent
ing movement of railroad freight, sales of department 
stores and chain stores, volume of check payments, and 
merchandise exports. Favorable movements were re
corded, however, in the indexes of business failures, life 
insurance sales, and merchandise exports, and electric 
power production was unchanged from October to 
November.

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1931 1932

Nov. Sept. Oct. Nov.

Primary Distribution
Car loadings, merchandise and misc........ 66 52 55 53
Car loadings, other....................................... 60 48 53 53

57 44 47 43 p
75 50 54 56 p

Waterways traffic......................................... 48 37 41 42
Wholesale trade............................................ 84 86 76 75

Distribution to Consumer
Department store sales, 2nd Dist............. 89 75 76 72
Chain grocery sales...................................... 80 70 68 64
Other chain store sales................................ 82 76 76 70
Mail order house sales................................. 69 69 67 62

70 57 55 54
Gasoline consumption.................................. 79 69 67
Passenger automobile registrations.......... 41 29 p 23p

General Business Activity
Bank debits, outside of New York City.. 70 60 57 54
Bank debits, New York C ity..................... 56 62 53 42
Velocity of bank deposits, outside of

New York C ity ......................................... 81 76 74 67
Velocity of bank deposits, New York City 62 65 54 39
Shares sold on N. Y . Stock Exchange. . . 94 179 71 53
Life insurance paid fo r ................................ 100 82 80 82
Electric power............................................... 79 68 67 p 67 p
Employment in the United States........... 71 62 62 63
Business failures........................................... 107 119 110 95
Building contracts........................................ 41 28 25 30
New corporations formed in N. Y . State. 85 94 78 79
Real estate transfers.................................... 51 44 49 40

General price level*...................................... 144 132 131 130
Composite index of wages*........................ 199 179 178p 177p
Cost of living*............................................... 144 130 129 127

p Preliminary * 1913 average=100

B u ild in g
Somewhat less than the usual seasonal reduction oc

curred in awards of building and engineering contracts 
during the month of November, and the total contract 
value reported for 37 States by the F. W . Dodge Corpo
ration was only 2  per cent below the October figure. The 
slight improvement in construction volume was due en-
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tirely to an increase in contracts for public buildings and 
the continuance of a comparatively large volume of pub
lic works. Contracts for public works were 26 per cent 
larger than in November 1931, the only major building 
category to show larger volume than a year ago.

The total value of building and engineering contracts 
awarded in the first eleven months of 1932 was 57 per 
cent less than the figure for the corresponding period of 
1931. Residential contracts showed the largest decline 
for the period— 66 per cent— but the other major classes 
of construction were also reduced by more than one-half.

During the first three weeks of December, the value of 
contracts awarded declined substantially more than sea
sonally. A ll of the major construction groups dropped 
by more than the usual seasonal proportions, but the 
principal falling off was in contracts for public works 
and utilities.

In the Metropolitan area of New York and vicinity 
contracts were slightly smaller in November than in 
October, and continued to be considerably below a year 
ago. In the 11 month period of 1932 for which figures 
are available the total volume of building and engineer
ing awards was only one-fourth as large as the total for 
the corresponding period of 1931.

D e p a r tm e n t  S tore  T r a d e

Reports from the leading department stores in New 
York City and vicinity on the holiday trade during the 
first 24 days in December showed a decline of 22 per cent 
in comparison with the same period in 1931, a slightly 
smaller decline than was indicated by sales during the 
first half of the month. Assuming that this decrease will 
prevail for the entire month of December, the total dollar 
sales of the reporting stores in this district for the year
1932 will be about 21 per cent below the level of 1931.

The total dollar value of sales of the reporting depart
ment stores in this district in November was 19 per cent 
below a year ago, a slightly smaller decline than in 
October, but after making allowance for one more shop
ping day this year than in 1931, average daily sales 
showed a somewhat larger decline than in the two pre
ceding months. On an average daily basis, department 
store business in New York City, Buffalo, Syracuse. 
Bridgeport, Newark, Hudson River Valley District, and 
Westchester District compared less favorably with a year 
ago than in October. On the other hand, average daily 
sales of stores in Northern New York State, Southern 
New York State, and the Capital District showed smaller 
declines than in a number of months. November sales of 
the reporting apparel stores decreased by about the same^ 
amount compared with a year ago as department .sto i^  
sales, and the decline in average daily sales^was Some
what larger for the apparel stores also tbjan m  the past 
two months. jO  ^

Department store stocks of merchandise on h|pcB.u 
November 30, at retail valuation, continued tp 
substantial decrease from a year ago. Collectio^Hil ac
counts outstanding at the end of the p i l o u s  month 
were about the same in November 1932 as in 1931 in 
most localities.

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding

Locality
Net sales

Stock

October 31 
collected in 
November

on hand

Nov.
Jan. 

to Nov.
end of 
month 1931 1932

— 18.9 — 2 0 . 8 — 26.8 47.1 47.2
— 17.7 — 2 2 . 6 — 29.8 42.2 41.2
— 16.5 — 23.3 — 24.9 44.1 42.9
— 23.5 — 28.0 — 25.2 27.4 25.4

Newark.............................................. — 17.8 — 19.1 — 23.1 40.5 40.3
— 23.1 — 24.6 — 13.3 36.5 34.3

Elsewhere.......................................... — 15.3 — 21.9 — 17.2 31.6 32.2
Northern New York State . . . . — 16.4
Southern New York State........ — 12.4
Hudson River Valley D istrict.. 
Capital District...........................

— 14.5 
— 15.4

Westchester D istrict.................. — 19.8

All department stores............ — 18.6 — 2 1 . 0 — 25.7 42.8 42.5

Apparel stores......................... — 18.1 — 22.9 — 29.4 44.1 44.6

W h o le sa le  T r a d e
November sales of the reporting wholesale firms aver

aged 16 per cent below a year previous, the smallest 
reduction to be reported in 1932. Sales of silk goods, 
reported on a yardage basis by the Silk Association of 
America, increased over the previous year for the fourth 
consecutive month, and sales of stationery, m en’s cloth
ing, jewelry, and diamonds were reduced less than in any 
other month for more than a year. Moreover, machine 
tool orders, reported by the National Machine Tool 
Builders Association, and grocery and shoe sales showed 
the smallest declines in a number of months. In addi
tion, hardware, paper, and cotton goods firms reported 
somewhat smaller decreases in sales than in October. 
Drug concerns, on the other hand, showed a large year to 
year decline, compared with only small decreases in the 
two previous months.

Stocks of merchandise on hand at the end of November 
continued to be considerably below a year previous in 
all reporting lines except groceries, which for the second 
consecutive month showed only a small reduction from 
a year previous.

The November ratio of collections to accounts out
standing averaged slightly higher than in 1931, as there 
were more lines reporting increases than there were re
porting decreases from a year ago.

Commodity

Percentage 
change 

November 1932 
compared with 
October 1932

Percentage 
change 

November 1932 
compared with 
November 1931

Per cent of 
accounts 

outstanding 
October 31 
collected in 
November

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1931 1932

Groceries.........................
Men’s clothing...............

—  4 .0  
—48.9
—  6.5
—  0.4*
—  9 .3  
—49.3 
— 13.4 
+ 16 .8  
+  10.9
—  8 . 8  
— 33.5 
—  8 . 2

+  2 . 1 — 10.9
— 11.7
— 27.5
+ 12 .5*
— 19.5
— 36.9
— 26.5
— 37.0
— 11.9
— 25.9
— 27.4
— 16.6

—  3.9 70.8
27.2
28.7
61.3 
37.2
42.6
41.6

63.8 
47.5

} 13.8

76.3
32.8 
29.5
60.8
42.9
20.9
44.4

53’.4 
41.3

} 15.7

Cotton goods.................
Silk goods.......................
Shoes................................

+  4.7* 
— 14.1
—  3.5
—  2 . 8

— 20.3*
— 35.2
— 21.7
— 16.4

PriigH. \ ..........................
If^M w are........................

| Machine tools**............
Stationery.......................
Paper...............................
Diamonds....................... +  5 .6 

—  3 .0
— 2 2 . 2
— 23.5Jewelry............................

Weighted average . . . — 16.4 — 15.9 46.8 48.4
* Quantity not value. Reported by 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 activity declined in November by somewhat more than the 
usual seasonal amount. Changes in factory employment and payrolls, re

ported for the middle of the month, were largely seasonal in character. Prices 
in wholesale commodity markets were somewhat lower, on the average, in 
November than in October, and declined further during the first three weeks 
of December.

P r o d u c t io n  a n d  E m p l o y m e n t

Volume of industrial production, as measured by the Board’s seasonally 
adjusted index, declined from 66 per cent of the 1923-1925 average in October 
to 65 per cent in November, compared with a low level of 58 per cent in July. 
Output at woolen mills, silk mills, and shoe factories declined in November 
from the relatively high levels of the autumn, while cotton mills continued 
active. Lumber production declined by considerably more than the usual 
seasonal amount. Steel production decreased during November and the first 
three weeks of December, while automobile output increased considerably in 
connection with the introduction o f new models.

The number employed at factories declined somewhat from October to 
November, reflecting in large part developments of a seasonal character. 
Working forces in the woolen, silk, shoe, and canning industries were reduced, 
while at car-building shops and at factories producing automobiles and agri
cultural implements there were increases in employment.

Construction contracts awarded up to December 15, as reported by the 
F. W. Dodge Corporation, indicate for the last three months of the year a 
decline from the third quarter of somewhat more than the usual seasonal 
amount, following a non-seasonal increase from the second to the third quarter.

Estimates of the Department o f Agriculture, based on December 1 reports, 
indicate a cotton crop of 12,727,000 bales, about 800,000 bales larger than 
the estimate a month earlier, but 4,400,000 bales smaller than last year’s 
unusually large crop. Wheat, tobacco, flaxseed, and other leading cash crops 
are also considerably smaller than a year ago, while feed crops are sub
stantially larger. Acreage of winter wheat planted this fall was slightly 
smaller than a year ago, and condition of the crop on December 1 was 
unusually poor, according to the Department of Agriculture.

D is t r ib u t io n

Distribution of commodities by rail decreased seasonally from October 
to November, while the dollar volume of department store sales, which ordi
narily expands at this season, showed a decline.

W h o l e s a l e  P r ic e s

During early November the general level o f wholesale commodity prices 
advanced somewhat, reflecting chiefly increases in prices of domestic agri
cultural products; in the latter part of the month, however, prices of live
stock, cotton, and grains declined considerably; and, during the first three 
weeks of December, further declines in livestock prices were reported. By 
the third week of December prices of textiles, copper, and silver, as well as 
of livestock, were substantially lower than in the middle of November and 
the general average of wholesale prices was at a level slightly below that 
prevailing before the advance that occurred last summer.

B a n k  Cr e d it

During the four weeks ended December 14 there was an addition of 
$85,000,000 to the country’s stock of monetary gold. The funds derived from 
this source were utilized in meeting an increase in the demand for currency, 
which was smaller than usual at this season, in further reducing by $23,000,000 
the indebtedness of member banks to the Reserve Banks, and in increasing 
by $25,000,000 the volume of member bank reserve balances. On December 15 
there was a further increase of $95,550,000 in the stock of monetary gold 
in connection with the current payment by Great Britain on the war debt. 
This amount o f gold was earmarked in London for account o f the Federal 
Reserve Bank of New York, and an equivalent credit was given by that bank 
to the United States Treasury. This transaction together with other fiscal 
operations on December 15 resulted in a temporary addition of $100,000,000 
to the reserves of member banks, which were subsequently reduced by Christ
mas currency demands, and an increase! in Treasury deposits with the Reserve 
Banks.

Loans and investments of reporting member banks declined by more than 
$100,000,000 between November 16 and December 14, reflecting reductions 
in the banks’ holdings of United States Government securities, and in loans 
other than security loans. Loans on securities increased, both at New York 
City and at other reporting member banks.

Money rates in the open market declined further, rates on 90-day bankers 
acceptances declining from y2 o f 1 per cent to % of 1 per cent, and rates on 
prime commercial paper from a range of 1^ -1 %  per cent to a range of 
1 % -1 V2 per cent.
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Money Market in January
In the early part of January there was a renewed 

accumulation of reserves in member banks in excess 
of their present reserve requirements. The crest of the 
seasonal demand for funds incident to autumn and holi
day trade had passed and was followed by the usual 
return flow of currency to the banks, and in addition 
there was a substantial inflow of gold from foreign 
countries.

A  considerable part of the gold inflow resulted from 
continued weakness in the exchanges of some of the gold 
standard countries, but there were also shipments from 
other countries such as England, China, Japan, and India. 
Part of the shipments reflected the transfer to this 
country of gold earmarked for the Federal Reserve Bank 
of New York in London in connection with the December 
payment on Great Britain’s debt to the United States 
Government; these shipments increased the gold reserves 
of the Federal Reserve Banks, but did not affect the 
reserve position of member banks. In the latter part of 
the month, the gold inflow continued from a number of 
countries, but at a somewhat reduced rate, and was about 
offset by a moderate increase in the amount of gold ear
marked for foreign account in this country.

The return flow of currency between Christmas and 
the second week of January was about in keeping with 
the increase in currency circulation during the period 
of the holiday trade. Both the outflow before Christmas 
and the return flow were about half the volume in years 
of more active business. Nevertheless, the net return 
flow by the middle of January exceeded $100,000,000. 
Thereafter the seasonal return flow was offset by some 
additional currency demands in several sections of the 
country. As a result of the return flow of currency, 
together with the inflow of gold, excess reserves for all 
member banks rose well above $600,000,000. Most of the 
increase in excess reserves was soon concentrated in New 
York banks which already had a large amount of funds 
above their reserve requirements, due to the fact that 
surplus funds of banks in other parts of the country 
were deposited with their New York correspondents.

A  partial offset to this accumulation of funds in mem
ber banks occurred during the three weeks ended Janu
ary 25, through a reduction of $88,000,000 in the

Government security holdings of the Federal Reserve 
Banks. This reduction was effected by replacing only in 
part the maturing Treasury bills in Reserve Bank hold
ings. It followed a meeting of the Open Market Policy 
Conference of the Federal Reserve System held in Wash
ington on January 4 and 5, at the conclusion of which 
the following statement of policy was issued:

The Open Market Policy Conference of the Federal Eeserve 
System, with representatives from all of the 12 Federal reserve 
banks in attendance, concluded its meetings with the Federal 
Eeserve Board today. The sessions of the conference were 
devoted to a review of economic, business, financial, and bank
ing conditions in each of the 12 Federal reserve districts and 
to the economic and financial situation in the country as a 
whole. Particular reference was made in the discussions to the 
workings and effects of the open-market policy thus far pur
sued by the Federal reserve system during the course of the 
economic depression. Consideration was also given to the atti
tude of the system in adjusting its operations to conditions and 
needs as they may change and develop.

The first and immediate objective of the open-market policy 
was to contribute factors of safety and stability in meeting the 
forces of deflation. The larger objectives of the system's open- 
market policy, to assist and accelerate the forces of economic 
recovery, are now assuming importance.

With this purpose in mind, the conference has decided that 
there should be no change in the system's policy intended to

MILLIONS 
OF DOLLARS

Estimated Amount of Reserves Held by All Member Banks in
Excess of Legal Reserve Requirements
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maintain a substantial amount of excess member bank reserves, 
the continuance of which is deemed desirable in present condi
tions. Adjustments in the system’s holdings in the open-market 
account will be in accordance with this policy.

The reduction in the System’s holdings of Government 
securities was less than the return flow of currency to 
the banks since Christmas, and proceeded more slowly 
after the flow of funds into the banks diminished. The 
reductions by weeks amounted to $39,000,000 in the week 
ended January 11, $34,000,000 in the week ended Janu
ary 18, and $15,000,000 in the week ended January 25. 
After these operations, member banks were still in pos
session of well over $500,000,000 of excess reserves, and 
continued to hold at least that amount at the close of 
the month.

M oney  R ates

With the New York banks continuously in possession 
of a large amount of surplus funds, money rates re
mained at very low levels. Effective January 25, the 
rate of interest paid by the New York Clearing House 
banks on demand deposits was reduced from y2 per cent 
to %  per cent, and rates paid on other deposits were also 
reduced. This reduction was followed by some with
drawals of funds by out-of-town banks, and a very active 
demand for high-grade short term investments devel
oped. Yields on short term Government securities, which 
had risen somewhat around the middle of the month, 
again declined to extremely low levels, and rates on 
bankers acceptances were reduced %  per cent further.

Money Rates at New York

Jan. 29, 1932 Dec. 30, 1932 Jan. 31, 1933

Stock Exchange call loans....................... 2  M 1 1
Stock Exchange 90 day loans................. * 3 ^ - 3 ^ *3̂ 2
Prime commercial paper.......................... 3 ^ -4 1 X - 1 X 1 K - 1 X
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans..

2 H % H
f 4 .44 t3.63 f 3 .38

Treasury securities
No yield No yieldMaturing March (yield )...................... 1.71

Maturing June (yield)......................... 2.65 No yield No yield
Maturing September (yield)............... 3.14 0.08 0.13

Federal Reserve Bank of New York re
2 H 2 ^discount rate........................................... Z'A

Federal Reserve Bank of New York
buying rate for 90 day indorsed bills. J3 1 1

* Nominal + Average rate of leading banks at middle of month 
% 1-45 days 2 %  per cent

M ember B a n k  Credit

The total loans and investments of reporting New 
York City member banks showed a renewed increase 
during January, which in the four weeks ended January
25 amounted to $112,000,000. This increase was due to 
a further increase of $150,000,000 in the Government 
security holdings of these banks during the four weeks. 
There was also a small increase in holdings of other 
securities. The security loans of these banks showed a 
net reduction of $50,000,000 during this period, but 
other loans were practically unchanged. Net demand 
and time deposits showed an accompanying increase of 
$131,000,000, which brought the total of such deposits to 
a level approximately $1,300,000,000 above the low point 
of last March.

T h e  t o t a l  lo a n s  a n d  in v e s t m e n t s  o f  r e p o r t i n g  m e m b e r

banks in principal cities elsewhere throughout the coun
try showed a further reduction of nearly $300,000,000 
during the four week period. Most of this reduction was 
in loans, although the investments of these banks also 
showed some decline. Net demand and time deposits of 
these banks remained practically unchanged.

B ill M arket

In the last few days of December there was a moderate 
increase in dealers’ portfolios of bills, due to year-end 
selling of bills by a few banks, but these were quickly 
drawn down by the investment demand for prime bills 
that developed after the turn of the year. Consequently 
dealers soon were again in the position of having prac
tically no prime bills to offer, other than the small 
amounts that could be acquired from day to day.

On January 23 a general reduction of %  per cent be
came effective in dealers’ rates, following the announce
ment of a reduction of interest rates to be paid on 
deposits in the banks belonging to the New York Clear
ing House. These rates for bankers bills, which are the 
lowest in the history of the American acceptance market, 
were not particularly attractive to the New York City 
banks, with the result that the supply of bills in the dis
count market increased slightly, though it still remained 
of very limited proportions.

Reflecting chiefly declines of about $5,000,000 each in 
bills arising from domestic warehouse credits and in bills 
based on goods stored in or shipped between foreign 
countries, the total volume of acceptances outstanding 
declined $10,000,000 during December to $710,000,000. 
The accepting banks and bankers held 84 per cent of the 
amount of bills then outstanding, a slightly smaller pro
portion than a month earlier, reflecting principally the 
temporary decreases in the portfolios of a few banks at 
the year-end.

Commercial P aper M arket

Investment demand for open market commercial paper 
increased after the turn of the year, and, as in previous 
months, continued to be in excess of the available supply 
of prime names. The highest grade paper sold on occa
sions during the first part of January as low as 1 and 
1 %  per cent, but for the usual grade of 4 to 6 month 
paper the prevailing rate remained at l ^ i - l 1/^ per cent. 
Later in the month few transactions were reported below 
the prevailing range because of the inability of the 
dealers to secure the kind of paper that would command 
an especially low rate.

Indicative of the exceedingly small supplies of paper 
available in the open market, the dealers reported to this 
bank that there was outstanding on December 31 a total 
of only $81,000,000 of commercial paper, an amount 26 
per cent below the November 30 outstandings and 32 per 
cent less than a year previous. December generally 
shows a substantial seasonal reduction in commercial 
paper outstanding, followed by a partial upturn in 
January.
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Following a rapid advance in the closing days of 
December, bond prices rose considerably further during 
the first ten days of January, and Stock Exchange trad
ing in bonds was the most active since last August. After 
a reaction around the middle of the month, the highest 
grade bonds resumed the advance and at the close of 
J anuary reached higher prices than were attained in the 
upswing during the early part of the month.

The accompanying diagram indicates the sustained 
strength during recent months in high grade bonds, as 
represented by the average prices of United States Gov
ernment bonds and, Moody’s index of Aaa domestic cor
poration bonds. In United States Government bonds, a 
further average rise of y2 point in the first part of 
January was followed by a reaction of about %  of a 
point around the middle of the month, but there was a 
renewed advance which averaged about %  of a point in 
the latter part of the month, so that prices at the close of 
January reached the highest levels since September 1931. 
Prices of the best grade domestic corporation bonds, like
wise, rose rather steadily to levels close to those which 
prevailed during the summer of 1931.

In the less high grade bonds, represented in the dia
gram by the third line which is based on the Standard 
Statistics Company daily index of 60 corporate bonds, 
there was also an advance during the last week in 
December and the first ten days of January that raised 
prices some 5 points on the average. This was followed 
by a decline of about l x/2 points, which was not fully 
regained before the end of the month. The rise in these 
bonds followed a generally downward movement between 
the middle of September and the latter part of December, 
and left prices somewhat below the levels of early Sep
tember. Foreign bonds also rose considerably during 
late December and the first part of January, but a mod
erate reaction occurred subsequently.
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Movements of stock prices during J anuary were again 
within the same narrow limits which have prevailed since 
October. Little definite trend was evident in the irregu
lar fluctuations of the month, but the general level of 
prices at the close of the month was slightly higher than 
at the end of December. Industrial and railroad stocks 
were up somewhat, while public utility shares were 
steady or down slightly. The turnover of stocks on the 
New York Stock Exchange continued at a daily average 
of about 1 million shares during the first half of the 
month, but subsequently was reduced to between
600,000 and 700,000 shares.

New Financing
During January, about $40,000,000 of public utility 

security issues were offered for subscription. The total 
was composed of seven issues, and while not large was 
considerably in excess of new flotations of this type 
during December. There were also some $30,000,000 of 
State and municipal issues and a $9,000,000 Federal 
Intermediate Credit Bank issue publicly offered during 
the month. In addition, the State of New York floated a 
$50,000,000 issue of 1 year 1 per cent notes, but these 
were allotted to a number of banking institutions and 
very little of this issue was subsequently reoffered for 
public subscription.

United States Government financing during January 
included three issues of 91 day Treasury bills, totaling 
$230,000,000, which were put out to replace correspond
ing maturities of Treasury bills. The average rate on 
these issues was from 0.18 to 0.24 of one per cent, a 
moderate rise from the low figure of 0.09 of one per cent 
at which the December 28 bill issue was sold. On Janu
ary 23, the Treasury also announced an issue of $250,- 
000,000 of 2 %  per cent 5 year1 notes dated February 1, 
partly to provide for maturities of $145,000,000 of 
Treasury certificates of indebtedness and $13,000,000 of 
interest payments on that date. Subscriptions in pay
ment of which the maturing certificates were tendered 
were given preferred allotment on the new issue up to a 
total of about $75,000,000.

Cash subscriptions to the new issue were many times 
larger than the amount offered, and, although the sub
sequent rise in market quotations indicated that some 
part of this represented a legitimate investment demand 
for the new issue, much of the large oversubscription 
represented padding of subscriptions. Accompanying 
the announcement of subscriptions to this issue, Secre
tary Ogden L. Mills made the following statement:

The large oversubscriptions for recent Treasury offerings 
should not be regarded as an indication that idle funds are 
available in an amount even remotely approaching the total 
subscribed for. This great volume of subscriptions is due in 
large measure to the fact that many subscribers are deliberately 
applying for amounts far in excess of their requirements, ex
pecting that under the Treasury's percentage allotment they 
will receive a reduced amount approximating their actual needs. 
This practice of padding has steadily increased until it has now 
reached such proportions that the department must consider 
measures to deal with it in the interest both of subscribers and 
of the Treasury.
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N e w  S e c u r i t y  O f f e r in g s  ( C o m m e r c ia l  a n d  F in a n c i a l  C h r o n ic le  f ig u r e s  
fo r  d o m e s t ic  i s s u 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  d a t a  

f o r  fo r e ig n  f lo t a t io n s ;  in  m il l io n s  o f  d o l la r s )

A compilation of new security offerings during the year 1932 places the total at $1,168,000,000, a drop of 63 per cent from 1931 and of 82 per cent from 1929. The accompanying diagram, which is based on data that exclude United States Government issues, investment trust financing, and all refunding issues, indicates the declines that have occurred in the principal classes of new capital issues during the last three years. Bond financing by States and municipalities which had been at a comparatively high figure during 1931 was reduced more than one-third in 1932, reflecting economy measures adopted in many localities. Domestic corporate security issues were only about one-fifth of the small 1931 volume, and were insignificant compared with the average for the four years prior to 1929. There was a virtual stoppage of foreign financing in this market.Coincident with the falling off in corporation and municipal security borrowings, the outstanding debt of the United States Government rose $2,900,000,000 further during the calendar year 1932, of which about $1,200,000,000 represented disbursements for account of the Reconstruction Finance Corporation. A substantial part of the Reconstruction Finance Corporation advances was for loans which in more normal circumstances would have been obtained directly by the borrowers through flotation of new securities, and would have been included in the figures for public security offerings. This is true especially of the loans to railroads and to State governments.
Foreign Exchange

Movements in the foreign exchange market were irregular during January; a few important currencies showed net advances against the dollar for the month, while others remained at comparatively low levels. Sterling continued its December advance, although at a slower rate, until the beginning' of the third week, when the quotation rose from $3.35% on January 21 to $3.39% on the 24th. Despite subsequent irregularity, the pound

was quoted toward the close of the month at $3.39%. Swiss francs and belgas also registered sizable advances, each currency making most of the gain recorded in the table during the latter part of January. French francs fluctuated considerably, but on the whole remained close to the gold import point, although no gold left France for the United States in the latter part of January. Reichsmarks were irregular, as were guilders, and neither currency showed any marked change for the month. The Scandinavians tended to follow sterling, except the Danish crown, which declined to $0.1562, a new low for a number of years.
In the Far Eastern list yen turned upward during the latter part of the month, and the silver currencies also advanced. South American exchanges continued to be quoted at fixed rates. The discount on the Canadian dollar widened substantially, the net decline for the month being about 3 cents.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Jan. 30, 1932 Dec. 31, 1932 Jan. 30, 1933

$ .1390 $ .1396 $  .1385 $ .1391
.2680 .1905 .1726 . 1562

4.8666 3.4525 3.3300 3.3950
.0392 .03937 .03903 .03904
.2382 .2369 .2381 .2376

Holland.............................. .4020 .4025 .4018 .4020
.0526 .0501 .0512 .0511
.2680 .1880 .1715 .1738
.1930 .0821 .0816 .0820
.2680 .1935 .1815 .1836
.1930 .1952 .1924 .1935

1.0000 .8638 .8838 .8531
.9648 .5865 .5865 .5865
.1196 .0625 .0763 .0763

1.0342 .4650 .4750 .4750

.4985 .3500 .2063 .2113

.3650 .2620 .2528 .2569
.3275 .2725 .2863

Gold Movement
The monetary gold stock of the United States continued to increase during January, a total of about $38,000,000 being added during the month, including a small amount of gold from domestic sources, as well as gold received from abroad.Imports at New York totaled $116,000,000, of which about $40,500,000 represented receipts of gold that was earmarked in London for the account of the Federal Reserve Bank of New York in December. The chief sources of the balance of the imports were as follows: $31,100,000 from France, $17,300,000 from Holland, $14,400,000 from India, $7,300,000 from England, and $5,000,000 from Canada. At San Francisco, approximately $5,600,000 was received from China, $3,700,000 from Japan, and $700,000 from Australia. Exports were negligible, but a net increase of $19,000,000 in the amount of gold held under earmark at this bank for foreign account, together with a decrease of $72,600,000 in gold held abroad for account of the New York Reserve Bank, reduced the net acquisition of gold from foreign transactions to approximately $34,000,000.
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Three European banks of issue reduced their official discount rates in January to unusually low levels. On the 9th, the rate of the Banca d’Italia was reduced from5 to 4 per cent, the lowest rate fixed by that bank since 1914. On the 25th, the National Bank of Czechoslovakia lowered its rate from 4% to 3% per cent, the lowest rate in that bank’s history. The Bank of Latvia in reducing its rate to other banks from 6 to 5 per cent on January 1, also established a record low. Its rate to the public was simultaneously reduced from 7 to6 per cent. On the 31st the Bank of Finland reduced its rate from 6% to 6 per cent, presumably effective February 1.
Foreign Trade

This country’s foreign merchandise trade declined slightly further between November and December. In the case of exports the contraction was somewhat less than the usual seasonal decline, while in the case of imports the decrease was contrary to the usual seasonal movement. Exports of $136,000,000 were 26 per cent less than a year previous and imports valued at $97,000,000 were 37 per cent less.For the calendar year 1932, exports amounted to $1,618,000,000 and imports to $1,323,000,000, the smallest annual totals since 1904 and 1908, respectively. Exports were one-third less than in 1931, a somewhat smaller drop than in the previous year, but imports showed a reduction of 37 per cent, or more than the preceding year’s decline.The value of exports of crude materials in 1932 was only 9 per cent smaller than in 1931, reflecting the influence of cotton, exports which were 30 per cent larger in quantity and 6 per cent larger in value than in 1931. On the other hand, exports of finished manufactures were 44 per cent below' the level of 1931. The accompanying diagram indicates the declines that have occurred during the past three years in the component groups of this country’s export trade. Exports of finished manufactures, with a drop of 75 per cent from 1929,
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Component Groups of the Export Trade of the United States

have shown the largest decline both proportionately and from the viewpoint of actual value, following a large expansion in the previous seven years. The next largest percentage declines have been 73t per cent in semi- manufactures and 68 per cent in foodstuffs. The smallest decrease has been in crude materials, for which the decline has been 55 per cent. Lower prices have been an important factor in these declines, especially in the case of basic commodities. As a result of these changes exports of finished manufactures in 1932 were reduced to $625,- 000,000, or only $110,000,000 more than crude material exports, whereas in 1929 finished manufactures exceeded crude materials by $1,400,000,000.
Employment and Payrolls

Factory employment in the United States, which during November had shown only about the average seasonal decline, was reduced 2 per cent in December, or slightly more than is usual at that time of the year. The seasonally adjusted index of the Federal Reserve Board remained 4 per cent above the low point of last July, however. Declines in the seasonally adjusted figures for various industries were rather general in December, appearing in all of the major industrial groups with the exception of automobiles and petroleum refining. Factory payrolls showed a decrease of about 2 per cent between the middle of November and the middle of December.Among the non-manufacturing data tabulated by the Bureau of Labor Statistics, a seasonal gain of 17 per cent occurred during December in employment in the retail trade group, and smaller increases were reported in metalliferous mining, crude petroleum, and bituminous coal mining. On the other hand, there were declines in employment in all other non-manufacturing lines. Payrolls were lower than in November in all reported lines except retail trade, electric railroad operation, and anthracite mining.In New York State also, factory employment and payrolls registered declines both before and after seasonal adjustment; the actual reduction in working forces amounted to 3 per cent and in wage payments to 4 per cent. Although this is the second successive month of decline, the number of workers employed remained 8 per cent above the low point reached in July, even after seasonal adjustment.
Production

No general change in productive activity during January was indicated by the currently available weekly data, but in the aggregate there appears to have been a slight decline after allowance for the usual seasonal changes. Activity in the steel industry increased gradually each week during the month, reaching 17 per cent of capacity toward the end of January as compared with 13 per cent a month previous, according to the Iron Age estimate, and production of automobiles was larger in January than in December. On the other hand, output of bituminous coal was reduced and production of cotton goods failed to show the customary expansion.In December, diverse changes were shown in this
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bank’s indexes of industrial production. The most pronounced movement was a sharp rise in the output of automobiles in connection with the production of new models. Moderate increases were reported also in the production of anthracite coal and zinc, and declines of less than seasonal proportions were shown by the wheat flour, silk, and tobacco products industries. In contrast to these favorable movements, larger than seasonal reductions occurred in the output of pig iron, lead, crude petroleum, bituminous coal, and cement, and in slaughterings of livestock and the activity of wool mills. Moreover, production of steel ingots and coke showed unseasonal declines. The Federal Eeserve Board’s seasonally adjusted index of industrial production rose one point from November to December, chiefly as a result of the increase in activity of the automobile industry. This index showed only minor fluctuations during the final quarter of 1932, following a sizable advance during the previous three months.
(Adjusted for seasonal variations and usual year to year growth)

PER CENT

Metals
Pig iron ..................................
Steel ingots............................
Lead........................................
Zinc.........................................
Tin deliveries.......................

Automobiles
Passenger cars......................
Motor trucks........................

Fuels
Bituminous coal...................
Anthracite coal.....................
Coke........................................
Petroleum, crude.................
Petroleum products.............

Textiles and Leather Products
Cotton consumption...........
Wool mill activ ity...............
Silk consumption.................
Shoes......................................

Foods and Tobacco Products
Livestock slaughtered........
Wheat flour...........................
Sugar meltings, U. S. ports 
Tobacco products................

Miscellaneous
Cement..................................
Tires........................................
Lumber..................................
Printing activ ity..................
Newsprint paper..................

1931

Dec.

34
36
56
41
51

36
56

65
75
50
82
71

70
55
87
87

87
97
80

55
45
29
75
84

1932

Oct.

21
27
33
29
44

9
23

68
80
40
66
61

83
83
93
96

96

65
74

48
41
29
59
70

Nov.

22 r 
29 
39 
32 
44

14
26

68
70
42
66
61

79
72
72
9 4 p

84
90

73

45
39
25
60
74

Dec.

19
23
35
34

31
49

67p
83p
40
64p

74
68p
75 
9 3 p

82
94

76

25

74

9 0

8 0

7 0

6 0

5 0

4 0

3 0

a / \ 1926 AVERAGE *100 PER CENT%\
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Commodity Prices
The general level of commodity prices, as measured by the weekly wholesale price index of the Bureau of Labor Statistics, showed a small net decline during January, and among the important commodities, advances were somewhat less numerous than declines. For the month an average of crude petroleum prices was reduced further to 66 cents a barrel, raw silk declined 32 cents to $1.18 a pound, and some recession was shown also in the quotations for sugar, steers, and rubber. Number 1 Northern wheat at Minneapolis, however, showed a net gain of 3% cents to 47̂  cents a bushel, a composite of

D e p a r t m e n t  o f  A g r ic u l t u r e  In d e x  o f  F a r m  P r i c e s  a t  t h e  F a r m  a n d  
B u r e a u  o f L a b o r  S t a t i s t i c s  In d e x  o f  P r i c e s  o f  A l l  C o m m o d it ie s  

E x c e p t  F a r m  P r o d u c t s  a n d  F o o d s

hog prices rose 37 cents to $3.25 a hundredweight, and the price of silver advanced 1% cents to 26 cents an ounce.During 1932, and particularly in the second half of the year, the level of commodity prices showed a much greater degree of stability than in either of the two preceding years, as is indicated in the accompanying diagram. Although stability was most clearly apparent in the prices of non-agricultural commodities, prices received by farmers for their products showed practically no net change during the last six months of the year, and for the year 1932 as a whole fell less sharply than in either of the two previous years.
Indexes of Business Activity

Little change in general business activity and the distribution of goods occurred during the first half of January, as compared with the December level. Car loadings of merchandise and miscellaneous freight increased slightly even after seasonal adjustment, while the movement of bulk freight declined, reflecting chiefly reduced coal shipments. Department store sales in the Metropolitan area of New York during the first half of January showed approximately the same decline from a year previous as was reported in the two preceding months. Electric power production, however, was reduced somewhat from December to January although the average seasonal experience in recent years indicates no change between these two months.About an equal number of declines and advances from November to December occurred in this bank’s seasonally adjusted indexes of general business activity. The volume of check transactions showed more than the usual increase, car loadings of bulk freight advanced in contrast to the usual reduction, and the movement of merchandise and miscellaneous freight showed little change other than seasonal. On the other hand, sales of department stores and chain stores other than grocery chains failed to rise as much as usual from November to December, and the number of business failures increased
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somewhat more than is usual. Electric power produc
tion and sales of chain grocery stores showed little 
change other than seasonal.

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

6,628

1931 1932

Dec. Oct. Nov. Dec.

Primary Distribution
Car loadings, merchandise and misc........ 65 55 53 53
Car loadings, other....................................... 61 53 53 58

56 47 43 45p
Im ports........................................................... 76 54 58 54p
Waterways traffic......................................... 47 41 42 40
Wholesale trade............................................ 91 76 75 85

Distribution to Consumer
Department store sales, 2nd Dist............. 85 76 72 68
Chain grocery sales...................................... 77 68 64 64
Other chain store sales................................ 80 76 70 67
Mail order house sales................................. 68 67 62
Advertising..................................................... 67 55 54 52
Gasoline consumption.................................. 80 67 70
Passenger automobile registrations.......... 52 23 p 23p 29p

General Business Activity
Bank debits, outside of New York City.. 73 57 54 58
Bank debits, New York C ity..................... 68 53 42 53
Velocity of bank deposits, outside of New

York C ity .............................................. 83 74 67 70
Velocity of bank deposits, New York City 71 54 39 48
Shares sold on N. Y . Stock Exchange. . . 126 71 53 57
Life insurance paid fo r ................................ 103 80 82 77
Electric power............................................... 78 67 68p 68p
Employment in the United States........... 71 62 63 62
Business failures............................................ 114 110 95 99
Building contracts........................................ 36 25 30 23
New corporations formed in N. Y . State. 80 78 79
Real estate transfers.................................... 54 49 40

General price level*...................................... 140 131 130 128
Composite index of wages*........................ 196 178 177 p 175p
Cost of living*r............................................. 146r 134r 132r 132r

5,751

RESIDENTIAL £2,788);

H8
OTHER NON
RESIDENTIAL 2,376 2,376

4,523

1,7 71

3,093

1,110

PUBLIC WORKS 
FUTILITIES |!£££

1 9 2 8 1 9 2 9 1 9 3 0 1931 1 9 3 2

p Preliminary r Revised 1913 average=100

Building Contracts Awarded in 37 States (F. W . Dodge Corporation 
figures in millions of dollars)

December level, in contrast to a usual seasonal reduction 
between these two months. The moderate rise in the 
total reflected largely an increase in public works and 
utilities contracts, which resulted chiefly from contracts 
for a New Orleans bridge project, but contracts for resi
dential and other non-residential contracts also showed 
some increase after seasonal allowance.

In Metropolitan New York and vicinity, 1932 con
tracts were only one-fourth of the 1931 total. Residen
tial contracts showed a reduction of 79 per cent, public 
works and utilities 65 per cent, and other non-residential 
building 73 per cent.

Building
Total awards of building and engineering contracts 

in 37 States during December were 23 per cent smaller 
than in November, according to the P. W . Dodge Corpo
ration report. This decline was somewhat in excess of 
the usual seasonal reduction; in fact, all of the major 
categories of building contracts underwent greater than 
seasonal reductions in December. The contract total for 
the last quarter of the year also showed a more than 
seasonal decline, following a slight unseasonal increase 
in the preceding three month period.

For the entire year 1932 the total value of building 
contracts was less than half as large as in 1931 and was 
only 20 per cent of the 1928 total, as the accompanying 
diagram indicates. Public works and utility projects 
during 1932 constituted 44 per cent of all contracts, and 
residential contracts 21 per cent, which represents a 
complete reversal of the relative importance of these 
groups since 1928 when residential building accounted 
for 42 per cent of the total and public works and utili
ties for only 22 per cent. Throughout the five year 
period contracts for other non-residential building in
cluding factories and commercial buildings constituted 
35 to 40 per cent of total contracts.

For the first three weeks of January the daily average 
value of contracts awarded was somewhat above the

Department Store Trade
Department stores in this district reported sales for 

December 23 per cent below the previous year, which 
represents about the same decline in average daily sales 
as in November. Total sales for the year 1932 were 21 
per cent less than in 1931, a part of this decrease reflect
ing lower prices. December sales of the leading apparel 
stores in this district were 24 per cent below a year 
previous, and their total sales for 1932 were 23 per cent 
less than in 1931.

The New York City, Syracuse, and Westchester de
partment stores reported about the same decline in 
average daily sales in December as in November, and in 
Bridgeport stores the December decrease was consider
ably smaller. In other localities the declines in average 
daily sales were larger than in November.

For the first half of January, sales of the reporting 
department stores in the Metropolitan area of New York 
continued to show a decline of about 23 per cent from 
the corresponding period a year previous.

Department store stocks of merchandise on hand De
cember 31, at retail valuation, continued about one- 
fourth less than in 1931. Collections of accounts out
standing at the end of November were slightly slower 
in December 1932 than in 1931 in almost all localities.
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L o c a li ty

N e w  Y o r k ................................................
B u f fa lo .......................................................
R o c h e s te r .................................................
S y ra cu se ....................................................
N e w a rk ......................................................
B r id g e p o r t ...............................................
E lse w h e re .................................................

N o r th e rn  N e w  Y o r k  S t a te .  . . 
S o u th e rn  N e w  Y o r k  S t a t e . . .  . 
H u d so n  R iv e r  V a lle y  D is tr ic t ,
C a p ita l D is t r i c t . . . .......................
W e stch e ste r  D is t r i c t ...................

A ll d e p a r tm e n t s to r e s ............

A p p a re l s to r e s .............................

P e rce n ta g e  ch a n g e  fr o m  
a y e a r  a g o

N e t  sa les

D e c .

- 2 2 .4
- 2 3 .5
- 2 6 . 7
- 2 6 .5
- 2 4 .3
-20.6
- 2 2 .9
- 2 9 .2
-21.0
-22.0
- 2 4 .9
-22.1
- 2 2 .9

- 2 4 .3

Jan . 
t o  D e c .

—21.0
— 2 2 .7
— 2 3 .8
— 2 7 .8
— 1 9 .9
— 2 4 .1
—22.0
— 2 7 .5
—22.2
— 1 9 .8
— 2 3 .2
— 2 0 .3

-21.2
- 2 3 .0

S to ck  
o n  h a n d  
e n d  o f  
m o n th

— 2 7 .4
— 3 2 .0
— 3 1 .6
— 2 5 .8
— 2 5 .8
— 1 4 .1
— 1 7 .6

- 2 6 .8

- 3 0 .1

P e r  ce n t  o f  
a c co u n ts  

o u tsta n d in g  
N o v e m b e r  30 
co lle c te d  in  
D e ce m b e r

1931

4 7 .2
4 2 .4
3 9 .4
2 7 .7
3 3 .8
3 6 .4
3 6 .8

4 1 .4

4 3 .4

1932

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

3 9 .4

4 2 .2

S h o e s ......................................................................
T o ile t  a rt ic le s  a n d  d r u g s ............................
M e n ’ s fu rn is h in g s ...........................................
H o s ie r y ..................................................................
W o o le n  g o o d s ....................................................
M e n ’s a n d  B o y s ’ w e a r ...................... . . . .
W o m e n ’s re a d y -to -w e a r  a c ce s s o r ie s .. .
T o y s  a n d  sp o r t in g  g o o d s ............................
B o o k s  a n d  s t a t io n e r y ...................................
L in en s a n d  h a n d k e r ch ie fs ..........................
L u g g a g e  a n d  o th e r  le a th e r  g o o d s ..........
H o m e  fu rn is h in g s ............................................
C o t t o n  g o o d s ......................................................
W o m e n ’s a n d  M isse s ’ r e a d y -t o -w e a r . .
F u rn itu re ..............................................................
S ilv erw a re  a n d  j e w e l r y ...............................
S ilk s a n d  v e lv e t s ........................ . ..................
M u s ic a l in stru m e n ts  a n d  r a d i o .............
M is c e lla n e o u s ....................................................

N e t  sa les 
p e r ce n ta g e  ch a n g e  

D e ce m b e r  1932 
co m p a r e d  w ith  
D e ce m b e r  1931

— 1 0 .4  
— 1 3 .2  
— 1 5 .1  
— 1 7 .3  
— 1 8 .6  
— 1 9 .6  
— 1 9 .8  
—20.6 
— 2 2 .5  
— 2 4 .2  
— 2 4 .3  
— 2 6 .9  
— 2 7 .0  
— 2 9 .2  
— 3 0 .6  
— 3 0 .8  
— 3 1 .0  
— 48.7 
— 2 2 .7

S to ck  o n  h a n d  
p e r ce n ta g e  ch a n g e  
D e ce m b e r  31, 1932 

co m p a r e d  w ith  
D e ce m b e r  31, 1931

— 1 8 .2  
—10.8 
— 1 8 .8  
— 3 0 .2  
— 3 1 .1  
— 3 0 .6  
— 3 1 .9  
— 1 6 .8  
— 1 8 .9  
—21.2 
— 3 0 .3  
— 2 3 .7  —22.1 
— 3 2 .4  
— 3 0 .6  
— 3 0 .2  
—25.6 
— 4 0 .4  
— 2 5 .4

Wholesale Trade
December sales of the reporting wholesale firms in this 

district averaged 23%  per cent below a year previous, a 
decline somewhat larger than was shown in the three 
preceding months but not as large as declines that 
occurred in the spring and summer of 1932. Sales of 
hardware during December showed the smallest decline 
since February 1932, and the reductions in sales of 
drugs and groceries were the same as in November. The 
volume of silk goods sales, reported by the Silk Associa
tion of America, was slightly smaller than a year ago, 
following increases in the previous four months. All 
other lines of wholesale trade reported larger declines 
than in November. For the year 1932, the total dollar 
value of sales of the reporting wholesale firms was 25 
per cent lower than in 1931, owing in part to lower 
prices.

Stocks of merchandise on hand at the end of December; 
continued to be substantially below a year previous in 
all reporting lines except groceries, which for the third 
consecutive month showed only a small decrease. With

respect to collections, the number of wholesale* lines was 
about equally divided between increases and decreases 
as compared with a year previous.

C o m m o d ity

G ro c e r ie s ...............................
M e n ’s c l o t h in g ..................
C o t t o n  g o o d s .....................
S ilk  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 ch in e  t o o ls * * ...............
S ta tio n e ry .............................
P a p e r .......................................
D ia m o n d s ............................
J e w e lr y ..................................

W e ig h te d  a v e r a g e . . .

P e rce n ta g e  
ch a n g e  

D e ce m b e r  1932  
co m p a r e d  w ith  
D e ce m b e r  1931

N e t
sa les

—11.8 
— 2 4 .6  
— 3 0 .5  
—  0 .7 *  
— 4 0 .0  
— 3 6 .9  
—22.2 
— 4 7 .0  
—21.0 
— 3 2 .1  
— 3 9 .7  
— 4 1 .4

- 2 3 .5

S to ck  
e n d  o f  
m o n th

—  3 .8

- 1 6 .6 *
- 2 2 .3
- 1 7 .5
- 3 1 .8

-22.1
- 1 6 .4

P e r  ce n t  o f  
a cco u n ts  

o u ts ta n d in g  
N o v e m b e r  30  

co lle c te d  
in  D e c e m b e r

1931

7 7 .6  
3 7 .4  
3 5 .9
6 1 .6
3 9 .2
2 7 .8
4 3 .3

7 1 ’.8
4 6 .8
1 7 .2

5 0 .9

1932

7 9 .4
3 7 .3
3 5 .4  
6 6 .9
3 8 .5
2 2 .7
4 4 .7

5 6 .0
4 5 .3
22.2

5 1 .5

P e rce n ta g e  
ch a n g e  

n e t  g

D e c .
1932
co m 

p a re d
w ith
N o v .
1932

+ 2.0 
— 1 9 .7  
+  1 .9  
+ 1 0 . 4 *  
—12.0 
— 1 2 .9  
+ 1 7 . 9  
+ 1 1 . 9  
+  3 .5
—  8 .4
—  1 .3  
—22.8

3 .0

Y e a r
1932
co m -

w ith
y e a r
1931

— 1 3 .7  
— 3 6 .1  
— 2 8 .2  
—  7 .3 *  
— 2 9 .0  
—11.0 
— 2 6 .6  
— 5 2 .1  
— 2 2 .7  
— 3 0 .4  
— 4 9 .3  
— 3 7 .4

— 2 4 .8

*  Q u a n tity  n o t  v a lu e . R e p o r te d  b y  S ilk  A s s o c ia t io n  o f  A m e r ica  
* *  R e p o r te d  b y  th e  N a t io n a l M a ch in e  T o o l  B u ild e rs  A s so c ia t io n

Chain Store Trade
In December, total sales of the reporting chain store 

systems were 13 per cent below a year previous, which 
is about the same decline in average daily sales as 
occurred in November. Chain grocery sales showed the 
smallest decrease in more than a year, and drug and 
shoe chains reported somewhat smaller declines in sales 
than in the previous month. Total sales of variety, 
candy, and ten cent chains, however, compared less fav
orably with a year previous than in November. For the 
year 1932, total sales of the reporting chain systems were 
11 per cent below the 1931 total.

The grocery, drug, and shoe concerns, which reduced 
the number of stores operated between December 1931 
and December 1932, showed smaller reductions in sales 
per store than in total sales, while the other types of 
chains, which increased the number of their units, re
ported larger declines in sales per store than in aggre
gate sales.

T y p e  o f  store

P e rce n ta g e  ch a n g e  D e ce m b e r  1932 
 ̂ co m p a r e d  w ith  D e ce m b e r  1931

P e rce n ta g e  ch a n g e  
y e a r  1 9 3 2 fro m y e a r  1931

N u m b e r
o f

stores
T o t a l
sa les

S a les
p e r

sto re
T o t a l
sa les

S a les
p e r

sto re
1

G ifc c e r y ..............................
'.;, +  < i.3  

v 0 .7  
—  7 .1  
+  3 .2  
+  2 .2

—  4 .9  
— 1 7 .2  
— 1 7 .2  
— 2 8 .6
—  9 .2  
— 1 1 .9

—  3 .3  
— 1 8 .3  
— 1 6 .6  
— 2 3 .2  
— 1 2 .0  
— 1 3 .8

—  8 .5  
— 1 3 .0  
— 1 4 .3  
— 2 7 .2
—  8 .3
—  1 .9

—  8 .4  
— 1 4 .3  
— 1 4 .7  
— 2 5 .4  
— 1 1 .3  
— 1 2 .8

D r u g ....................... v  - V
S h o e ...................... ♦
V a r ie ty . . . f> . .x \ X w. . 
C a n d y .......... £ v .................

—  0 .2 — 1 3 .4 — 1 3 .2 — 1 1 .0 — 1 2 .0.....................
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PER 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  C o m b in e d , A d ju s t e d  

fo r  S e a s o n a l  V a r ia t io n  (1 9 2 3 - 2 5  
a v e r a g e s  1 DO p e r  c e n t )

PER CENT

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 )

MILLIONS OF DOLLARS

F e d e r a l  R e s e r v e  C r e d i t  a n d  P r i n c i p a l  F a c t o r s  
in  C h a n g e s  ( 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 ;  la 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  1 9  d a y s  o f  J a n u a r y )

1 "1
Lall  other  loans  .

S'/

> Sv
/

,,-^.INV!:stm en t ; /

/  \

------ ^ 7
- /

LOANS O 
>ECURITIE

n\

:5

—

M o n t h ly  A v e r a g e s  o f  W e e k ly  F i g u r e s  fo r  
R e p o r t in g  M e m b e r  B a n k s  in  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  o f  f i r s t  tw o  
w e e k s  o f  J a n u a r y )

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

V OLUME of industrial production, declined in December by slightly less 
than the usual seasonal amount, while factory employment and payrolls 

showed a decrease somewhat larger than is usual at this season. The general 
level of wholesale commodity prices, after declining in December, showed 
relatively little change in the first half of January.

P r o d u c t io n  a n d  E m p l o y m e n t

In December the Board’s seasonally adjusted index of industrial output 
showed an increase from 65 per cent of the 1923-1925 average to 66 per cent, 
the level prevailing in September and October. There was a substantial increase 
in output of automobiles in connection with the introduction of new models, 
and lumber production showed a less than seasonal decline. In the textile 
industries there were decreases in output in accordance with the seasonal 
tendency. Activity at steel mills showed a substantial decline in December, 
followed by a seasonal increase in the first three weeks of January.

Volume of employment in manufacturing industries decreased from the 
middle of November to the middle of December by somewhat more than the 
usual seasonal amount. Working forces were reduced in the clothing, leather, 
and building material industries, while at automobile factories there was a 
substantial increase in employment.

Value of construction contracts awarded, as reported by the F. W. Dodge 
Corporation, declined by more than the usual seasonal amount in the fourth 
quarter, following a non-seasonal increase in the third quarter. Contracts 
awarded in the first half of January showed an increase, as measured by daily 
average figures, reflecting the award of large contracts in connection with 
construction of a bridge at New Orleans.

D is t r ib u t io n

Freight traffic decreased in December by an amount somewhat smaller 
than is usual at this season. Sales by department stores increased by somewhat 
less than the usual seasonal amount and were smaller than a year ago by 23 
per cent, reflecting in part a decline in prices.

F o r e ig n  T r a d e

Value of exports in December was smaller than in December 1931 by about 
one-fourth. For the year as a whole the decline was about one-third, reflecting 
decreases ranging, in the first eleven months, from 8 per cent for crude mate
rials to ,45 per cent for finished manufactures. Value of imports into this 
country during 1932 was smaller than in 1931 by 37 per cent.

W h o l e s a l e  P r ic e s

Wholesale prices of many leading commodities, including nonagricultural 
as well as agricultural products, declined from November to December, and the 
monthly index of the Bureau of Labor Statistics showed a decrease from 
63.9 per cent of the 1926 average to 62.6 per cent, as compared with 68.6 
per cent a year ago. In the first half of January, wheat prices advanced 
from the low levels reached at the end of December and cotton prices also 
increased somewhat, while prices of silk, rubber, and gasoline declined 
considerably.

B a n k  Cr e d it

In the four weeks from December 21 to January 18, the stock of monetary 
gold increased by $80,000,000 and there was a seasonal decline of $130,000,000 
in the volume of money in circulation—a considerably smaller decline than 
usual, reflecting a smaller than usual increase for the holiday trade in December 
and some withdrawal of funds accompanying bank suspensions in the middle 
of January. The reserve funds arising from these two sources were absorbed 
in part by a reduction of member bank borrowings at the Federal Reserve 
Banks and through a decline of $73,000,000 between January 4 and January 18 
in the Reserve Banks1 holdings of United States Government securities. 
Member bank reserve balances, however, increased further during the four 
week period by about $100,000,000, to a level $575,000,000 higher than a year 
ago. Excess reserves of member banks, which have been in substantial volume 
for several months, also increased during the period.

Volume of member bank credit continued to decline during December and 
the first part of January. From the middle of December to January 11, total 
loans and investments of reporting member banks in leading cities declined 
by $165,000,000, to a level about $350,000,000 above the low point of last 
summer. The decline was entirely in the banks’ loans, while investments 
showed relatively little change.

M oney rates in  the open m arket continued at low  levels.
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Money Market in February
The function of the New York money market as a 

reservoir of funds for use when unusual demands de
velop has again been demonstrated during the past 
month. A  huge volume of funds has been supplied by 
the principal New York banks to meet the needs of 
other sections of the country where limitations tempo
rarily were placed upon banking facilities. In the three 
weeks ended February 21 the balances held by New York 
banks for other banks throughout the country were re
duced by nearly $500,000,000— from $1,655,000,000 on 
February 1 to $1,176,000,000 on February 21. W ith
drawals of bank funds were offset in part by a substan
tial flow of commercial funds to New York; nevertheless 
there was a net outflow to other districts of more than 
$200,000,000 in this period, and further withdrawals 
occurred in the remaining days of the month.

The outflow of funds from New York started in the 
latter part of January, and in its early stages resulted 
chiefly from sales of securities in the New York market 
by holders in other districts. The balances of out of 
town banks during that period were not reduced, but 
in fact increased somewhat further, continuing the gen
eral movement of the past year. In February, however, 
heavy withdrawals of funds from New York were made 
by banks in other localities, largely as a result of the 
suspension of banking operations in the State of Michi
gan during the special banking holidays declared in that 
State from February 14 to February 21, inclusive. With  
banking operations generally suspended, business in the 
State necessarily was conducted very largely on a cash 
basis and a large additional amount of currency was 
required for payrolls and other purposes. A  considerable 
part of the funds was transferred from New York 
through the Federal Reserve wire transfer system, and 
the actual currency was supplied by the Detroit branch 
of the Federal Reserve Bank of Chicago, but in some 
cases currency was withdrawn from the New York Re
serve Bank and shipped direct to localities in Michigan. 
Banks in surrounding areas strengthened their cash hold
ings, and for this purpose they also withdrew funds 
from New York. In the latter part of the month, tem
porary limitations were placed on banking operations in 
other States, and caused additional demands on New 
York.

A  substantial loss of funds also was sustained by the 
New York money market through the conversion of dollar 
balances acquired by foreign central banks into gold

through earmarking operations at the Federal Reserve 
Bank of New York. The loss of gold through these opera
tions during the month of February exceeded 
000. Small exports of gold also occurred during the last 
week of the month, partly offsetting imports in the first 
three weeks.

With the aid of the Federal Reserve System, the heavy 
losses of funds caused by transfers to other districts and 
gold earmarkings for foreign account were sustained by 
New York banks without strain and with only a slight 
upward revision of rates in the New York money market. 
The substantial excess reserves which had accumulated in 
New York City banks during the past year, reaching a 
total of well over $300,000,000 in January, acted as a 
buffer and enabled the New York banks to meet a con
siderable part of the withdrawals of funds without the 
necessity of liquidating assets on a large scale, or bor
rowing heavily from the Reserve Bank. The events of 
the month demonstrated that although the excess reserves 
were largely concentrated in New York, the actual 
ownership of these funds had been widely distributed. 
The accumulation of balances held for banks in other 
localities had in fact considerably exceeded the growth 
in excess reserves in the New York banks.

By the middle of February the excess reserves of New 
York banks had been largely exhausted. During this 
period, the Federal Reserve Banks purchased $45,000,000
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of Government securities in the New York market. An  
additional purchase of $25,000,000 of Government secur
ities was made by the Reserve Banks after the 15th, and 
in order to assist its member banks in meeting the con
tinued outflow of funds, the Federal Reserve Bank of 
New York, with the participation of other Reserve Banks, 
acquired over $300,000,000 of bills from banks and 
dealers. In order to facilitate these bill purchases, the 
Federal Reserve Bank of New York, with the approval 
of the Federal Reserve Board, reduced its buying rate 
for indorsed bills from 1 per cent to per cent for a 
short time.

For a number of months there had been virtually no 
offerings of acceptances to the Reserve Banks, and the 
buying rate of the New York bank had not followed 
market rates, which were successively reduced until a 
rate of %  per cent for 90 day unindorsed bills was 
reached in January of this year. When the outflow of 
funds from New York gained substantial headway, the 
banks which had been holding in their own portfolios 
practically all of the bills that had been drawn in recent 
months began to sell part of their holdings to dealers, 
and as there were few buyers in the market, the dealers 
found it necessary to advance their rates moderately. 
The reduction in the buying rate of the Federal Reserve 
Bank of New York then made it possible for the dealers 
to sell to the Reserve Banks the bills they had acquired 
from commercial banks, and in addition, member banks 
sold a substantial volume of bills directly to the Reserve 
Banks. These sales of bills to the Reserve Banks enabled 
the principal New York banks for some time to main
tain their reserves somewhat above requirements without 
incurring indebtedness. Near the close of the month, 
market bill rates advanced further, and the Federal 
Reserve buying rate was established again at 1 per cent.

M oney Rates

Notwithstanding moderate advances in a few of the 
principal money rates during the month, the general 
level of rates at the end of February remained well below 
that prevailing a year ago, as the following table indi
cates. The principal advances in rates were a rise in 
the rate for 90 day unindorsed bills from %  per cent 
to 1 %  per cent, and a rise in nominal quotations for 
Stock Exchange time money from %  per cent at the 
end of January to as high as 2 %  per cent at the end of 
February. Stock Exchange call money remained un
changed at 1 per cent, and commercial paper rates also

Money Rates at New York

Feb. 29, 1932 Jan. 31, 1933 Feb. 28, 1933

Stock Exchange call loans....................... 2 X 1 1
Stock Exchange 90 day loans................. *3H-3 y2 *x **2 y2
Prime commercial paper.......................... 3y2-3% 1 X - 1 X 1 X - I X
Bills— 90 day unindorsed........................ 2 H H I X
Customers’ rates on commercial loans.. f 4 .46 f 3 .38 t3 .50
Treasury securities

Maturing March (yield)...................... 1.17 No yield No yield
Maturing June (yield).......................... 1.97 No yield 0.10
Maturing September (yield)............... 2.91 0.13 0.49

Federal Reserve Bank of New York re
discount rate.......................................... 3 2H 2 XFederal Reserve Bank of New York
buying rate for 90 day indorsed bills. U K 1 1

* Nominal ** Bid f  Average rate of leading banks at middle of month 
t  1— 45 days 2 %  per cent

Member Bank  Credit

The losses of funds sustained by member banks during 
the past month were reflected chiefly in the reports of 
New York City institutions. Due partly to large trans
actions in “ Federal funds’ ’ (day to day loans of reserves 
between banks) the loans other than security loans of 
New York banks showed wide fluctuations during the 
month. This item was also reduced near the end of 
the month by the large sales of bankers acceptances to 
the Reserve Banks. Security loans also showed rather 
wide fluctuations, especially in the early part of the 
month, apparently reflecting chiefly changes in loans 
to dealers in Government securities around the time when 
a new issue of Government securities was sold. Govern
ment security holdings showed a reduction of about 
$180,000,000 during the four weeks ended February 21. 
Exclusive of the sales of acceptances and Government 
securities directly or indirectly to the Reserve Banks, 
the reduction in loans and investments of the principal 
New York banks during this period was about $110,000,- 
000. Weekly data for reporting banks in other principal 
cities throughout the country showed little change in 
loans and investments during February; in fact, the 
total for these banks showed greater stability than in 
any month since last October.

Deposits were reduced substantially in New York due 
largely to the withdrawal of the balances of out of town 
banks and of funds acquired by foreign central banks. 
In other localities there were moderate reductions in 
deposits, probably as the result of the withdrawals of 
currency needed in various localities. The total amount 
of currency outstanding increased approximately $340,- 
000,000 during the first three weeks of February, and 
there was a further large increase in the last week 
of the month. The largest increase was in the Chicago 
district, which includes the State of Michigan area, and 
there were fairly sizable currency withdrawals also in 
the New York district, part of which was probably for 
use in other localities.

B ill M arket

The bill market continued very quiet during the first 
ten days of February, as banks had ample funds and 
preferred to hold whatever new bills were created. The 
market became very active, however, after the Michigan 
banking holiday went into effect with its attendant drain 
on the excess reserves of the New York City banks. 
Shortly, some banks whose excess reserves had been 
depleted began to sell bills in the market, with the result 
that dealers’ portfolios mounted rather quickly. W ith  
little investment demand existing for bills, dealers raised 
their rates which in the case of the offering rate for 90 
day bills became %  of one per cent by February 20, as 
compared with the low of %  per cent established 
January 23.

Dealers’ portfolios of bills, however, soon declined 
again as the result of sales of bills to the Reserve Bank. 
In the period up to the February 21 reporting date, 
Federal Reserve holdings of acceptances rose approxi

w e r e  u n c h a n g e d .  Y i e l d s  o n  s h o r t  t e r m  G o v e r n m e n t
s e c u r i t ie s  r o s e  m o d e r a t e ly .
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B a n k e r s  A c c e p t a n c e s  H e ld  b y  F e d e r a l  R e s e r v e  B a n k s  f o r  O w n  A c c o u n t ,  
a n d  A m o u n t  H e ld  b y  A c c e p t in g  B a n k s  a n d  B a n k e r s  ( L a t e s t  

f ig u r e  f o r  F e d e r a l  R e s e r v e  h o ld in g s  F e b r u a r y  2 1 ;  a c c e p t 
in g  in s t i t u t io n s '  h o ld in g s  e s t im a t e d  fo r  s a m e  d a t e )

mately $143,000,000, including purchases from banks as 
well as from dealers. This change in Federal Reserve 
holdings is shown in the accompanying diagram, to
gether with an estimate of the concurrent decline that 
occurred in bill holdings of the accepting banks and 
bankers. A t the end of January, the holdings of these 
banks amounted to $626,000,000 or 89 per cent of the 
$707,000,000 of bills then outstanding. In the period 
between February 21 and the end of the month, further 
large amounts of bills were acquired by the Reserve 
Banks either directly from banks or through the dealers, 
so that the bill portfolio of the Reserve Banks rose con
siderably further and the holdings of the accepting insti
tutions declined correspondingly in continuation of the 
movement indicated in the diagram. The dealers, on 
February 27, advanced their rates %  of one per cent 
further to an offering level of 1 %  per cent for 90 day 
unindorsed bills, and the buying rate of the Reserve 
Bank for indorsed 90 day bills, which had been reduced 
to y2 of one per cent for a short time, reverted to the
1 per cent rate which had been in effect for most of the 
past year.

C o m m e r c ia l  P a p e r  M a r k e t  
During the first part of February, the bank investment 

demand for prime commercial paper continued rather 
active and was considerably in excess of the volume of 
new drawings that came into the market. Later in the 
month, however, dealers reported a somewhat less pro
nounced demand for paper, accompanying the banking 
disturbances of the period, and during the closing week 
of the month the market was reported to be exceedingly 
quiet, both with respect to the demand for paper and 
the supply. Dealers made no change in their previously 
current rates of l ^ - l ^  per cent for prime names, 
despite the falling off in investment demand, as little 
new paper was being received by them for resale.

Open market commercial paper outstanding through 
dealers reporting to this bank amounted to $84,600,000 
on January 31, an increase of 4 per cent over December 
31, but a decrease of 23 per cent from January 1932.

Realty Stabilization Corporation
A  plan for strengthening the real estate mortgage 

situation in New York City, including the refinancing 
of maturing mortgages and the reduction of mortgage 
interest charges, was announced on February 10 by 
Mr. Owen D. Young, Chairman of the Banking and 
Industrial Committee of the New York Federal Reserve 
District. The following quotations from the announce
ment made public at that time give the salient features 
of the plan which centers around the establishment 
of the Realty Stabilization Corporation:

For some time past the major real estate interests of the 
Metropolitan Area have been engaged in devising measures 
designed at once to strengthen and at the same time to 
readjust the real estate situation in the City in the light of 
the changed economic conditions. The various steps that have 
already been taken are now to be followed by the creation 
of a comprehensive plan through which, it is believed, a 
general readjustment can be effected in the interests of both 
real estate owners and investors in mortgages.

The latest step to be taken, details of which will be given 
below, involves cooperation between the real estate interests, 
the banks, trust companies, and mortgage companies of New 
York, and the Reconstruction Finance Corporation.

The successive steps in the general plan of stabilization, 
some o f which have already been taken, are these:

(1) The concerted effort undertaken some time ago, but 
not hitherto announced, to revive the market for mortgage 
investments on New York property. In pursuance of this 
effort, a large sum was made available by various New York 
banks with which might be purchased mortgages on New York 
real estate based upon sound present-day appraised values.

(2) The initiation last summer, through the Citizens Bud
get Commission, o f an effective effort at cooperation with the 
City Government in measures to obtain a reduction in the 
Budget of New York City and thereby a reduction in the tax 
rate. The new Budget of $518,000,000, which has followed 
these efforts, represents a reduction of $112,000,000 from the 
tax levy budget of 1932. The Citizens Budget Commission 
estimates that under this Budget, after allowing for reduc
tions in City receipts under the General Fund, the total tax 
levy against real estate this year should be reduced by 
approximately $88,000,000.

(3) The third step has been the recent effort initiated by 
large insurance companies, savings banks and similar insti
tutions to bring about cooperation between owners of real 
estate and holders of mortgages to the end that interest on 
mortgages shall be adjusted to the productive power of the 
properties, and be promptly paid.

(4) The fourth step in this progression, now about to be 
taken, is to establish a large corporation with the approval 
of the Reconstruction Finance Corporation and with assurance 
of its active support, systematically to assist in the process 
of readjustment.

The Realty Stabilization Corporation will have initial 
authorized capital assets o f $10,000,000, which has been sub
scribed by banks, trust companies, mortgage companies, bank
ing houses and other real estate interests.

The plan under which the Realty Stabilization Corporation 
will function may be described as follows:

The facilities of the Realty Stabilization Corporation will 
be available only to those mortgage companies subscribing 
to its capital.

The mortgage companies desiring to borrow from the 
Realty Stabilization Corporation will file their applications 
with its Loan Committee, supported by a schedule describing 
the mortgage collateral to be tendered as security for such 
advances as are applied for. The applications must be sup
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ported further by appraisals on present values, made by the 
Appraisal Committee, as duly authorized.

Application will then be made by the Realty Stabilization 
Corporation to the Reconstruction Finance Corporation for 
funds with which to finance such advances. All loans thus 
made are to be secured by mortgages on real estate and 
interests therein having a present appraised value acceptable 
to the Reconstruction Finance Corporation and sufficient to 
afford more than full and adequate security.

Under the new plan it is contemplated that the Reconstruc
tion Finance Corporation may advance money on mortgage 
interest holdings where the property on which the lien exists 
has a present-day appraisal value o f at least 10 per cent in 
excess of the total mortgage interest on the property. The 
security to the Reconstruction Finance Corporation will be 
supplemented by the obligation o f the mortgage company 
borrowing the money plus that of the Realty Stabilization 
Corporation.

In general it will be the policy that the funds advanced by 
the Realty Stabilization Corporation or through it by the 
Reconstruction Finance Corporation are to be used only to 
assist in meeting maturing obligations.

Security Markets
The general course of security prices was downward 

during February, and at the close of the month prices 
of common stocks showed rather large declines. Bond 
prices also showed declines, which in certain classes were 
substantial. An increased volume of trading in stocks 
and bonds accompanied the decline in prices.

In the stock market, declines predominated during the 
first ten days of February, but it was not until the large 
demands for funds incident to the Michigan banking 
holidays arose that stock prices dropped out of the nar
row range that had prevailed from October through 
January. The succeeding decline in stocks was such that 
by the 27th of the month average prices of industrial, 
railroad, and public utility shares showed a reduction 
of about 20 per cent from the end of January levels 
and were the lowest since July of last year. Bank stock 
prices also registered a large decline for the month.

Domestic corporation bond prices, after showing a 
moderate downward tendency in the first ten days of 
February, declined rather sharply in the next two weeks, 
at the end of which time the various daily bond averages 
showed net declines for the month of about 6 to 8 per

A v e r a g e  P r i c e s  o f  V a r i o u s  G r a d e s  o f  D o m e s t ic  C o r p o r a t io n  B o n d s  
(M o o d y 's  I n v e s t o r s  S e r v i c e  d a t a )

cent. Even the highest grade issues had moderate 
declines, after rising early in the month to the highest 
prices in a number of months. As the accompanying 
diagram indicates, however, the February decline in 
corporation bonds was largest in the lower grade issues. 
Foreign bonds likewise were weak during much of Feb
ruary, and the Baker-Kellogg Company average of the 
prices of 40 representative issues dropped 6 per cent 
during the month.

United States Government bonds moved slightly lower 
during the first part of the month, and subsequently 
declined considerably until near the end of the month 
when a partial recovery occurred. Nevertheless, at the 
close of the month the average price of the eleven out
standing Treasury and Liberty bonds showed a decrease 
of about 3 per cent from the end of January.

New Financing
Public offerings of new securities were largely sus

pended in February and preliminary data indicate that 
the total for the month was less than half of the small 
January figure. A  considerable part of the February 
total was accounted for by issues of $35,000,000 of City 
of New York revenue bills, maturing in December 1933, 
which were offered in the market at prices to yield 4.25 
per cent, compared with 4.75 per cent on the last pre
vious short term offering. This decline in the interest 
rate reflects the improvement that has occurred in the 
City’s credit standing following the enactment of econ
omy and tax reduction measures.

Complete figures for January new financing placed the 
total of public issues at $109,000,000, exclusive of United 
States Government financing. New capital flotations 
amounted to $64,000,000, of which $42,000,000 were 
State, municipal, and farm loan issues and $22,000,000 
were domestic corporation issues. The latter category 
included a $12,000,000 long term bond issue of the Cin
cinnati Union Terminal Company, bearing a 5 per cent 
coupon and priced at par. This issue is of interest 
because the proceeds were used in part to repay indebt
edness to the Reconstruction Finance Corporation, and 
in part to provide for new construction.

Offerings of United States Government securities in 
February were limited to four issues of Treasury bills 
totaling $310,000,000, which replaced maturities of a 
corresponding amount of Treasury bills during the 
month. The first two of the issues were sold at average 
prices to yield 0.18 and 0.23 of one per cent, but the 
February 23 issue yielded 0.55 of one per cent and the 
March 1 issue 0.99 of one per cent, reflecting the rise in 
short term money rates during the month.

Gold Movement
During the month of February there was a net loss of 

$170,000,000 to the monetary gold stock of the United 
States. As the accompanying diagram indicates, the loss 
followed an uninterrupted gain since last June, and the 
gold stock at the end of February remained about $470,- 
000,000 larger than at the middle of 1932. The decrease 
for the month was more than accounted for by ear
markings of gold for foreign account which showed a net
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increase of about $190,000,000, reflecting largely the 
operations of foreign central banks.

Imports of gold at New York totaled $22,500,000, of 
which $8,200,000 was received from India, $4,400,000 
from Holland, $4,000,000 from England, $4,000,000 from 
Canada, and $1,100,000 from Chile. In addition, receipts 
at San Francisco included $3,600,000 from China and 
$600,000 from Australia. The import movement, how
ever, diminished as the month progressed and toward 
the end of February a total of $12,300,000 was exported, 
of which $6,100,000 went to Holland, $3,600,000 to 
France, $1,600,000 to Switzerland, and $1,000,000 to 
England.

Central Bank Rate Changes
No changes in official discount rates were reported 

by the European central banks during February. The 
rate of the Imperial Bank of India, however, was lowered 
from 4 to 3 %  per cent on the 16th, and the South 
African Eeserve bank rate was reduced from 5 to 4 per 
cent on the 20th. In both cases these are the lowest 
rates fixed in recent years.

Foreign Exchange
A  general advance in foreign exchange rates occurred 

during February. Sterling rose from $3.39^2 to $3.44*4, 
receded gradually to $3.40% , and then firmed to 
$3.42 9 /16  on the 27th. French francs moved from 
$0.0390*4 to a high of $0.0394% on the 18th, and were 
fairly steady at around that level thereafter. Guilders 
and Swiss francs weakened in the first half of February, 
but both closed the month strong, at quotations consider
ably above the end of January. The belga moved almost 
uninterruptedly upward from $0.1391 to $0.1407, and 
the reichsmark, which is subject to official regulation, 
had a sharp advance to well above par. Of the Scandina
vians, Danish and Norwegian crowns showed strength 
around mid-month but were later quoted at lower levels. 
Swedish crowns moved irregularly downward from 
$0.1841 to $0.1818 on the 27th.

Canadian exchange fluctuated considerably and closed

at a discount of 16%  per cent. Yen showed a little 
strength in the first week of the month, but then declined 
to close the month at $0.2050, losing 69 points during 
the month. The silver exchanges were irregular.

Exchange on
Par of 

Exchange Feb. 29, 1932 Jan. 31, 1933 Feb. 27, 1933

$ .1390 $ .1392 $ .1391 $ .1407
.2680 .1922 .1520 .1530

4.8666 3.4825 3.3950 3.4256
.0392 .03950 .03903 .03949
.2382 .2376 .2377 .2396

Holland.............................. .4020 .4023 .4019 .4049
.0526 .0520 .0511 .0512

N orway.............................. .2680 .1894 .1740 .1760
.1930 .0770 .0820 .0833
.2680 .1926 .1840 .1818

Switzerland....................... .1930 .1937 .1934 .1956

1.0000 .8838 .8375 .8350
.9648 .5865 .5865 .5865
.1196 .0625 .0763 .0763

1.0342 .4725 .4750 .4750

.4985 .3325 .2119 .2050

.3650 .2636 .2570 .2592
Shanghai........................... .3438 .2875 .2888

Foreign Trade
Merchandise exports from this country during Janu

ary, valued at $120,000,000, showed a decline of 20 per 
cent from a year ago, or the smallest percentage reduc
tion since the spring of 1930. Imports, amounting to 
$96,000,000, were reduced 29 per cent from a year ago, 
the smallest decline since February 1932. After adjust
ment for seasonal variation, both exports and imports 
were little changed from the December level.

During January, all of the leading export groups 
were reduced from the previous year by smaller per
centages than in December. Exports of crude materials 
and of semi-manufactures were only 15 and 16 per cent, 
respectively, less than in January 1932. Exports of 
crude foodstuffs, however, still showed a decline from 
a year ago of 43 per cent, as compared with a loss of 
54 per cent in December. In the case of imports, crude 
foodstuffs and semi-manufactures showed somewhat 
larger decreases from a year ago than in the preceding 
month, while other groups were reduced by smaller 
percentages.

The quantity of raw cotton exported during January 
was seasonally smaller than in December and was 14 
per cent below the comparatively large volume of a year 
ago. The reduction from a year ago was more than 
accounted for by the reduced takings of the Far East; 
shipments to all countries other than China and Japan 
were 21 per cent larger than in January 1932. The 
volume of raw silk and crude rubber imports into this 
country was somewhat larger than in the previous month 
and about the same as a year ago.

Savings Bank Deposits
The report of the Savings Bank Association of the 

State of New York shows that savings bank deposits in 
this State reached a new high level of $5,306,000,000 on 
January 31, as is indicated in the accompanying dia
gram. Savings bank accounts were increased not only 
by the crediting of interest at the end of 1932, but also 
by new deposits which somewhat exceeded the amount
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BILLIONS
OF DOLLARS (Adjusted for seasonal variations and usual year to year growth)

withdrawn both in December and January. This is in 
contrast to the experience during much of the past year 
as net withdrawals occurred in seven of the previous 
eight months. In addition to the increase in the amount 
of savings deposits, the number of open accounts on the 
books of the savings banks showed an increase during 
January.

Production
No great change during February in the general level 

of productive activity is indicated by the currently 
available data. The production of bituminous coal rose 
considerably, following a large reduction in the previous 
month, and operations in the steel industry were appar
ently at a slightly higher average rate than in January 
in accordance with the seasonal tendency. Some recession 
in output occurred, however, in the automobile industry, 
partly as the result of labor troubles.

In January the activity of industry as a whole declined 
somewhat from December, and the seasonally adjusted 
index of industrial production computed by the Federal 
Reserve Board receded 2 points to 64 per cent of the 
1923-25 average. This figure compares with the recent 
high of 66 per cent reached last autumn, and a low 
of 58 per cent reached last July. It appears, there
fore, that although some recession has occurred in in
dustrial activity, the larger portion of the rise of early 
last autumn has been retained. Among the leading 
industries, the largest reduction in output from Decem
ber to January occurred in coal mining, probably due 
in part to unseasonably warm weather. Declines oc
curred also in the activity of the silk industry, and in 
the production of cement and wheat flour. Little change 
other than seasonal was apparent, however, in the output 
of the iron and steel, cotton textile, and tobacco products 
industries, while increases were shown in meat packing, 
the activity of wool mills, and the production of lead, 
zinc, and crude petroleum. Automobile production in
creased slightly further in January, following the sub
stantial rise in December, though the increase was not 
as large as in years in which the production of new 
models has been more largely deferred until January.

1932 1933

Jan. Nov. Dec. Jan.

Metals
Pig iron ............................................................ 32 22 19 19
Steel ingots..................................................... 35 29 23 24

54 39 35 41
41 32 34 36

Tin deliveries................................................. 46 44
Automobiles

Passenger cars r ............................................. 35 r 20r 33r 33 r
Motor trucks r ............................................... 50r 25r 51 r 50r

Fuels
Bituminous coal............................................. 58 68 67 56p
Anthracite coa l.............................................. 65 70 83 65p

46 42 40 39
Petroleum, crude.......................................... 76 66 60 63 p
Petroleum products...................................... 67 61 57

Textiles and Leather Products
Cotton consumption.................................... 70 79 74 73
W ool mill activ ity........................................ 64 72 69 72
Silk consumption.......................................... 102 72 75 73

87 94 93p 93p

Foods and Tobacco Products
Livestock slaughtered.................................. 93 84 82 86
Wheat flour.................................................... 87 90 94 92
Sugar meltings, U. S. ports........................ 73 66
Tobacco products......................................... 85 73 76 75

Miscellaneous
59 45 38 33

Tires................................................................ 56 39 33
30 25 25 28

Printing activ ity........................................... 75 60 59
Newsprint paper.......................................... 84 74 74 68

p Preliminary r Revised

Employment and Payrolls
Factory employment and payrolls in New York State 

declined further from December to January. The re
ductions, amounting to 3 per cent in employment and
6 per cent in wage payments, were of larger than 
seasonal proportions, but employment remained 6 per 
cent and payrolls 2 per cent above the low points of July 
1932. Reductions in working forces and payrolls oc
curred in all of the leading industrial groups except the 
clothing industry.

For the country as a whole also the number of workers 
employed was reduced during the period from the middle 
of December to the middle of January. In manufactur
ing plants the reduction in working forces exceeded the 
usual seasonal proportions, and the seasonally adjusted 
index of factory employment computed by the Federal 
Reserve Board declined 2 per cent to a level less than 
2 per cent above its July low. Fewer employees were 
reported in most of the leading manufacturing lines with 
the exception of the automobile and shoe industries. 
Factory payrolls declined 4 per cent, and after allowance 
for seasonal changes were only slightly above the low 
point of last August. Reductions in working forces, 
partly seasonal in character, were also reported in most 
of the other lines covered by the Department of Labor 
report, including wholesale and retail trade, building 
construction, mining, and public utilities.

Commodity Prices
A  considerable degree of stability was evident during 

February in the prices of a number of important basic
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PER CENT

B u r e a u  o f  L a b o r  S t a t i s t i c s  W e e k ly  In d e x  o f  
W h o le s a le  C o m m o d it y  P r i c e s

co m m o d itie s , a n d  th e  w e e k ly  in d e x  o f  w h o le sa le  co m 
m o d ity  p r ic e s  c o m p u te d  b y  th e  B u r e a u  o f  L a b o r  S ta t i s 
t ic s  sh o w e d  o n ly  m in o r  f lu c tu a t io n s  d u r in g  th e  m o n th , 
fo llo w in g  m o d e ra te  d e c lin e s  i n  D e c e m b e r  a n d  J a n u a r y .  
A s  th e  a c c o m p a n y in g  d ia g ra m  in d ic a te s ,  th e  le v e l o f  
c o m m o d ity  p r ic e s  to w a r d  th e  e n d  o f  F e b r u a r y  w a s  a b o u t  
9 p e r  c e n t  b e low  th e  h ig h e s t  p o in t  r e a c h e d  d u r i n g  th e  
a d v a n c e  o f J u n e  to  S e p te m b e r  1932 , a n d  6 p e r  c e n t  
u n d e r  th e  lo w  p o in t  o f  la s t  J u n e .

P r ic e  q u o ta t io n s  f o r  w h e a t ,  c o tto n , s ilk , ru b b e r ,  c ru d e  
p e tro le u m , a n d  m o s t o f  th e  im p o r t a n t  m e ta ls  sh o w ed  
l i t t l e  o r  n o  n e t  c h a n g e  d u r in g  F e b r u a r y .  A c c o m p a n y in g  
d is c u s s io n  o f  in c re a s e d  m o n e ta r y  u se  o f  s i lv e r ,  q u o ta t io n s  
f o r  th e  m e ta l  ro se  so m e w h a t, to u c h in g  2 7 %  c e n ts  a n  
o u n c e  in  th e  l a t t e r  p a r t  o f  th e  m o n th ,  a  g a in  o f 1 %  c e n ts  
o v e r  th e  e n d  o f  J a n u a r y .  T h e  p r ic e  o f  h id e s  d e c l in e d  
s l ig h t ly  in  F e b r u a r y ,  a n d  r a w  w o o l q u o ta t io n s  re c e d e d  
m o d e ra te ly .
Indexes of Business Activity

D u r in g  th e  f i r s t  h a l f  o f  F e b r u a r y  n o  m a rk e d  c h a n g e  
o c c u r re d  in  g e n e ra l  b u s in e s s  a c t iv i ty  a n d  th e  d i s t r ib u t io n  
o f  g oo ds. D e p a r tm e n t  s to re  sa le s  in  th e  M e tr o p o l i ta n  
a r e a  o f  N ew  Y o rk  w e re  22 p e r  c e n t  b e lo w  th e  c o r r e s p o n d 
in g  p e r io d  o f a  y e a r  ag o , r e p r e s e n t in g  a  s l ig h t ly  s m a lle r  
d e c lin e  t h a n  in  J a n u a r y ,  b u t  a p p ro x im a te ly  th e  sam e  
r e d u c t io n  a s  w a s  s h o w n  in  im m e d ia te ly  p r e c e d in g  
m o n th s . T h e  m o v e m e n t o f  m e rc h a n d is e  a n d  m is c e lla n e 
o u s  f r e ig h t  o v e r  th e  r a i l r o a d s  w a s  s m a l le r  t h a n  i n  J a n u 
a r y ,  in  c o n t r a s t  to  a  u s u a l  s e a so n a l in c re a s e , b u t  a  f a i r l y  
s u b s ta n t i a l  in c re a s e  w a s  s h o w n  in  lo a d in g s  o f  b u lk  
f r e ig h t ,  p r in c ip a l ly  a s  a  r e s u l t  o f  l a r g e r  co a l s h ip m e n ts .  
T h e  p r o d u c t io n  o f  e le c tr ic  p o w e r  r e m a in e d  a t  th e  J a n u 
a r y  lev e l, a n d  th e  n u m b e r  o f b u s in e s s  f a i lu r e s  w as  
s m a l le r  t h a n  in  th e  p re v io u s  m o n th , i n  a c c o rd a n c e  w ith  
th e  u s u a l  te n d e n c y .

T h is  b a n k ’s in d e x e s  o f  b u s in e s s  a c t iv i ty  f o r  J a n u a r y  
sh o w e d  n o  c o n s is te n t  m o v e m e n t f ro m  D e c e m b e r . I n 
c re a se s  o c c u r re d  in  th e  r a i l  m o v e m e n t o f  m e rc h a n d is e  
a n d  m isc e lla n e o u s  f r e ig h t ,  sa le s  o f  c h a in  s to re s  o th e r  
t h a n  g ro c e ry  c h a in s , a n d  s a le s  o f  n e w  l i f e  in s u ra n c e .

In d e x e s  r e l a t in g  to  f o r e ig n  t r a d e ,  th e  v o lu m e  o f ch eck  
t r a n s a c t io n s ,  a n d  b u s in e s s  f a i lu r e s  sh o w e d  l i t t l e  c h a n g e , 
w h ile  d e c lin e s  w e re  re c o rd e d  in  th e  m o v e m e n t o f  b u lk  
f r e ig h t ,  s a le s  o f  d e p a r tm e n t  s to re s , a n d  c h a in  s to re  
g ro c e ry  sa les .

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1932 1933

Jan. Nov. Dec. Jan.

Primary Distribution
Car loadings, merchandise and misc........ 65 53 53 55
Car loadings, other....................................... 55 53 58 50

51 43 43 44p
67 58 57 56 p

Waterways traffic......................................... 45 42 40 47
Wholesale trade............................................. 87 75 85

Distribution to Consumer
Department store sales, 2nd District. . . . 82 72 68 64p
Chain grocery sales...................................... 77 64 64 62
Other chain store sales................................ 88 70 67 77 p
Mail order house sales................................. 74 62 61 65

66 54 52 51
Gasoline consumption.................................. 82 70 63
Passenger automobile registrations.......... 44 23p 31p

General Busine s Activity
Bank debits, outside of New York City.. 73 54 58 58 p
Bank debits, New York C ity..................... 67 42 53 50 p
Velocity of bank deposits, outside of New

York C ity ................................................... 90 67 70 73
Velocity of bank deposits, New York City 73 39 48 44
Shares sold on N. Y. Stock Exchange. . . 96 53 57 49
Life insurance paid fo r ................................ 108 82 77 80p
Electric power............................................... 75 68 68 p 66p
Employment in the United States........... 70 63 62 61
Business failures............................................ 123 95 99 100
Building contracts........................................ 25 30 23 25
New corporations formed in N. Y . State. 83 79 73 81
Real estate transfers.................................... 53 40 44

General price level*...................................... 138 130 128 127
Composite index of wages*........................ 194 177 174p 173p
Cost of living * r ........................................... 144 r 1327- 132r

p Preliminary r Revised * 1913 average= 100

Building
T h e  to ta l  v a lu e  o f  b u i ld in g  a n d  e n g in e e r in g  c o n t r a c ts  

a w a r d e d  in  37 S ta te s  d u r in g  J a n u a r y  w a s  a b o u t  3 p e r  
c e n t  l a r g e r  t h a n  in  D e c e m b e r  a n d  o n ly  i y 2 p e r  c e n t  less  
t h a n  in  J a n u a r y  1932 , a c c o rd in g  to  th e  F .  W . D o d g e  
C o r p o r a t io n  r e p o r t .  T h is  is  th e  m o s t f a v o ra b le  y e a r  to  
y e a r  c o m p a r is o n  to  b e  sh o w n  f o r  a n y  m o n th  s in ce  J u n e
1930 , re f le c t in g  a  te n d e n c y  in  th e  t o t a l  v o lu m e  o f b u i ld in g  
c o n t ra c ts  d u r in g  th e  p a s t  y e a r  to  le v e l off a t  a  low  v o lu m e . 
P u b l ic  w o rk s  a n d  u t i l i t y  c o n t r a c ts  in  J a n u a r y  w e re  77 
p e r  c e n t  l a r g e r  t h a n  a  y e a r  ag o , d u e  p r in c ip a l ly  to  l a r g e r  
c o n t r a c ts  f o r  b r id g e s  a n d  h ig h w a y s , w h ile  o th e r  n o n 
r e s id e n t ia l  c o n s t r u c t io n  w a s  14 p e r  c e n t  s m a l le r  a n d  
r e s id e n t ia l  c o n t r a c ts  w e re  d o w n  57 p e r  c e n t .  C o n tr a c ts  
f o r  p u b l ic  w o rk s  a n d  u t i l i t ie s ,  fo l lo w in g  a n  a b r u p t  d ro p  
a t  th e  e n d  o f  1931 , h a v e  te n d e d  to  e x p a n d  s o m e w h a t 
a f t e r  s e a so n a l a d ju s tm e n t  d u r i n g  th e  c o u rse  o f  th e  p a s t  
y e a r ,  w h ile  o th e r  n o n - r e s id e n t ia l  a n d  r e s id e n t ia l  c o n 
t r a c t s  h a v e  te n d e d  g r a d u a l ly  lo w er.

D u r in g  th e  f i r s t  t h r e e  w eek s  o f  F e b r u a r y ,  th e  d a i ly  
a v e ra g e  v a lu e  o f  c o n t r a c ts  d e c lin e d , fo l lo w in g  th e  
s l ig h t ly  m o re  th a n  s e a s o n a l in c re a s e  r e p o r te d  in  J a n u 
a r y .  T h e  r e d u c t io n  r e f le c te d  p r in c ip a l ly  a  f a l l in g  off 
in  p u b l ic  w o rk s  a n d  u t i l i t i e s ,  b u t  o th e r  n o n - re s id e n t ia l  
a n d  r e s id e n t ia l  c o n t r a c ts  d id  n o t  sh o w  th e  u s u a l  s ea so n a l 
in c re a s e s .
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In the Metropolitan area of New York, total contracts 
in January were almost as large as a year ago. Public 
works and utilities were nearly double the January
1932 figure, and other non-residential building was some
what larger, but residential building was less than one- 
half as large.

Department Store Trade
In January, total dollar sales of the reporting depart

ment stores in this district were 25 per cent lower than 
a year ago, a slightly larger decline than was reported in 
the six previous months. In practically all localities the 
January decline was larger than those reported in the 
past few months, but was in about the same proportion 
as the decrease that occurred last summer. Sales of the 
Syracuse department stores, however, showed the small
est decrease from the previous year since December
1931, and the leading apparel stores in this district re
ported sales in January only 16 per cent lower than last 
year, as compared with an average decline of 23 per cent 
during 1932.

Department store sales in the Metropolitan area of 
New York for the first half of February averaged 22 per 
cent below the corresponding period a year ago, a slightly 
smaller decline than in J anuary.

Department and apparel store stocks of merchandise 
on hand January 31, at retail valuation, continued to 
show substantial declines from the level of the previous 
year. Collections during January of accounts outstand
ing at the end of December averaged about the same in
1933 as in 1932 in department stores, but were slightly 
better in apparel stores.

Percentage change 
from a year 

ago

Per cent of 
accounts 

outstanding 
December 31

Locality Stock 
on hand

collected in 
January

Net
sales

end of 
month 1932 1933

N ew Y  ork ................................................... — 23.7 — 25.9 50.1 50.7
Buffalo................................................................. — 28.2 — 32.8 44.3 42.8
Rochester. ................................................... — 30.1 — 24.4 50.4 47.8
Syracuse. ....................................................... — 19.6 — 27.3 27.6 27.4
Newark................................................................ — 28.2 — 22.6 44.0 43.4
Bridgeport.......................................................... — 31.8 — 12.2 32.7 39.7
Elsewhere............................................................ — 26.3 — 15.8 37.3 32.9

Northern New York State......................... — 31.0
Southern New York State..........................
Hudson River Valley D istrict...................
Capital District ..........................................

— 23.3
— 22.2
— 29.8

Westchester D istrict.................................... — 29.6

All department stores.............................. — 24.9 — 25.1 45.9 46.0

Apparel stores........................................... — 15.8 — 30.7 4 5 .? 47.2

Chain Store Trade
Total January sales of the reporting chain store sys

tems were 13 per cent below a year ago, about the same 
decline as that reported in December. Sales of the ten 
cent, variety, drug, and candy chains compared more 
favorably with a year previous than in December, but 
sales of the shoe chains showed a larger decline in Janu
ary and chain grocery store sales were reduced by a

larger percentage than has heretofore been reported, 
following a comparatively small decrease in December.

Shoe concerns have shown a sizable reduction in the 
number of units operated during the past year, so that 
the January decline was considerably less in sales per 
store than in total sales. For all reporting chain store 
systems, however, the average decline was about the 
same in sales per store as in total sales.

Percentage change January 1933 
compared with January 1932

Type of store
Number

of
stores

Total
sales

Sales
per

store

—  1.7 — 17.0 — 15.5
+  1.2 — 11.9 — 12.9

D rug................................................. —  0 .7 — 16.0 — 15.4
—  7 .3 — 32.1 — 26.8

Variety............................................ +  2 .9 —  6 .0 —  8 .6
+  3.3 —  1.1 —  4 .3

—  0 .2 — 12.8 — 12.6

Wholesale Trade
In January, sales of the reporting wholesale firms in 

this district averaged 17 per cent below a year previous, 
which was the smallest decline since December 1931, 
with the exception of last November. Sales of drugs 
showed an unusually large increase over a year ago, 
apparently reflecting the re-stocking of retail dealers 
after the turn of the year, and the sales of cotton goods 
showed the smallest decrease in almost a year. In addi
tion the decline in jewelry sales was considerably less 
than that reported in December, and a slight improve
ment compared with December was indicated in yardage 
sales of silk, paper, and men’s clothing. Machine tool 
orders showed about the same reduction from a year ago 
as that reported in December. On the other hand, sales 
of groceries, stationery, hardware, shoes, and diamonds 
showed decreases greater than those reported in the last 
few months.

Stocks of merchandise on hand at the end of January 
continued to be substantially below a year previous in 
all reporting lines except groceries, in which the decrease 
remained small. In practically all wholesale lines, the 
rate of collections was higher in 1933 than in 1932.

Commodity

Percentage 
change 

January 1933 
compared with 
December 1932

Percentage 
change 

January 1933 
compared with 
January 1932

Per cent of 
accounts 

outstanding 
December 31 
collected in 

January

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1932 1933

Men’s clothing...............
Cotton goods..................

Machine tools**............

Paper................................

—  5 .0
—  9 .3  
—48.7  
+  9 .9* 
— 25.8 
+ 7 9 .5  
— 40.8 
— 11.7 
— 14.0 
+  1.2 
—41.9  
— 66.4

—  2 .4

+  4 .7  
+  1.3* 
+ 1 1 .0
—  8 .6  
+ 2 6 .4

— 13.4 
— 22.1 
— 15.5 
+  7 .6* 
—41.7 
+ 4 3 .4  
— 30.5 
— 46.5 
— 29.9 
— 29.6 
— 48.3 
— 26.8

—  6 .0

— 44.6 
— 17.2* 
— 26.4 
— 19.9 
— 22.3

74.9
32.1
27.6
55.7
30.4 
20.0
43.4

69. i
43.8

} 29.9

79.3
43.7
29.4 
66.2
30.7 
21.6 
42.9

56 A  
37.3

} 35.1—  5 .6
—  3.5

— 29.9
— 27.8

Weighted average. . . —  9 .0 — 17.4 47.2 51.8

* Quantity not value. Reported by 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

March 1, 1933



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

MONTHLY REVIEW, MARCH 1, 1933

Index Number of Production of Manufactures 
and Minerals Combined, Adjusted for Sea
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Monthly Averages of Weekly Figures for Re
porting Member Banks in Leading Cities 

(Latest figures are averages of first 
three weeks of February)

Business Conditions in the United States
(Summarized by tlie Federal Reserve Board)

V OLUME of industrial production increased in January by less than the 
usual seasonal amount and factory employment and payrolls continued to 

decline. Prices of commodities at wholesale, which declined further in January, 
showed relatively little change in the first three weeks of February.

P r o d u c t io n  a n d  E m p l o y m e n t

Industrial activity, as measured by the Board’s index, which makes allow
ance for usual seasonal changes, declined from 66 per cent of the 1923-1925 
average in December to 64 per cent in January, which compares with a low 
level o f 58 per cent last July. Output of coal declined considerably, contrary 
to the usual seasonal tendency. Increases in activity in the cotton and silk 
industries were somewhat less than seasonal in amount, and there was a slight 
decline in production at woolen mills. Output of shoes increased seasonally. 
Activity in the steel industry showed a seasonal increase during January, and 
little change during the first three weeks o f February. Automobile production, 
which had increased substantially in December, showed a further slight increase 
in January.

Factory employment declined between the middle of December and the 
middle of January by considerably more than the seasonal amount. Decreases 
were reported in most lines except in the cotton, wool, and silk industries, 
where employment showed little change, and in the automobile and shoe indus
tries, where employment increased.

Construction contracts awarded were in about the same volume in January 
as in December, according to the F. W. Dodge Corporation; in the first half 
o f February the value of awards showed a decline.

D is t r ib u t io n

Volume of freight traffic was somewhat smaller in January than in Decem
ber, reflecting a reduction in shipments of coal. Sales by department stores 
decreased after Christmas by more than the usual seasonal amount.

W h o l e s a l e  P r ic e s

The general level of wholesale commodity prices, as measured by the index 
of the Bureau of Labor Statistics, declined further from 62.6 per cent of the 
1926 average in December to 61.0 per cent in January, reflecting substantial 
reductions in the prices of crude petroleum, gasoline, textiles, and dairy and 
poultry products. Prevailing prices for wheat, cotton, and hogs in January and 
the first three weeks of February were somewhat above the low levels reached 
in December.

B a n k  C r e d i t

Between January 4 and February 21 there was an increase of $319,000,000 
in the demand for currency, accompanying banking disturbances in different 
parts of the country, and a decrease of $64,000,000 in the country’s stock of 
monetary gold. These demands were met by member banks in part by the use 
of their balances at the Reserve Banks, which declined by $243,000,000 during 
the period, but continued to be considerably above legal requirements. Reserve 
Bank holdings of United States securities declined by $88,000,000 between 
January 4 and February 1, but increased by $70,000,000 during the following 
three weeks; their holdings of acceptances increased by $141,000,000, and 
discounts for member banks increased by $76,000,000.

Loans and investments of reporting member banks in leading cities declined 
by about $100,000,000 during the five weeks ended February 15. The banks’ 
net demand deposits declined by $390,000,000, reflecting largely reductions in 
bankers’ balances, and time deposits showed a decrease of $93,000,000 for 
the period.

Money rates in the open market were slightly firmer during the first half 
of February. Open market rates on 90 day bankers acceptances, which had 
been 4̂ of 1 per cent, had increased to % of 1 per cent by February 20. 
Rates on prime commercial paper and on stock exchange loans remained 
unchanged. The minimum buying rate on bills at the Federal Reserve Banks 
of Boston, New York, and Chicago was reduced from 1 to % of 1 per cent.
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Federal Eeserve Agent Federal Rese?'ve Bank, New York April 1,1933

Money Market in March
The month of March witnessed the culmination of one 

of the most severe banking crises this country has experi
enced, the prompt formulation of a program to deal with 
the crisis, and the speedy and effective carrying out of 
this program. The result was a complete reversal of con
ditions in the New York money market and in the bank
ing situation generally. As the month began bank holi
days were being declared successively in State after State 
and alarmed depositors were drawing their money in 
fear of bank closings. In the second half of the month 
conditions were reversed. As the banks were reopened 
currency poured back, banks paid off their indebtedness, 
money rates eased, and the whole banking situation 
moved toward more normal conditions.

The climax of banking difficulties and resulting re
strictions on bank operations reflected primarily the 
accumulative effects of the extraordinary decline in busi
ness volume during the past four years and the accom
panying drastic decline in prices of commodities, securi
ties, and properties of all kinds. These conditions had 
progressively reduced the ability of many borrowers to 
repay loans and reduced the market value of bank in
vestments, and had thus created for a number of the 
banks an extremely difficult situation, which was height
ened by the tendency of the public to call for the repay
ment of deposits in cash in unusual volume. Most of the 
banks, in spite of these conditions, were able to maintain 
sound and liquid positions, but others which were in 
communities most severely affected or which were them
selves more vulnerable found difficulty in meeting de
mands upon them.

Early this year, following a renewed decline in com
modity and security prices and some loss of the progress 
made last autumn toward the revival of business, a new 
wave of bank suspensions occurred. This increased the 
tendency of depositors, who were unable to distinguish 
between strong and weak banks, to withdraw their de
posits in cash, which made necessary further liquidation 
of bank assets, and caused renewed pressure on prices. 
In the effort to gain time to devise plans to deal with 
these tendencies bank holidays were declared first in 
Michigan and then in other States, and legislation was 
enacted in a number of States permitting banks to limit 
the withdrawal of deposits. The following chronology 
shows the spread of restrictions on bank operations be
ginning with the bank holiday in Michigan. It indicates 
the dates on which bank holidays or extensive limitations

of bank operations became effective in the different 
States:

February 14 Michigan 
99 23 Indiana 
* 9 25 Maryland 
99 27 Arkansas 
’ ’ 28 Ohio 

March 1 Alabama, Kentucky, Nevada, and Tennessee.
,f  2 Arizona, California, Louisiana, Mississippi, 

Oklahoma, and Oregon.
99 3 Georgia, Idaho, New Mexico, Texas, Utah, 

Washington, and Wisconsin.
9 9 4 Colorado, Connecticut, Delaware, Florida, 

‘Illinois, Iowa, Kansas, Maine, Massachu
setts, Minnesota, Missouri, Montana, Ne
braska, New Hampshire, New Jersey, New 
York, North Carolina, North Dakota, Penn
sylvania, Ehode Island, South Dakota, 
Vermont, Virginia, West Virginia, and 
Wyoming.

Thus on March 4 the suspension of bank operations 
became virtually complete.

It soon developed that the efforts to check the con
version of deposits into cash only diverted the demands

BILLIONSOF DOLLARS

Money in Circulation in the United States and Total Reserves of
the Federal Reserve Banks (Wednesday figures; latest

figures are for March 29)
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from one locality to another. Currency was paid out freely, 
but restrictions on payments became necessary in steadily 
widening areas, and the demands on banks that remained 
open were rapidly accelerated. Foreign funds, as well 
as those of domestic depositors, were withdrawn in in
creasing volume, and the hoarding of gold developed on 
an increasing scale. The rapidity with which the demand 
for funds increased is shown by the following table.

(In millions of dollars)

Money m  
Circulation

Reserves of 
F. R. Banks

F. R. Credit 
Outstanding

Daily averages for week ended—

February 15.................................. +  30 —  11 +  10
February 21 .................................. +  27 —  17 +  43
March 1 ........................................ +122 —  39 +  9 8

Daily figures for—

March 2 ........................................ +240 —  70 +281
March 3 ......................................... +455 — 188 +448

In the period of a little over three weeks between 
February 8 and March 3, the withdrawals of currency 
by member banks from the Reserve Banks were over 
$1,700,000,000, the greater part of which occurred in the 
last week of the period. Out-of-town banks withdrew 
nearly $800,000,000 from their balances with New York 
City banks in order to meet the demands on them, and 
banks throughout the country found it necessary to draw 
more and more heavily upon the Federal Reserve Banks 
for additional credit.

The reserve position of the Federal Reserve Banks 
was affected not only by the loss of reserves, but also by 
a large increase in reserve requirements against Federal 
Reserve notes outstanding. As a result the excess gold 
reserves of Federal Reserve Banks declined to a little 
over $400,000,000, as compared with a high point of 
nearly $1,500,000,000 in January. The burden fell most 
heavily on the New York Reserve Bank which was called 
upon to meet not alone the demands from its own dis
trict but large demands from other districts as well. To 
maintain its reserve position this bank found it necessary 
to rediscount a substantial amount of its paper with other 
Reserve Banks and sell them in addition some of its 
Government securities.

The President’s proclamation declaring a banking 
holiday from March 6 to March 9, inclusive, and the 
subsequent extension of this holiday for an indetermi
nate period, stopped the dissipation of bank resources, 
and gave opportunity for the development of a program 
for the rehabilitation of the banking system. This pro
gram was soon prepared, together with the necessary 
legislation, and was carried out rapidly. The emergency 
banking Act passed on March 9, among other things, 
authorized the Secretary of the Treasury to determine 
the conditions under which operations were to be re
sumed by member banks. It also authorized the issuance 
of Federal Reserve Bank notes to supplement Federal 
Reserve notes and assure an adequate currency supply. 
It further provided for the conservation of assets of 
banks that could not be licensed at once for full reopen
ing, and supplied new means by which bank reorganiza
tions could be effected.

On March 13, 14, and 15 member banks having ap
proximately 90 per cent of the total deposits of all mem
ber banks were given licenses as sound institutions, and 
were permitted to resume full operations. In a number 
of unlicensed banks plans for reorganizations were car
ried forward rapidly, and a considerable part of the 
remaining banks were placed in the hands of conser
vators.

While banks opened on license were authorized to pay 
out currency for every legitimate purpose they were 
not authorized to pay out currency for hoarding nor to 
pay out any gold or gold certificates. They were also 
requested to return to the Reserve Banks all gold and 
gold certificates in their possession. The Federal Reserve 
Board requested each Federal Reserve Bank to prepare 
a list of all those who had withdrawn gold recently from 
the Reserve Banks or from member banks and had not 
redeposited it by a given date. A  rapid return flow of 
gold coin and gold certificates to the Reserve Banks 
ensued, which by March 29 aggregated over $600,000,000. 
This return flow of gold, together with a reduction in 
the amount of reserve required against Federal Reserve 
notes outstanding, caused a rapid rise in the excess gold 
reserves of the Federal Reserve System to $1,172,000,000 
on March 29.

The total return flow of currency of all kinds in the 
three weeks ended March 29 was $1,185,000,000. A  large 
part of the proceeds of this currency was used to retire 
Federal Reserve credit, and the indebtedness of member 
banks at all Federal Reserve Banks declined from more 
than $1,400,000,000 just before the middle of March to 
$545,000,000 on March 29. A  moderate amount of 
Federal Reserve credit in other forms was also retired, 
and in addition the total reserves of member banks were 
increased by $211,000,000. In New York City the in
debtedness of the principal banks at the Reserve Bank 
was reduced from well over $600,000,000 before the 
middle of March to $84,000,000 on March 29, and on 
that date some of the New York City banks again held 
moderate amounts of excess reserves.

M oney Rates
The increasing availability of funds in the banks dur

ing the latter part of the month was reflected in a rapid 
decline in money rates in the New York market. Call 
money, which had risen to 5 per cent, declined to 3 per 
cent; bankers acceptance rates, which for 90 day unin
dorsed bills had risen to 3 %  per cent, declined to 2 per 
cent; and there were corresponding declines in other 
principal money rates. Nevertheless, money rates at the 
end of March remained considerably higher than at the 
end of February, as the following table shows.

Money Rates at New York

Mar. 31, 1932 Feb. 28, 1933 Mar. 31.1933

Stock Exchange call loans....................... 2H 1 3
Stock Exchange 90 day loans................. *2% -3 **2H 2
Prime commercial paper.......................... 3y?-3M 1 X -1 X 3 H -3 H
Bills— 90 day unindorsed......................... 2 X I X 2
Customers’ rates on commercial loans.. 1-4.48 t3 .50 t4 .79
Treasury securities

Maturing June (yield). . ..................... 1.21 0.10 no yield
Maturing September (yield)............... 2 .02 0.49 0.83

Federal Reserve Bank of New York re
discount rate........................................... 3 2 X 3 X

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. 2 H 1 2

Nominal l** Bid t Average rate of leading banks at middle of month
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After declining $800,000,000 from the high point of 
February 1 to the end of the first week in March, the 
total loans and investments of reporting New York City 
member banks subsequently have shown a moderate ex
pansion. The deposits of these banks declined approxi
mately $1,500,000,000 in the five weeks following Febru
ary 1, due in considerable part to the withdrawal of 
balances by correspondent banks, but partly to with
drawals of funds by local depositors and partly to the 
effects of credit liquidation during the period of pres
sure. In the three weeks ended March 29, however, 
their deposits have increased approximately $334,000,- 
000, not including a substantial increase in Government 
deposits which resulted from subscriptions to the new 
securities sold by the Treasury on March 15. Weekly 
data for member banks throughout the System have not 
been published since March 1, as comparable data are 
no longer available.

B i l l  M a r k e t

During the opening days of March preceding the 
general bank holidays, there was a further advance of 
2V4: per cent in open market bill rates accompanying 
further sales of bills by accepting institutions to dealers 
and the Reserve Banks. On March 13, when the discount 
market resumed business, bill rates rose an additional 
%  per cent, advancing the offering rate for 90 day bills 
to 3 %  per cent, as compared with the low level of ^  
per cent which prevailed in the first part of February.

For a few days after the resumption of activities there 
was some excess of offerings of bills to the discount 
market over purchases, but investment demand increased 
shortly and the tendency of banks to hold new bills in 
their own portfolios again became prevalent, with the 
result that dealers’ rates for bills declined rapidly. A  
reduction of %  per cent was made on March 16, %  per 
cent on the 17th, and %  Per cent on March 20, reducing 
the offering rate for 90 day bills to 2 per cent which is 
about midway between the Mareh high and the February 
low. Dealers’ portfolios of bills remained at a fairly 
stable level during the period of reduction in bill rates.

The buying rate of the Federal Reserve Bank of New 
York for 90 day indorsed bills rose to a high of 3 %  per 
cent around mid-month and then declined to 2 per cent, 
coincident with changes in open market rates.

Bill holdings of the Federal Reserve Banks, following 
an increase of $353,000,000 in the two weeks ended 
March 1, increased $34,000,000 further in the week ended 
March 8, reflecting continued sales of bills by banks and 
dealers on March 2 and 3. In the following three weeks 
ended March 29, the Reserve Banks’ bill portfolio was 
reduced about $107,000,000 due to maturities and a 
reduction in the amount of bills held under repurchase 
agreements.

This decline in Federal Reserve holdings suggests 
that the bill holdings of the accepting banks have shown 
a considerable increase during March from their hold
ings on February 28, which had been reduced as a result 
of the large sales of bills made to the Reserve Banks 
during February to $325,000,000, or 46 per cent of the 
total then outstanding.

M e m b e r  B a n k  C r e d i t

Prior to the banking holidays, the investment demand 
for open market commercial paper vanished, but paper 
was nominally quoted at around 3 per cent. On the 
resumption of activity after the banking holidays, busi
ness began to be transacted at around 4y2 per cent, but 
shortly afterward rates moved lower to a range of 3 to 
3 %  per cent, as the investment demand for paper in
creased. In the last ten days of the month, prevailing 
rates for prime names declined further to 2 % -3 1/4 per 
cent, accompanying declines in other divisions of the 
money market and the development of an investment 
demand substantially in excess of the available supply 
of prime paper that dealers were able to offer, such as 
prevailed prior to the banking disturbances.

Reports received from dealers show that the volume of 
open market commercial paper outstanding on February 
28 was $84,200,000, or about the same as at the end of 
January, but 19 per cent less than a year ago.

Amendments to the Federal Reserve Act
The Act of Congress approved March 9, 1933, entitled 

“ An Act to provide relief in the existing national emer
gency in banking, and for other purposes,”  makes sev
eral changes in the Federal Reserve Act.

Section 3 of the Act of March 9, 1933, adds a new 
subsection (n) to section 11 of the Federal Reserve Act 
authorizing the Secretary of the Treasury, when in his 
judgment “ such action is necessary to protect the 
currency system of the United States,”  to require the 
delivery to the Treasurer of the United States of “ any 
or all gold coin, gold bullion, and gold certificates 
owned”  by “ individuals, partnerships, associations and 
corporations. ’ ’ Failure to comply with any such require
ment of the Secretary of the Treasury is made subject 
to a penalty of twice the value of the gold or gold certi
ficates with respect to which the failure occurred.

Section 401 of the Act of March 9, 1933, amends the 
sixth paragraph of Section 18 of the Federal Reserve 
Act so as to provide for the issuance of Federal Reserve 
Bank notes secured by any direct obligations of the 
United States or by any notes, drafts, bills of exchange, 
or bankers acceptances acquired under the Federal Re
serve Act, and not requiring gold reserves. This section 
specifies the conditions under which such notes may be 
issued, and provides that “ No such circulating notes 
shall be issued under this paragraph after the President 
has declared by proclamation that the emergency recog
nized by the President by proclamation of March 6,1933, 
has terminated, unless such circulating notes are secured 
by deposits of bonds of the United States bearing the 
circulation privilege.”

Section 402 of the Act of March 9, 1933, amends and 
somewhat further liberalizes the provisions of Section 
10(b) of the Federal Reserve Act, under which advances 
may be made by Federal Reserve Banks under certain 
conditions to member banks against their notes secured 
by collateral that was not eligible prior to the passage 
of the Glass-Steagall Act early in 1932. This section 
provides that no advance may be made under it after 
March 3, 1934, or after the expiration of such additional

C o m m e r c i a l  P a p e r  M a r k e t
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period not exceeding one year as the President may 
prescribe.

Section 403 of the Act of March 9, 1933, adds to 
Section 13 of the Federal Reserve Act a new paragraph 
under the provisions of which Federal Reserve Banks 
may make advances on the promissory notes of any indi
viduals, partnerships or corporations secured by direct 
obligations of the United States.

The Act of March 9, 1933, was amended by the Act 
approved March 24, 1933, which adds a new section, 
Section 404, authorizing Federal Reserve Banks to make 
loans to nonmember banks and trust companies subject 
to certain specified conditions. The section provides that 
such loans may be made, in the discretion of the Federal 
Reserve Bank, after inspection and approval of the col
lateral and a thorough examination of the applying bank 
or trust company; that each application for a loan 
shall be accompanied by a statement of the State bank
ing department or commission that in its judgment the 
applying bank or trust company is in sound condition; 
and that while such bank or trust company is indebted 
to the Federal Reserve Bank it must comply in all 
respects with the provisions of the Federal Reserve Act 
and the Federal Reserve Board's regulations applicable 
to member State banks, except that in lieu of subscrib
ing to stock of the Federal Reserve Bank it must main
tain a reserve balance required by Section 19 of the 
Federal Reserve Act. The section also prescribes certain 
other conditions with respect to loans thereunder to non
member banks and trust companies. Under the terms of 
the section such loans may be made “ During the exist
ing emergency in banking, or until this section shall be 
declared no longer operative by proclamation of the 
President, but in no event beyond the period of one year 
from the date this section takes effect. y 1

Security Markets
Domestic corporation bonds continued to decline dur

ing the first few days of March, reaching levels about
7 per cent below those prevailing at the beginning of the 
year, but on the resumption of trading on March 15 a 
vigorous three day advance occurred which included in 
the movement high grade as well as the lower grade 
issues. Subsequently corporate bonds declined but clos
ing prices for the month were somewhat above1 the early 
March lows. Foreign bonds showed price fluctuations 
during the month similar to domestic corporate issues.

United States Government bonds, after declining
2 points further in the opening days of March, showed 
an average recovery of 3^2 points between March 15 
and 17. Following this advance, however, the general 
tendency in Government bonds was slightly downward, 
but quotations around the close of March remained 
2 %  points above the March 3 level.

Stock price quotations, following the considerable 
decline that occurred during February, advanced some
what in the initial days of March which preceded the 
closing of the Exchanges due to the banking holiday. 
On the resumption of trading on March 15 wide price 
advances and a large turnover of shares occurred. The 
net rise of about 18 per cent in average prices on the 
15th and 16th was sufficient to cancel more than half of
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the loss sustained by stock prices from the year’s high 
reached in January to the low of late February, but 
after this temporary buying movement the general 
course of prices was downward during the remainder of 
the month. The sales volume subsided again to less than
1 million shares daily, as compared with over 3 million 
shares on March 15 and 16. Toward the close of the 
month prices of industrial and railroad shares remained 
somewhat above the quotations reached just prior to the 
banking holiday, but public utility shares were less well 
sustained, and bank stocks were weak.

The accompanying diagram indicates the general 
movement of stock and bond prices during the past 
month. It appears that bond prices have retained more 
of the advance which occurred on the opening of the 
Exchanges than have stock prices.

New Financing
Public offerings of new securities, other than United 

States Government financing, were virtually suspended 
during March. A  few small municipal flotations aggre
gated less than $5,000,000.

On March 15, a total of $942,500,000 of Treasury cer
tificates of indebtedness were sold, including $469,000,000 
maturing in 5 months and bearing a 4 per cent coupon, 
and $473,000,000 maturing in 9 months and carrying a 
4Va per cent coupon. These issues were sold to provide 
for the retirement of $695,000,000 of securities which 
matured on March 15, and for the payment of $59,000,- 
000 of interest, and also to provide some new funds. 
The comparatively high coupon rates carried by these 
issues reflected the disturbed conditions that prevailed 
at the time they were offered; subsequently these issues 
advanced rapidly in price and the yields declined to
1.01 per cent on the 5 month issue and to 1.42 per cent 
on the 9 month issue.

In addition to the Treasury bills issued on March 1, 
which had been sold near the end of February, the 
Treasury floated 3 other bill issues during March, only 
one of which replaced a maturing issue. Consequently, 
the Treasury raised $176,000,000 of new funds by this 
method. The issue dated March 6, was sold on March 3 
at an average yield of 4.26 per cent, but the two follow
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ing issues of March 22 and 29 were sold at prices that 
yielded 1.83 and 1.72 per cent.

Gold Movement
Continuing the movement begun in February, the 

monetary gold stock of the United States declined 
$138,000,000 in the first three days of March, due prin
cipally to a further increase in gold held under earmark 
for foreign account which amounted to $119,000,000. In 
addition, exports totalled $19,800,000, of which $8,-
900,000 went to England, $5,900,000 to Holland, 
$4,200,000 to France and $700,000 to Switzerland. The 
only import for the period was $2,300,000 from India.

In the latter part of the month $17,700,000 of gold 
previously earmarked was released and exported under 
licenses granted by the Secretary of the Treasury, of 
which $17,100,000 went to Italy and $600,000 to Portugal.

From March 4 to 31, the monetary gold stock of this 
country rose by $34,000,000, due partly to the release 
and sale in this market of $7,500,000 of gold previously 
held under earmark, partly to imports of $8,400,000 
from the Far East and Canada, and partly to receipts 
by the Assay Offices and Reserve Banks of an additional 
$18,000,000 of gold, including purchases of newly mined 
gold and some gold bullion from miscellaneous sources.

The domestic return flow of gold coin and gold cer
tificates to the Reserve Banks was of much greater im
portance in its effect on the reserves of the Federal 
Reserve Banks than foreign transactions. Due largely 
to the return of hoarded gold, total reserves of the 
Reserve Banks increased $640,000,000 between March 4 
and March 29.

Foreign Exchange
From March 4 to 11 inclusive there were no quota

tions on foreign exchange in the New York market. For 
over two weeks prior to this the dollar had been declin
ing, and on the eve of the banking holidays there was 
marked weakness in both spot and forward exchange. 
When trading was resumed on Monday the 13th, how
ever, the dollar was stronger against nearly all major

currencies than on the 3rd, and although the next few 
days witnessed some rise in most foreign exchange rates, 
declines thereafter carried most currencies to levels be
low those prevailing at the end of February or early 
March. In the ease of Swiss francs, the quotation 
declined to parity, as compared with a previous sub
stantial premium. These movements are illustrated in 
the accompanying diagram and table from which it 
appears that the current position of the dollar in general 
is higher than at any time since about the middle of 
February despite current restrictions on the free move
ment of gold.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Mar. 31, 1932 Feb. 28, 1933 Mar. 29, 1933

$ .1390 $ .1398 $ .1408 $ .1394
.2680 .2090 .1532 .1525

4.8666 3.8100 3.4213 3.4200
.0392 .0394 .03949 .03929
.2382 .2381 .2389 .2384
.4020 .4040 .4048 .4029
.0526 .0518 .0512 .0513
.2680 .2015 .1758 .1751
.1930 .0755 .0834 .0846
.2680 .2045 .1818 .1810
.1930 .1940 .1954 .1929

1.0000 .9025 .8363 .8300
.9648 .5865 .5865 .5770
.1196 .0625 .0763 .0762

1.0342 .4750 .4750 .4775

.4985 .3305 .2063 .2140

.3650 .2888 .2590 .2580
.3313 .2913 .2938

Central Bank Rate Changes
On March 14 the Bank of Portugal lowered its dis

count rate from 6 %  to 6 per cent. On the 24th, the rate 
of the Austrian National Bank was reduced from 6 to
5 per cent.

Foreign Trade
Further reductions occurred in this country’s foreign 

merchandise trade during February, even after allow
ance for the usual seasonal changes. The value of exports 
declined to $100,000,000, the smallest for any month
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since the summer of 1904, and imports dropped to $83,- 
000,000, which with the exception of last July is also 
the smallest amount since 1904. Exports to South 
America were somewhat larger than a year ago, but 
exports to all other major geographical areas showed 
considerable declines. The accompanying diagram indi
cates the current low level of this country’s foreign 
trade in relation to the volume for a number of years 
past. As compared with the low points of 1921-1922, 
February 1933 exports were 60 per cent smaller, and im
ports were 53 per cent smaller.

During February all of the major export groups 
showed larger percentage decreases from a year ago 
than in the previous month. Exports of crude foodstuffs, 
chiefly grains, were valued at 62 per cent less than in 
February 1932. Part of this continued decline may be 
attributed to the present small European demand for 
any foreign grain, due to the comparatively large Euro
pean crops of last year. American exports of crude 
materials, of which raw cotton is the most important 
commodity, were down 40 per cent from a year ago. The 
largest reduction in exports of cotton continued to be in 
shipments to the Far East, where only 119,000 bales 
were taken in February of this year, compared with
467,000 bales in February 1932. Exports of finished 
manufactures and of semi-manufactures were 28 per 
cent less than a year ago.

Among the imports, the value of all of the leading 
groups except crude foodstuffs showed larger year to 
year declines in February than in the preceding month. 
The greatest declines, about 43 per cent, occurred in im
ports of semi-manufactures and of crude materials, 
reflecting large reductions in the quantity of raw silk 
and crude rubber imported. On the other hand, imports 
of manufactured foodstuffs, chiefly sugar, and of crude 
foodstuffs, principally coffee, showed declines of only 
about 20 per cent.

Corporation Earnings in 1932
The annual reports of 758 industrial and mercantile 

concerns now available indicate that these companies 
did not fully cover interest payments, taxes, and other 
charges, and consequently in the aggregate had a small 
deficit from 1932 operations. This deficit of $10,000,000

compares with net profits of $668,000,000 for the same 
companies in 1931 and with profits of $2,898,000,000 
in 1929.

Compared with 1931 the best record was that of the 
oil company group, which reported some net profit for 
1932, as against a large deficit in 1931. Profits of the 
tobacco companies were maintained close to the 1931 
level and were larger than in 1929, and eleven other 
groups of companies, including food and chemical con
cerns, also reported net profits for 1932. These profits, 
however, were more than offset by the deficits sustained 
by twenty other groups of companies. The largest 
deficits occurred in the so called heavy industries includ
ing principally the steel and automobile companies.

Net operating income of telephone companies dropped 
about 18 per cent in 1932, after having been maintained 
at a fairly high level in the two preceding years, and net 
earnings of the public utility companies declined 18 per 
cent following an 8 per cent reduction in the previous 
year. Net operating income of Class I railroads de
clined 38 per cent between 1931 and 1932, and after 
meeting fixed charges a considerable deficit is indicated.

(Net profits in millions of dollars)

Corporation group

No.
of

Cos. 1929 1930 1931 1932
OU.......................................................

Bakery products..............................
Miscellaneous food products.........
Chemicals and drugs......................

Confectionery..................................

Mining and smelting (excl. coal,
coke, and copper).......................

Printing and publishing.................

Leather and shoe............................
Office equipment..............................

Meat packing...................................
S ilk.....................................................
Heating and plumbing...................
Miscellaneous textiles...................

Electrical equipment......................

Motion picture................................

Household equipment....................

Building supplies.............................
Machinery....................................
Automobile parts and accessories 

(excl. tires)....................................

Steel...................................................
Coal and coke..................................
Railroad equipment.......................
Miscellaneous...................................

39
19
4

14
45 
32 
10 
12 
12

28
12
28
15 
12
9

14
12
10
27

7 
26
13
5

14
8

15 
19 
39
46

48
7

32
15
19
91

187.9
75.8
20.5
57.8

192.9
169.2

14.1
26.9
41.2

98.7
34.4

132.2
23.1
46.6
27.1
35.5

7 .4
18.8
17.7
4 .5

149.5
70.8
42.2

355.2
13.9
23.9 
11.7
65.6
77.1

88.2 
6 .7

385.4
9 .9

64.7
300.6

87.1
84.6 
21.3
50.0

175.7
139.5

7.7
25.2
38.7

52.5
28.3
86.6
12.4
28.1 

—  20.8
27.2 

—  2 .2
6.7  

—  11.3
1.4

96.0
14.9
26.9

173.6
9 .3
3.3  
0 .5

31.0
38.5

30.6 
4 .2

173.8
7.4

54.3 
169.5

—  49.5
84.6 
20.9
41.0

148.4
101.4 

2 .6
22.6
27.0

28.7
15.8 
75.3
11.0 
12.6

—  18.7
—  6.9
—  2 .5
—  7 .6
—  12.4

0.1
47.6

—  9 .0  
8.4

88.2
—  1.4
—  2 .4
—  2 .0
—  5 .6
—  7 .0

5 .6
—  1.4
—  13.9
—  1.0 

1.0
66.0

27.2
82.2
15.8
30.3 

102.6
66.8 

1.7
14.3 
16.5

16.8
4 .9

16.0
2.1
0

—  17.1
—  6.8
—  2 .7
—  9.9
—  22.0
—  1.3
—  15.3
—  21.6
—  3.9
—  49.9
—  3 .8
—  6 .5
—  7 .8
—  25.7
—  32.4

—  17.1
—  7.8  
— 147.3
—  14.0
—  12.5 

18.1

Total 35 groups.................. 758 2,897.7 1,672.5 667.5 —  10.1

Telephone (net operating income) 
Other public utilities (net earn-

104 278.4 270.7 273.1 224.3

65 394.3 360.9 332.7 272.0

Total public utilities.......... 169 672.7 631.6 605.8 496.3

Class I Railroads (net operating
167 1,274.6 884.9 537.9 334.3

—  Deficit

Production
During the first half of March industrial activity 

showed a rather pronounced decline, continuing at an 
accelerated rate the movement which had been apparent 
during the latter part of February, and which was prob
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ably associated to a considerable degree with the inter
ruption of banking operations. The activity in the 
automobile industry was reduced considerably and 
operations in the steel industry were reduced to a level 
only slightly above the low point of the summer of 1932, 
although in previous years the output of steel has 
usually approached a seasonal peak in March. Bitu
minous coal production also declined more than season
ally. On the other hand, the output of cotton goods 
appears to have been maintained near the February 
level. Toward the end of March, a gradual recovery of 
activity was reported in the automobile and steel 
industries.

During February, productive activity showed a small 
recession from the January level, and the seasonally 
adjusted index of industrial output computed by the 
Federal Reserve Board declined 1 point to 64 per cent 
of the 1923-25 average. Large increases in the produc
tion of bituminous and anthracite coal, and smaller in
creases in the steel, meat packing, cement, zinc, crude 
petroleum, wool, and tobacco industries were slightly 
more than offset by substantial declines in the produc
tion of automobiles and mill consumption of silk, and 
more moderate decreases in the output of lead, wheat 
flour, and lumber.

(Adjusted for seasonal variations and usual year-to-year growth)

1932 1933

Feb. Dec. Jan. Feb.

Metals
Pig iron ........................................................... 31 19 19 18
Steel ingots..................................................... 35 23 24 26
Lead................................................................. 48 35 41 35
Zinc.................................................................. 41 34 36 39
Tin deliveries................................................. 44 46 44

Automobiles
Passenger cars r ............................................. 25 r 33r 36r 25 r
M otor trucks r ............................................... 44r 51r 50r 29r

Fuels
Bituminous coal............................................. 65 67 56 66 p
Anthracite coa l.............................................. 66 83 65 7 5p
C oke................................................................. 46 40 39 39
Petroleum, crude.......................................... 74 60 67 70 p
Petroleum products...................................... 67 57 57

Textiles and Leather Products
Cotton consumption r .................................. 76 r 78 r 76r 77 r
Wool mill activity r ..................................... 76 r 80r 82r 86 r
Silk consumption r ....................................... 83r 72 r 70r 55r
Shoes................................................................ 91 91 90p

Foods and Tobacco Products
Livestock slaughtered.................................. 100 82 86 88
Wheat flour.................................................... 82 94 97r 93
Tobacco products......................................... 81 76 75 78

Miscellaneous
Cement r ......................................................... 54r 38r 34r 37r
Tires................................................................. 56 33 34
Lum ber............................................................ 26 25 28 23
Printing activ ity ........................................... 76 59 59
Newsprint paper........................................... 83 74 68 68

p Preliminary r Revised

In dexes o f B usiness A c tiv ity

During the first half of March, general business activity 
and the distribution of goods showed a considerable re
duction from the February level. In the Metropolitan 
area of New York, sales of the leading department stores 
were 24 per cent lower than a year ago, which represents 
a larger year to year decrease than that reported in 
February, although of about the same proportions as

the decreases in preceding months. Car loadings of 
merchandise and miscellaneous freight showed a rather 
large unseasonal decline, and electric power production 
was moderately reduced.

In February also the level of general business activity 
showed some recession from the previous month, accord
ing to this bank’s indexes. Declines after seasonal 
adjustment occurred in the railroad movement of mis
cellaneous and less than carload freight, foreign trade, 
and chain store sales. Department store sales for the 
country as a whole, however, were little changed after 
seasonal allowance.

(Adjusted for seasonal variations, for usual year-to-year growth, 
and where necessary for price changes)

1932 1933

Feb. Dec. Jan. Feb.

Primary Distribution
Car loadings, merchandise and misc........ 62 53 55 51
Car loadings, other....................................... 58 58 50 55

55 43 44 41p
65 57 54 47 p

Waterways traffic......................................... 43 40 47 45
Wholesale trade............................................ 80 85 82p 81p

Distribution to Consumer
Department store sales, 2nd Dist............. 80 68 64 p 66p
Chain grocery sales...................................... 73 64 62 61
Other chain store sales................................ 84 67 77 p 73 p
Mail order house sales................................. 76 61 65
Advertising..................................................... 66 52 51 50
Gasoline consumption.................................. 72 63 72
Passenger automobile registrations.......... 37 29p 45p

General Business Activity
Bank debits, outside of New York City.. 66 58 58 59
Bank debits, New York C ity..................... 62 53 50 p 59p
Velocity of bank deposits, outside of New

York C ity ................................................... 81 70 73 72
Velocity of bank deposits, New York City 70 48 44 52
Shares sold on N. Y . Stock Exchange. . . 82 57 49 53
Life insurance paid fo r ................................ 92 77 80p 75 p
Electric power................................................ 74 66 64 63 p
Employment in the United States........... 69 62 61 61
Business failures............................................ 114 99 100 101
Building contracts......................................... 26 23 25 17
New corporations formed in N. Y . State. 82 73 81 81
Real estate transfers.................................... 50 44

General price level*...................................... 136 128 127 124
Composite index of wages*........................ 192 174 173p 173p
Cost of living*............................................... 142 132 130 128

p Preliminary *1913 average=100

Employment and Payrolls
Employment and payrolls in New York State factories 

increased 2 per cent from the middle of January to the 
middle of February, according to data compiled by the 
State Department of Labor. These gains were of 
approximately the usual seasonal proportions. The in
creases in working forces and wage payments were most 
pronounced in the clothing industries, although some 
improvement was shown in most of the leading industrial 
groups except the food, metal, and machinery industries. 
The average weekly earnings of factory workers, at 
$20.95, were little changed from the previous month’s 
figure. Compared with the average earnings of 1929, 
however, the decline now amounts to $9.04, or 30 per 
cent. This decline has resulted partly from reductions 
in wage rates and partly from the increased prevalence 
of part time employment.

For the country as a whole, factory employment and 
payrolls, as measured by the Federal Reserve Board 
indexes, rose about 2 per cent from January to February.
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In employment the rise was equal to the usual seasonal 
increase, while payrolls showed somewhat less than the 
usual gain. Among the leading non-manufacturing in
dustries, however, declines were quite general in working 
forces and wage payments. Reductions were reported in 
wholesale trade, retail trade, building construction, 
power and light, and most branches of mining.

C o m m o d ity  Prices

Sizable advances occurred in the prices of almost all 
of the important basic commodities during the first part 
of March, but were offset in part by subsequent reaction
ary movements. Nevertheless, the average level of com
modity prices at the end of the month was somewhat 
higher than at the beginning. Cash wheat showed a net 
gain for the month of 6 ^  cents to 54%  cents a bushel, 
corn advanced 8 %  cents to 30%  cents a bushel, hides 
rose 1 %  cents to 6 cents a pound, and scrap steel rose 
75 cents to $9.25 a ton. More moderate net advances 
occurred in cotton, wool, sugar, zinc, tin, and silver. In 
livestock, silk, rubber, copper, and lead, reactions in the 
latter part of March approximately offset earlier gains.

The rise during March in the average level of whole
sale commodity prices brought the currently available 
weekly indexes to about the same level as at the end of 
January.

B u ild in g

The F. W . Dodge Corporation report indicated that 
total building contracts in 37 States during February 
were 37 per cent smaller than in January and 41 per 
cent less than the small volume in February 1932. The 
principal decline from January was in public works 
contracts, which were comparatively large in that 
month. Compared with a year ago all major categories 
of construction showed substantial declines.

During the first three weeks of March a continued 
decline of contract awards was indicated. The daily 
average value of contracts in that period was 14 per 
cent smaller than in February, which is in decided con
trast to the usual seasonal movement. The largest de
cline occurred in non-residential building other than 
public works and utilities.

D e p a rtm e n t Store T ra d e
The dollar volume of sales of reporting department 

stores in this district in February was 23 per cent below 
a year ago, but after adjustment for one less selling day 
than last year, it appears that sales showed the smallest 
decline compared with a year previous since last Septem
ber. Comparisons of average daily sales with a year ago 
showed improvement over recent months especially in the 
New York City, Bridgeport, and Westchester depart
ment stores. In Buffalo, Newark, Syracuse, Southern New 
York State, and Capital district department stores also, 
average daily sales showed somewhat smaller declines 
than in January. On the other hand, the declines in 
average daily sales of department stores in a few locali
ties and of the leading apparel stores were slightly larger 
in February than in the previous month.

For the first half of March, department stores sales in 
the Metropolitan area of New York averaged 24 per cent

below the corresponding period a year ago, a larger de
cline than in February, but one of about the same pro
portions as in the immediately preceding months.

Department and apparel store stocks of merchandise 
on hand February 28, at retail valuation, continued to 
shaw about the same substantial declines from a year 
ago as were shown in January. Collections during 
February of accounts outstanding at the end of January 
were slightly slower in 1933 than in 1932, both in depart
ment and apparel stores.

Percentage change from Per cent of
a year ago accounts

outstanding
January 31

Net sales collected in
Locality Stock February

on hand
Jan. end of

Feb. to Feb. month 1932 1933

— 20.3 — 22.1 — 25.3 40.0 39.8
— 30.5 — 29.3 — 31.2 38.3 37.3
— 37.2 — 33.9 — 28.2 43.2 41.1
— 21.1 — 20.4 — 27.9 25.3 23.5
— 27.9 — 28.0 — 20.8 40.7 37.6
— 18.8 — 26.9 — 14.9 31.9 26.6
— 25.2 — 25.7 — 16.3 31.8 31.4

Northern New York State. . . . — 37.6
Southern New York State........ — 22.9
Hudson River Valley District.. — 26.9
Capital district............................ — 29.6
Westchester.................................. — 18.0

All department stores............ — 22.6 — 23.8 — 24.7 38.8 37.6

Apparel stores.......................... — 23.0 — 19.2 — 31.1 39.5 38.4

W h olesa le  T ra d e
February sales of the reporting wholesale firms in 

this district averaged 23 per cent below a year ago, a 
somewhat larger decline than in January, but slightly 
less than in December. The February reductions were 
larger than those of January in sales of shoes, cotton 
goods, men’s clothing, jewelry, and machine tools. 
Smaller decreases in sales this month than last month 
were shown by stationery and diamond firms, while 
about the same declines occurred in sales of hardware, 
groceries, and paper. Aggregate sales of reporting drug 
firms continued substantially larger than a year ago, 
although the February increase was not as great as that 
reported in January. Yardage sales of silk goods, more
over, increased by about the same proportion in Febru
ary as in January.

Commodity

Percentage 
change 

February 1933 
compared with 
January 1933

Percentage 
change 

February 1933 
compared with 
February 1932

Per cent of 
accounts 

outstanding 
January 31 

collected 
in February

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1932 1933

Men’s clothing...............
Cotton goods..................

Machine tools**.............

Paper................................

—  9 .2  
+ 75 .7  
+  9 .7  
— 12.6* 
+ 13 .3  
— 15.5
—  8 .0  
— 51.9 
— 14.4
—  9 .0
—  3.5  
— 27.1

—  4 .6

+  10.6 
+  2.7*

+ i.i
+  8 .0

— 14.1
— 31.0
— 32.8
+  8.3*
— 47.0
+ 26 .9
— 29.9
— 59.6
— 24.9
— 30.3
— 37.9
— 50.7

—  9 .0

— 41.9 
— 18.0*

— 25.1
— 25.6

72.8
34.2
28.1
50.7 
31.1 
20.5
34.8

66'.6
46.9

} 15.8

74.2
33.5
27.8
56.0
28.1 
22.4 
36.1

51 .8 
37.7

} 16.5—  2.1
—  3.5

— 33.2
— 29.7

Weighted average. . . +  7 .3 — 22.6 45.2 45.3

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association
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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

PER 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  C o m b in e d , A d ju s t e d  f o r  S e a s o n a l  

V a r ia 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 )

BILLIONS OF DOLLARS

F e d e r a l  R e s e r v e  B a n k  C r e d i t  a n d  P r in c ip a l  
F a c t o r s  in  C h a n g e s  ( W e d n e s d a y  f ig u r e s ;  

l a t e s t  d a te  M a r c h  2 2 )

BILLIONS OF DOLLARS

Reserve Bank Credit (Wednesday figures for 
12 Federal Reserve Banks; latest 

date March 22)

MONTHLY REVIEW, APRIL 1, 1933

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

(Summarized by the Federal Reserve Board)

T HE course o f business in the latter part of February and the first half of 
March was largely influenced by the development of a crisis in banking, 

culminating in the proclamation on March 6 of a national banking holiday by 
the President of the United States. Production and distribution of commodi
ties declined by a substantial amount during this period, but showed some 
increase after banking operations were resumed in the middle of March.

P r o d u c t io n  a n d  E m p l o y m e n t

Volume of output at factories and mines, which usually increases at this 
season, showed little change from Jamiary to February, and declined con
siderably in the first half o f March. In the steel and automobile industries 
output decreased between the middle of February and the middle of March; 
subsequently some of the automobile plants which had been closed resumed 
operations, while activity at steel mills showed little change. In February 
output at cotton and woolen mills continued at the level prevailing in January, 
while at silk mills activity declined. Shoe production increased by more than 
the usual seasonal amount.

Reports from important industrial States indicate that factory employment 
increased between the middle of January and the middle of February, as is 
usual at this season.

Construction contracts awarded up to March 15, as reported by the F. W. 
Dodge Corporation, indicate that for the first quarter of the year the total 
value of contracts will show a considerable decline from the fourth quarter 
of 1932.

D is t r ib u t io n

Freight traffic, which usually increases at this season, showed little change 
from January to February, on a daily average basis, and declined considerably 
in the first two weeks of March. Department store sales in the country as a 
whole were at about the same rate in February as in January, but were sub
stantially smaller in areas affected by suspension of banking operations; early 
in March sales were sharply reduced but with the reopening of banks showed 
some increase.

W h o l e s a l e  P r ic e s

Wholesale commodity prices declined somewhat further in February. In 
the early part of March the commodity exchanges were closed; when they 
reopened on March 15 and 16, prices of grains, cotton, silk, nonferrous metals, 
hides, and sugar were substantially above those prevailing at the beginning 
of the month; subsequently prices of many of these commodities declined 
somewhat.

B a n k  Cr e d it

During February member banks in leading cities were subjected to with
drawals of deposits on a large scale, reflecting in part withdrawals of balances 
by interior banks from their city correspondents and in part withdrawals of 
currency by the public. As a consequence, net demand deposits of these banks 
declined by $1,306,000,000 during the month, and their time deposits by 
$360,000,000. In order to meet these withdrawals the banks reduced their 
loans by $539,000,000, partly through the sale of acceptances to the R eserv e  
Banks, and their investments by $363,000,000. They also increased consider
ably their borrowings at the Reserve Banks. March figures for member banks 
are incomplete.

At the Federal Reserve Banks the banking crisis manifested itself between 
February 1 and March 4 in a domestic demand for $1,833,000,000 of currency, 
including about $300,000,000 of gold and gold certificates, and in a foreign 
demand for about $300,000,000 o f gold. As a consequence, the reserve ratio 
of the Federal Reserve Banks declined from 65.6 per cent to 45.0 per cent. 
This reflected a loss of $655,000,000 in reserves and an increase of $1,436,- 
000,000 in Federal Reserve note circulation, offset in part by a decrease of 
$486,000,000 in deposit liabilities.

Between March. 4 and March 22, there was a return flow to the Reserve 
Banks of $558,000,000 of gold coin and gold certificates and of $319,000,000 
of other currency, and the reserve ratio advanced to 55.5 per cent. Discounts 
for member banks, which had increased to $1,432,000,000 by March 4, declined 
to $671,000,000 on March 22.

Money rates in the open market advanced during the banking crisis, and 
on the resumption of business after the banking holiday, rates were at con
siderably higher levels than those prevailing on March 3. Subsequently rates 
declined as more funds became available to the market. On March 3, the 
discount rate of the Federal Reserve Bank o f New York was raised from 2% 
to 3 y2 per cent, and on March 4 there was a similar increase at the Federal 
Reserve Bank of Chicago. The New York Reserve Bank’s buying rate on 
bills was raised by successive steps from y2 o f 1 per cent on February 26. 
for bills of the shorter maturities, to 3% per cent on March 3. On March 13 
the rate for these maturities was raised to 3 ^  per cent; subsequently the 
rate was reduced and on March 22 was 2 per cent.

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

April 1, 1933



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 Eeserve Agent Federal Eeserve Bank, New York May 1,1933

M o n e y  M a rk e t in A p ril

Further substantial improvement in the banking situa
tion has occurred during the past month, and has been 
reflected in conditions in the New York money market. 
The return flow of currency to the banks has continued; 
bank deposits have increased moderately; indebtedness 
of member banks at the Reserve Banks has been further 
reduced; bank reserves have shown a renewed increase ; 
and open market money rates have declined consider
ably. These movements have not been as rapid as in the 
latter part of March but have proceeded steadily 
throughout the month. In addition, considerable head
way has been made in strengthening the position of 
banks that were not licensed to resume full operations 
in March, and increasing numbers of these banks have 
been reopened as the month progressed.

Net receipts of currency at the Reserve Banks during 
April averaged approximately $100,000,000 a week, and 
by the end of the month the total return flow since the 
high point in March was well over $1,500,000,000. Thus 
all but about $400,000,000 of the increase in currency 
outstanding between the latter part of January and the 
early part of March had been canceled by the end of 
April.

The return flow of gold to the Reserve Banks con
tinued during April, though at a less rapid rate than in 
March. On April 5 an executive order was issued by the 
President requiring all holders of gold with certain ex
ceptions to return gold to the Reserve Banks, and pro
viding for the licensing of gold for export or for certain 
necessary trade uses. About the middle of the month a 
sudden weakening of dollar exchange led to applications 
by a number of banks for licenses to export gold. Licenses 
were granted for a little less than $10,000,000 of gold 
exports. On April 18, however, the granting of export 
licenses was terminated and on April 20 an executive 
order was issued modifying the terms of the order of 
April 5 and prohibiting gold exports except in the case 
of gold held under earmark for the account of foreign 
governments or foreign banks of issue or in certain other 
exceptional circumstances. Gold exports and earmarking 
were thus discontinued and dollar exchange showed an 
irregular depreciation in foreign exchange markets.

Member bank indebtedness showed a further reduction 
of more than $100,000,000 in the first week of April, but 
subsequently the repayment of borrowings proceeded 
slowly. Excluding the indebtedness of banks that have 
not been licensed to reopen, however, the total amount

of member bank borrowings at the Reserve Banks near 
the end of April was not greatly in excess of the volume 
during January, and was more than one billion dollars 
less than at the high point reached early in March.

Maturities of acceptances from Reserve Bank holdings 
also absorbed a moderate amount of funds during 
April, but member banks retained a considerable 
amount of additional funds in their reserves. As the 
accompanying diagram shows, member bank reserves 
near the end of April were more than $350,000,000 above 
the low point of March, but remained nearly 
030 below ^uaary level. Due to a s u , ... aai
reduction in the reserve requirements of member banks, 
which resulted from the rapid decline in deposits during 
February and early March, however, the present volume 
of member bank reserves is roughly $350,000,000 above 
requirements. This compares with approximately $600,- 
000,000 of excess reserves early in January.

The reserve position of the Federal Reserve Banks 
also has been strengthened further during the past 
month, and has now largely recovered from the effects 
of the banking crisis. The gold reserves of the System 
are considerably larger than before the bank holidays, 
due to the return of hoarded gold coin and gold certifi
cates, and reserve requirements have been reduced by 
the return flow of Federal Reserve notes to the Reserve
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Banks. Consequently, excess gold reserves of the 
Reserve System at the end of April were nearly as large 
as in January, and the ratio of total reserves to com
bined deposit and note liabilities was above 62 per cent, 
as compared with a ratio of less than 46 per cent on 
March 8 and 65 per cent on January 25.

The extent of the recovery in the banking situation 
since March 8, as compared with the changes which 
took place during the development of the banking crisis, 
is reflected in the following summary.

(In millions of dollars)
Jan. 25 Mar. 8 Apr. 26

Money in circulation.............................  5,611 7,538 5,994
F. R. discounts for member banks.. .  265 1,414 385
Member bank reserves.........................  2,513 1,776 2,136
Total reserves of F. R. Banks..........  3,460 2,809 3,619
Excess gold reserves of F. R. Banks. 1,472 440 1,428
Combined reserve ratio of F. R. Banks 65.4% 45.6% 62.7%

Accompanying these developments there has been a 
renewed movement of funds to New York from other 
localities, and as a result nearly half of the excess 
reserves of all member banks has again been concentrated 
in New York. This movement has been accompanied by 
a renewed increase in the balances carried by out-of- 
town banks with the principal New York City banks. 
Since early March this increase has amounted to more 
than $500,000,000, thus restoring more than half of the 
balances withdrawn prior to the bank holidays. The 
accumulation of out-of-town balances in New York indi
cates, however, that the actual ownership of idle funds 
concentrated in New York is widely distributed. A  
partial offset to the flow of bank funds to New York 
has occurred through a fairly substantial withdrawal 
of funds from New York by the Treasury for disburse
ment in other parts of the country.

Partly as a result of the increase in balances of out- 
of-town banks, the net demand and time deposits of 
New York City banks have increased more than $550,- 
000,000 further during the past month and are nearly 
$900,000,000 larger than in the first week of March. The 
total loans and investments of these banks showed little 
change until the last week of April, however. A  large 
part of the funds received was used to repay indebted
ness at the Reserve Bank incurred during the period of 
bank closings, and the balance remained idle in the form 
of excess reserves. In the last week of April, the first 
substantial increase in the total loans and investments of 
the New York City banks occurred. This increase 
amounted to $188,000,000 and included a $73,000,000 
increase in security loans, a $79,000,000 increase in other 
loans, and a $36,000,000 increase in investments, largely 
in Government securities.

Money Rates at New York

April 29, 1932 Mar. 31, 1933 April 29, 1933

Stock Exchange call loans....................... 2 ^ 3 1
Stock Exchange 90 day loans................. *2 2 *1
Prime commercial paper.......................... 3H -3  H 2 % -3 2 -2 ^
Bills— 90 day unindorsed......................... Vs 2 H
Customers’ rates on commercial loans.. 
Treasury securities

t4.38 f4 .79 f3 .88

Maturing September (yield)............... 0.53 0.83 0.32
Maturing December (yield)................

Federal Reserve Bank of New York re
0.96 1.09 0.52

discount rate..........................................
Federal Reserve Bank of New York

3 3 ^ 3

buying rate for 90 day indorsed bills W 2 2 2

* Nominal t Average rate of leading banks at middle of month

The accumulation of funds in New York during April 
has been accompanied by a considerable further decline 
in open market rates, as the preceding table shows. The 
general level of rates at the end of the month, conse
quently, was only slightly above that prevailing in 
January.

B il l  M a r k e t

The investment demand for bankers acceptances con
tinued to be in excess of the supply of bills offered to the 
market during the first part of April, accompanying the 
accumulation of excess reserves in the possession of the 
New York City banks. Accepting and discounting banks 
generally withheld new bills from the market, and at
tempted to purchase additional bills. Reflecting this 
situation and the consequent rapid decline in dealers’ 
portfolios, open market rates were reduced in four steps 
by a total of 1 %  per cent, the rate for 90 day unindorsed 
bills dropping from 2 per cent to Y2 per cent, as com
pared with the March high of 3 %  per cent and the 
February low of Yl per cent.

Beginning on April 20 the situation in the bill market 
changed temporarily. Moderately large selling of bills 
by banks to the discount market caused a rise in dealers’ 
portfolios, and open market rates were advanced Ys per 
cent late on the afternoon of the 20th. The bank selling 
of bills ceased shortly, however, and within a few days 
renewed buying of bills by the banks developed and 
the Ys Per cent advance was canceled by a corresponding 
decline on April 25. Dealers’ portfolios of bills showed 
an appreciable reduction following the temporary in
crease around April 20.

W ith the New York City banks holding surplus re
serves throughout the month, no bills were offered to 
the Reserve Banks, and as a result the bill portfolio of 
the System dropped $128,000,000 between the end of 
March and April 26, chiefly as a result of maturities of 
domestic bills, although there was also a reduction of 
$17,500,000 in foreign bills due to the repayment of the 
balance of the Federal Reserve Banks’ participation in 
the central bank credit to the Reichsbank.

C o m m e r c ia l  P a pe r  M a r k e t

Open market rates for commercial paper continued to 
decline in the first half of April, reaching a prevailing 
range for prime names of 2-2Yz per cent, as compared 
with a high point of 4Y2 per cent on March 15 and quo
tations of 1^ 4 -1 ^  per cent preceding the banking holi
day. For the balance of April there was no quotable 
change in market rates. Dealers generally reported that 
whatever amounts of new paper they were able to secure 
from commercial and industrial concerns were quickly 
absorbed by the bank investment demand.

The exceedingly short supply of open market com
mercial paper is indicated by reports from the dealers 
which showed the total outstanding on March 31 at 
$71,900,000, a decrease of 15 per cent from February 
and of 33 per cent from March 1932.

F oreign  E xch an ge

During April there was a sharp advance in foreign 
exchange quotations against the dollar, illustrated in the

M o n e y  R a t e s
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Movement of Dollar Exchange (Daily closing premium or 
discount from par, in terms of the French franc)

accompanying diagram which shows the premium or 
discount on the dollar from par, computed from quota
tions against the French franc at the close of each day 
since the first of this year. Quotations for the principal 
foreign exchanges, after holding fairly steady in the first 
part of April, rose suddenly during the Easter holidays 
abroad. The movement was checked temporarily for a 
few days by the granting of licenses for the exporting 
of gold from this country, but after announcement was 
made on April 19 that no further licenses would be is
sued by the Secretary of the Treasury for the export or 
earmarking of gold, with certain specific exceptions, 
foreign exchange rates advanced rapidly in terms of 
dollars. The discount on the dollar increased to 8 per 
cent on the 19th and to nearly 11 per cent by the 25th, 
showed some recovery, and then at the month-end a 
renewed decline carried the dollar to a 13%  per cent 
discount. Sterling had a net advance of 44 cents for the 
month, and there were corresponding advances in other 
foreign currencies which are indicated in the accom
panying table.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange April 30,1932 Mar. 31, 1933 April 29,1933

Belgium.............................. $ .1390 $ .1401 $ .1395 $ .1610
Denmark............................ .2680 .2010 .1531 .1720
England............................. 4.8666 3.6613 3.4225 3,8650
France................................ .0392 .03941 .03928 .04543
Germany............................ .2382 .2382 .2385 .2650

.4020 .4054 .4035 .4635
Italy.................................... .0526 .0517 .0513 .0596
N orway.............................. .2680 .1862 .1755 .,1980
Spain.................................. .1930 .0787 .0845 .0975
Sweden.............................. .2680 .1840 .1815 .2010
Switzerland....................... .1930 .1940 .1931 .2230

Canada.............................. 1.0000 .8938 .8275 .8769
Argentina.......................... .9648 .5865 .5770 .6579

.1196 .0685 .0762 .0800
Uruguay............................ 1.0342 .4800 .4775 .5300

Japan.................................. .4985 .3238 .2138 .2400
India.................................. .3650 .2745 .2580 .2912
Shanghai........................... .3075 .2901 .2425

G o ld  M o v e m e n t

During the month of April there was a gain of about 
$32,000,000 to the monetary gold stock of the United 
States, due principally to gold released from earmark

for foreign account and not exported. The total amount 
of gold released from earmark during the month was 
$34,200,000, of which only $7,000,000 was exported, 
$4,800,000 being shipped to Italy and $2,200,000 to 
England. In addition, there were gold imports of 
$4,800,000, largely at San Francisco, which included 
$3,000,000 from Japan, $1,000,000 from China, and 
$300,000 from Australia. Furthermore, about $10,000,- 
000 in bullion was added to the monetary gold stock from 
domestic sources.

These gains to the gold stock were partly offset by 
exports of $9,000,000 to France and $600,000 to Holland 
under licenses issued by the Secretary of the Treasury 
prior to the executive order of April 20 which prohibited 
the export or earmarking of gold except for certain 
specific types of transactions.

There was a further return flow of gold coin and gold 
certificates to the Reserve Banks and its effect on the 
reserves of the Federal Reserve Banks, in April as in 
March, was more important than that of foreign trans
actions. From March 29 to April 26, total gold reserves 
of the Reserve Banks increased $159,000,000 further, 
reaching a level $713,000,000 above that of March 8.

E x ecu tiv e  O rders R e la tin g  to  G o ld  

and F oreign  E x ch an g e  T ran saction s
Two executive orders relating to gold and foreign 

exchange transactions were issued by the President dur
ing April. The first, issued on April 5, required all 
persons to deliver on or before May 1, 1933 to a Federal 
Reserve Bank, or branch, or to any member bank of the 
Federal Reserve System, all gold coin, gold bullion, and 
gold certificates owned by them, with certain limited ex
ceptions. The order also authorized the Secretary of the 
Treasury to issue licenses for certain specified transac
tions in gold. The permitted transactions included the 
holding of gold required for legitimate and customary 
use in industry, profession, or art within a reasonable 
time; the holding of gold coin and gold certificates not 
exceeding $100 by any one person, and of gold coins hav
ing a special value to collectors; the holding of gold 
under earmark for foreign governments and foreign 
central banks; and the licensing of * ‘ other proper trans
actions”  not involving hoarding.

A  further order issued on April 20 prohibited until 
further order the earmarking of gold for foreign account 
and the export of gold coin, gold bullion, and gold cer
tificates, but authorized the Secretary of the Treasury to 
issue licenses for the export of gold previously earmarked 
for foreign governments and foreign central banks, and 
for certain other limited transactions. The full text of 
these executive orders is available in Circulars number 
1204 and 1214 issued by this bank.

C en tral B a n k  R a te  C h anges

On April 5 the National Bank of Rumania reduced 
its discount rate from 7 to 6 per cent.

Security  M a rk e ts

The announcement on April 19 of a virtually complete 
suspension of licenses for the export of gold was followed 
by a strong advance in stock prices and an increase in
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the volume of sales on the Stock Exchange to 5,100,000 
shares. The average rise in stock prices on that day 
amounted to 7 per cent and was followed by a further 
rise of 10 per cent in prices on the following day and a 
further increase in trading to 7,100,000 shares. There
after trading activity subsided gradually and price 
movements were irregular, until the closing day of the 
month when there was a renewed sharp advance. The 
abrupt rise in prices during the second half of April 
followed a gradual advancing tendency during the first 
h alf; net advances occurred on 9 of the 14 trading ses
sions during that period, and there was a total rise of 
about 14 per cent in the general level of stock prices. As 
a result, stock prices showed an aggregate rise of about 
42 per cent for the month, and the general level of prices 
reached the highest point since last September. A ll classes 
of stocks participated in the advance, although industrial 
shares had by far the greatest percentage rise, followed 
by railroad and public utility stocks in the order named. 
Bank stocks also recovered about 20 per cent, following 
the marked weakness of the two preceding months.

The bond market showed considerable diversity of 
price movements during April, especially in the move
ments of high grade and low grade bond issues. During 
the first half of the month, high grade bonds, including 
both United States Government and corporate issues, 
advanced gradually, while lower grade corporate bonds 
fluctuated irregularly, at first declining slightly and then 
recovering to about the level prevailing at the end of 
March.

Shortly after mid-month high grade corporation issues, 
shown in the next to the top line in the accompanying 
diagram declined to the lowest levels since last August, 
and Government bonds also declined, while the lower 
grade issues, as indicated by the third line in the dia
gram, advanced, accompanying the strong rise in stocks 
and commodities. The recession in high grade bonds was 
short lived, however, for within the next few days prices 
were up nearly to those of two weeks previous. Mean
while a continued advance occurred in the lower grade 
issues, especially in the low priced railroad issues. Dur
ing the latter half of the month, sales of bonds on the 
New York Stock Exchange increased considerably above 
the usual volume of trading.

For the month as a whole, the average price of United 
States Government bonds was little changed; Liberty 
Loan issues showed a net rise of %  point while Treasury 
bonds declined about y2 point. Currently available aver
ages of domestic corporation bonds showed net gains of
2 to 4 points, some reaching the level attained for a few 
days around the middle of March, and a number of the 
lower grade railroad bonds reached new high levels for 
the year. Foreign bonds showed considerable strength, 
accompanying the rise in foreign exchanges, and for the 
month as a whole were up about 2 points on the average.

N e w  F inan cin g
The total of new corporate and municipal securities 

publicly offered in April was somewhat above the very 
small amount floated in March, but the number of issues 
continued to be extremely small. The only sizable offer
ing was $26,000,000 of Edison Electric Illuminating Com
pany of Boston notes, part maturing in 6 months and 
part in 3 years.

United States Government financing in April included 
the flotation of four Treasury bill issues totaling $331,- 
000,000, partly to replace $230,000,000 of maturing issues 
and partly to provide some new funds. The average 
rate on Treasury bill sales continued to decline, the 
April 5 issue going at 1.35 per cent and the last two 
issues at about y2 per cent.

There was also an offering on April 24 of approxi
mately $500,000,000 of 2 %  per cent Treasury notes to 
be dated May 2 and to mature on April 15, 1936. This 
issue is to provide for a maturity of $239,000,000 of 
Treasury certificates of indebtedness on May 2 and for 
interest payments of about $6,500,000, and will supply 
some additional funds. Subscriptions to the new note 
issue, in amounts up to $10,000, and subscriptions for 
which payment in the maturing certificates of indebted
ness was offered were allotted in full.

In tern ation al M o v e m e n t of S h ort T e r m  F u n d s
According to data recently issued by the Department 

of Commerce, the movement of short term funds between 
the United States and other countries during 1932, 
although of considerably smaller magnitude than the 
exceptionally large movement of 1931, was similar in 
direction and character. Withdrawals of foreign funds 
from this country in 1932 amounted to $552,000,000, 
but were offset in part by a reduction of $181,000,000 
in American funds employed abroad, so that the net 
outward movement of funds was $371,000,000. The 
reported amounts of foreign funds in this country and 
of funds due from foreigners at the end of each year 
from 1929 to 1932 are shown in the following table.

The reduction in the amount of foreign funds in this 
country during 1932 occurred chiefly through the with
drawal of $291,000,000 in deposits with American banks 
and of $254,000,000 which had been employed in short 
term loans and investments in this market, consisting 
largely of investments in dollar acceptances and United 
States Treasury securities. Most of the foreign with
drawals occurred during May and June, and were closely 
associated with the large outward gold movement of 
that period. These withdrawals were the result of a 
decision on the part of certain foreign central banks 
to convert their remaining dollar assets into gold,
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together with some reduction in foreign commercial 
balances in this market.

The repayment of American funds employed abroad 
took place through a reduction of $135,000,000 in foreign 
short term loans and investments of American banks and 
a decline of $83,000,000 in dollar acceptances outstand
ing under credits granted to foreigners. Deposits with 
foreign banks showed an increase of $37,000,000 during 
the year. The smaller reduction in American funds 
abroad in 1932 than in the previous year resulted largely 
from the increasing difficulties encountered in obtaining 
repayments of foreign credits, in view of the prevalence 
of exchange restrictions in foreign countries and the 
limitations imposed by standstill agreements between 
debtors in Central Europe and their foreign creditors.

In the three years from the end of 1929 to the end 
of 1932, the amount of foreign funds in this country 
was reduced $2,124,000,000, or more than two-thirds. 
A t the end of 1932 such funds amounted to $913,000,000, 
which is less than the volume of American funds abroad, 
most of which, however, were not quickly available 
because of the financial unsettlement in foreign coun
tries. The very large withdrawal of foreign funds from 
the United States during 1930, 1931, and 1932 was 
accompanied by a net inward movement of about $100,- 
000,000 of gold. This indicates that, although there 
were at times large outflows of gold from this country, 
for the three year period as a whole the withdrawal of 
foreign funds was entirely offset by the excess of pay
ments due the United States on current commercial and 
financial transactions, together with repatriation of 
foreign obligations drawn in dollars, and the repayment 
of short term obligations to American banks.

Foreign funds in the United States have been further 
reduced during the current year, and it is believed that 
the balances which remain are close to the minimum 
required for the financing of recurring international 
commercial and financial transactions.

In millions of dollars

Dec. 31, 1929 Dec. 31, 1930 Dec. 31, 1931 Dec. 31, 1932

Due to Foreigners
Deposits........................ 1,662 1,640 1,025 734
Advances and over

drafts..................... 27 36 26 31
Short term loans, in

vestments, etc.......... 1,313 1,046 394 140
Acceptance credits.. . . 35 15 20 8

T ota l.......................... 3,037 2,737 1,465 913

Due from Foreigners 
Deposits........................ 210 294 113 150
Advances, overdrafts, 

loans, short term in
vestments ................. 523 629 677 542

Acceptance credits.. . . 884 879 449 366

T otal.......................... 1,617 1,802 1,239 1,058

Net Short Term Indebt
edness to Foreigners on 
Banking Account......... 1,420 935 226 145*

* Net indebtedness of foreigners

W o rld  P rod u ction  o f B asic  C o m m o d ities Since  

1865
This bank’s index of the world production of basic 

commodities, first presented in these pages for May 1931, 
has been carried back through 1865 and brought up to 
date. For the years 1865-1874, ten series of basic pro-
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duction were obtainable; beginning with 1875 the list 
was increased to 15, and by 1894 to 20 commodities; 
for 1900 and later years 30 items were used, composed 
of a group of 18 principal crops and a group of 12 
leading metals and minerals. The index numbers for 
the entire period on a 1910-1915 base are plotted in the 
accompanying diagram on a ratio scale in order to show 
proportionate fluctuations in the group indexes and the 
comparative rates of change in various periods.

The index of total basic production declined 16 per 
cent from 1929 to 1932, notwithstanding the stability 
during these years in the production of crops. This 
decline constitutes the most severe break in the upward 
trend of world production during the period for which 
the index has been computed, and the duration of the 
decline has been exceeded only in the world war period.

As the diagram indicates, the decline in the total index 
during the past three years has been due to an unprece
dented drop in the production of minerals and metals 
which has resulted from the world-wide depression. The 
decline in this group from 1929 to 1932 was approxi
mately 44 per cent. Production in this group of com
modities, as the diagram indicates, has increased much 
more rapidly than crop production during the past 68 
years, and a severe decline such as that which has 
occurred during the past three years has therefore 
become of increasing importance in its effects on the 
aggregate of productive activity.

The index of crop production, which includes such 
commodities as cotton, wool, rubber, silk, and tobacco, 
in addition to food crops, has shown nothing more than 
a halt in its upward trend during the past three years. 
Production of crops showed the principal decline during 
the world war, but subsequently has resumed an upward 
trend at least equal in rate to that which had been in 
progress for a long period of years prior to the war.

P rod u ction

The increase in the activity of several leading indus
tries which followed the termination of the bank holi
day in the middle of March continued at an accelerated 
rate during April. Operations in the steel industry, ac
cording to the Iron Age estimates, rose sharply to 25 per 
cent of capacity in the latter part of the month, as
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PER CENT

compared with a March low of 14 per cent, and for the 
first time since 1929 exceeded the previous year’s level, 
as the accompanying diagram shows. An expansion of 
output occurred also in the automobile industry, and a 
higher level of operations in the smaller industries manu
facturing steel products appears to be indicated by the 
reported increase in demand for steel by such industries. 
The production of bituminous coal and cotton goods 
showed declines during April, but the decrease in coal 
output was in accordance with the seasonal tendency.

Despite moderate gains in the latter part of March, 
productive activity for that month as a whole, as meas
ured by the Federal Reserve Board’s seasonally adjusted 
index of industrial production, showed a decline of 6 per 
cent from the February level. The index remained, how
ever, 3 per cent above the low point in the summer of 
1932. Large declines from February to March occurred 
in the output of the iron and steel, automobile, bitumi-

(Adjusted for seasonal variations and usual year-to-year growth)

1932 1933

Mar. Jan. Feb. Mar.

Metals
Pig iron ........................................................... 28 19 18 15
Steel ingots..................................................... 29 24 26 18
Lead................................................................. 50 41 35 39
Z in c.................................................................. 40 36 39 39
Tin deliveries................................................. 43 44 45

Automobiles
Passenger cars............................................... 19 36 25 19p
Motor trucks................................................. 30 50 29 26 p

Fuels
Bituminous coal............................................ 75 56 66 55p
Anthracite coa l............................................. 77 65 75 74p

44 39 39 35
Petroleum, crude.......................................... 73 67 69 71
Petroleum products...................................... 63 57 57

Textiles and Leather Products
Cotton consumption r .................................. 77 r 76r 77 r 76r
W ool mill activity r ..................................... 62r 82r 86r 56 r
Silk consumption r ....................................... 66r 70r 55r 61r
Shoes r ............................................................ 91r 90r 92r 84r

Foods and Tobacco Products
Livestock slaughtered................................. 90 86 88 60
Wheat flour.................................................... 85 97 88r lOOp
Tobacco products......................................... 77 75 78 67

Miscellaneous
Cement r ......................................................... 50r 34r 37r 37r
Tires................................................................ 47 34 33
Lumber........................................................... 31 28 23 25
Printing activity ........................................... 72 59 61
Newsprint paper........................................... 89 68 68 70

p Preliminary r Revised

nous coal, wool, shoe, meat packing, and tobacco products 
industries. On the other hand, the activity of the flour 
milling, lead, and silk industries showed sizable gains.

In dexes o f B usiness A c tiv ity

Following a substantial recovery during the latter part 
of March, the level of trade and general business activity 
showed some additional rise in the first half of April. 
The movement of merchandise and miscellaneous freight 
over the railroads increased more than seasonally, while 
shipments of bulk materials did not show the usual sea
sonal recession. Department store sales in the Metro
politan area of New York, which had shown a consider
ably smaller year to year decline in the second half of 
March than in the first half of the month, were only
6 per cent below a year ago during the first half of 
April, due partly to the fact that Easter buying this year 
was deferred until April. Moreover, an increase was re
ported in retail sales of automobiles, and the production 
of electric power continued to rise moderately.

The average level of general business activity for 
March as a whole was substantially lower than in Febru
ary, according to this bank’s seasonally adjusted indexes. 
The adverse effect of the suspension of bank operations 
upon retail trade was reflected in large declines through
out the country in sales of department stores, chain 
stores, and mail order houses. A  considerable falling off 
in the movement of goods to manufacturers and mer
chants during this period was indicated by declines in 
railroad car loadings and waterway traffic. Declines 
occurred also in the indexes of advertising, life insurance 
sales, and electric power production. Sales of depart
ment stores in this district were better maintained than 
in other sections of the country, and showed considerable 
improvement in the latter part of the month, so that the 
seasonally adjusted index for the month as a whole 
showed no change from the February level.

(Adjusted for seasonal variations, for usual year-to-year growth, 
and where necessary for price changes)

1932 1933

Mar. Jan. Feb. Mar.
Primary Distribution

Car loadings, merchandise and misc........ 58 55 51 48
Car loadings, other...................................... 60 50 55 47

51 44 41 39p
65 54 48 50p

Waterways traffic......................................... 40 47 45 40
Wholesale trade............................................ 81 82p 81p 82p

Distribution to Consumer
Department store sales, 2nd Dist............. 77 64 66 66
Chain grocery sales...................................... 72 62 61 59
Other chain store sales................................ 75 77 73 65
Mail order house sales................................. 59 65 68 53

62 51 50 45
Gasoline consumption.................................. 73 72 61
Passenger automobile registrations.......... 27 39p 30 p

General Business Activity
Bank debits, outside of New York City.. 62 58 59 **
Bank debits, New York C ity .................... 60 50p 59p **
Velocity of bank deposits, outside of New

York C ity ................................................... 77 73 72 **
Velocity of bank deposits, New York City 68 44 51r **
Shares sold on N.̂  Y. Stock Exchange. . . 72 49 53 59
Life insurance paid fo r ................................ 80 80p 75p 62 p
Electric power............................................... 73 64 63p 61p
Employment in the United States........... 68 61 61 58
Business failures........................................... 121 100 101 77
Building contracts........................................ 21 25 17 12
New corporations formed in N. Y. State. 78 81 81 64

General price level*...................................... 137 127 124 124
Composite index of wages*........................ 190 173 172p 170p
Cost of living*............................................... 141 130 128 127

p Preliminary r Revised * 1913 average=100 ** Data not available
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Prices of important basic commodities rose consider
ably during the past month, especially during the period 
in which the foreign exchanges were rising rapidly. The 
extent of the rise is illustrated by the accompanying 
diagram, which shows fluctuations over the past year in 
four important commodities. The cash price of wheat, 
which in December had fallen to 43 cents a bushel, 
advanced substantially to 72 cents, partly in reflection 
of an estimated winter wheat crop of only 334,000,000 
bushels, which is the smallest since 1904. A t the April 
peak the price of wheat was the highest in more than a 
year. Spot cotton rose as high as 7.65 cents a pound, 
as compared with a low of 5.70 cents in December and 
of 5.00 cents last June. Certain other agricultural and 
imported commodities, including corn, sugar, silk, rub
ber, and hides, showed substantial advances.

Prices of some of the non-agricultural commodities 
also rose considerably in April. One of the largest in
creases was in the price of silver, which is shown in the 
diagram; this commodity has risen from the record low 
point of 24 cents an ounce in December to 37 cents in 
April. Another notable increase was in the price of 
scrap steel, a commodity sensitive to conditions in the 
steel industry, which rose to $10.50 a ton, the highest 
since October 1931. Among other non-agricultural com
modities substantial increases occurred in prices of cop
per, lead, zinc, and tin.

Notwithstanding the rapid rise in prices of a number 
of important basic commodities, price indexes which in
clude a large number of other commodities have thus 
far shown comparatively little advance. The Bureau 
of Labor Statistics weekly index of wholesale commodity 
prices, for example, was only 1.3 per cent higher on 
April 22 than at the low point of March 4.

Foreign T rad e

This country’s foreign merchandise trade in March 
showed a considerable gain over the low level of the 
previous month, which in the case of imports was 
slightly more than the usual seasonal increase between 
these two months, while in the case of exports it was

C o m m o d i t y  P r i c e s slightly less than usual. Exports, valued at $108,000,000, 
were 30 per cent smaller than a year ago; imports, 
amounting to $95,000,000, were 28 per cent less than a 
year ago, the smallest decrease since February 1932.

Exports of semi-finished manufactures were down 
only 20 per cent from a year ago, and exports of fin
ished manufactures also showed a smaller decrease than 
in February. In crude materials there was a decrease 
of 42 per cent, a larger decline than in the previous 
month, which is partially explained by continued large 
reductions in the demand for American cotton from 
China and Japan and by a considerable decrease in the 
European demand. Exports of crude foodstuffs again 
showed a very large decline from a year ago— 59 per 
cent.

Among the imports all of the major groups except 
crude foodstuffs showed smaller reductions from a year 
previous than in February. The smallest decline was in 
imports of manufactured foodstuffs, which were 13 per 
cent below last year. The value of imports of crude 
materials, chiefly rubber and raw silk, however, re
mained 34 per cent less than in March 1932. The quan
tities of crude rubber and raw silk received were below 
a year ago by 34 and 43 per cent, respectively.

E m p lo y m e n t and P ayrolls
For the country as a whole a large reduction in work

ing forces and wage payments in manufacturing indus
tries occurred during the period from the middle of 
February to the middle of March, contrary to the usual 
seasonal tendency. The Federal Reserve Board’s sea
sonally adjusted index of factory employment declined
5 per cent, and the index of payrolls fell 9 per cent, after 
allowance for seasonal changes. These declines reduced 
the employment index to a level 3 per cent under the low 
point reached in the summer of 1932, while the payroll 
index was 11 per cent under the 1932 low. After taking 
account of the usual seasonal changes, employment was 
reduced also in all of the non-manufacturing industries 
which report currently to the Bureau of Labor Statistics, 
including mining, building construction, public utilities, 
and wholesale and retail trade. In view of this wide
spread decline in working forces, which apparently was
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due largely to the suspension of banking facilities, it is 
probable that the number of workers without employ
ment, estimated by the American Federation of Labor at
12,980,000 in February, was increased further to a new 
high figure of well over 13,000,000 in March. Although 
no information is available for the period since the mid
dle of March, some increase in employment has probably 
occurred in keeping with the recovery in the activity of 
industry and trade.

B u ild in g

The total value of building contracts, as reported by 
the F . W . Dodge Corporation, increased 14 per cent 
between February and March, owing in part to the longer 
month and in part to a seasonal increase in residential 
building contracts. There was a considerable decline in 
the first half of the month, and although an increase 
occurred subsequently, residential contracts showed less 
than the usual increase over February, and contracts for 
public works and utilities and other non-residential con
struction declined, in contrast to the customary advance. 
As compared with a year ago, March contracts were 47 
per cent smaller, and the total for the first quarter of the 
year showed a reduction of 31 per cent. The first quarter 
total for public works and utilities was only 6 per cent 
less than in 1932, but other non-residential building was 
reduced by 34 per cent, and residential contracts were 
reduced by more than one-half.

During the first three weeks of April residential build
ing showTed considerably more than the usual seasonal 
increase, but public works and utility projects were re
duced, instead of increasing seasonally. As a result the 
daily average amount of total contracts awarded was 
slightly below the March average.

D e p a rtm e n t Store T rad e

March sales of the reporting department stores in this 
district were 21 per cent below a year ago, a slightly 
smaller decline than the average for recent months de
spite the lack of banking facilities in the early part of 
the month, and the late date of Easter which delayed 
until April the Easter buying which last year was done 
in March. On an average daily basis, the decline in sales 
was somewhat larger than in February but slightly less 
than in January and the two preceding months. The 
declines in average daily sales of the New York, Buffalo, 
Newark, Bridgeport, Northern New York State, Hudson 
River Yalley, and Westchester department stores were 
somewhat larger than those reported in February, but 
the decrease shown by the reporting Syracuse depart
ment stores was the smallest in over a year, and the 
reduction in sales of the Rochester and Capital District 
stores was slightly smaller than in the previous two 
months. Sales of the leading apparel stores, however, 
declined by an unusually large percentage, probably 
due at least in part to the late Easter trade.

Department store sales in the Metropolitan area of 
New York for the first half of April were only 6 per 
cent below a year ago, the smallest year to year decrease 
to be reported since the summer of 1931. Although this 
favorable comparison was largely the result of Easter 
buying, which last year occurred in the preceding month,

it appears to indicate a continuance of the improvement 
noted in the latter part of March.

Department and apparel store stocks of merchandise 
on hand March 31, at retail valuation, continued to show 
substantial reductions from a year ago. March collec
tions were slightly slower than in the previous month 
or in March 1932, possibly as a result of the bank 
holidays.

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
February 28 
collected in 

March
Net sales

Stock 
on hand 
end of 
monthMar.

Jan. 
to Mar. 1932 1933

— 20.0 — 21.3 — 26.1 43.0 38.5
— 28.5 — 29.1 — 34.8 40.2 37.9
— 28.8 — 32.2 — 27.2 40.3 37.7
— 15.0 — 18.6 — 29.1 24.8 23.9
— 24.7 — 26.8 — 22.7 39.2 36.3
— 22.6 — 25.4 — 17.2 31.1 27.4
— 23.8 — 25.1 — 17.9 29.6 25.4

Northern New York State. . . . — 35.3
Southern New York State........ — 18.7
Hudson River Valley District.. — 25.3
Capital District........................... — 24.8
Westchester District.................. — 31.8

All department stores................ — 21.3 — 22.9 — 25.8 39.7 36.0

Apparel stores.............................. — 31.3 — 24.0 — 27.5 39.6 35.4

W h olesale  T ra d e
In March, sales of the reporting wholesale firms in this 

district averaged 20 per cent below a year ago, a some
what smaller decline than in February. Grocery firms 
reported the smallest decline in sales since June 1930 and 
hardware concerns showed the smallest decrease in over 
a year. In addition, smaller year to year declines than 
in February were indicated in sales of stationery, shoes, 
cotton goods, men’s clothing, and jewelry. Sales of drugs 
and silk goods, on the other hand, showed declines from 
a year ago, following increases in February, and sales 
of paper and diamonds were somewhat further below 
a year ago than in the previous month.

Stocks of merchandise on hand at the end of March, 
although substantially below a year ago in most lines, 
did not show quite as large declines as in February, 
except in the case of diamonds. Collections in March of 
accounts outstanding at the end of February averaged 
the same in 1933 as in 1932.

Commodity

Percentage 
change 

March 1933 
compared with 
February 1933

Percentage 
change 

March 1933 
compared with 

March 1932

Per cent of 
accounts 

outstanding 
February 28 
collected in 

March

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1932 1933

Men’s clothing...............
Cotton goods.................

Machine tools**............

Paper................................

+ 25 .2  
+ 3 6 .0  
+  9 .7  
+  5.0* 
+ 47 .4  
—  6.1 
+ 37 .9  
— 11.8 
+  6 .4  
+  8.9 
—  3.6  
+ 4 8 .7

+  1.9

+  4 .2
—  6.4*

—  0 .8  
+  1.1

—  1.8 
— 19.2 
— 28.4 
—  6.0* 
— 39.3 
— 23.8 
— 17.4 
— 58.9 
— 21.2 
— 32.7 
— 43.1 
— 47.1

—  6 .2

— 40.0
— 16.4*

— 23.7
— 24.8

81.9
34.6
27.8
56.0 
41.2
25.4
37.0

70.4
54.0

} 12.8

86.4 
35.2
25.1
62.9
33.9
19.2
36.4

57.0
41.9

} 13.9—  4 .0  
+  2.1

— 36.6
— 26.8

Weighted average. . . + 2 2 .6 — 19.8 50.0 50.0

* Quantity not value. Reported by Silk Association of America
** 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 = 1 0 0  per cent)

Federal Reserve Bank Credit and Principal 
Factors in Changes (Wednesday figures; 

latest date April 19)

BILLIONS OF DOLLARS

Reserve Bank Credit (Wednesday figures for 
12 Federal Reserve Banks; latest 

date April 19)
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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

(Summarized by the Federal Eeserve Board)

P RODUCTION and distribution of commodities, which declined during the 
latter part of February and the early part of March, increased after the 

middle of the month. The return flow of currency to the Reserve Banks, 
which began with the reopening of banks on March 13, continued in April. 
Following the announcement by the President on April 19 that the issuance 
of licenses for the export of gold would be suspended, the value of foreign 
currencies in terms of the dollar advanced considerably, and there was in
creased activity in the commodity and security markets.

P r o d u c t io n  a n d  E m p l o y m e n t

Production at factories and mines decreased from February to March, 
contrary to seasonal tendency, and the Board’s seasonally adjusted index 
declined from 64 per cent of the 1923-25 average to 60 per cent, compared 
with a low level of 58 per cent in July 1932. At steel mills there was a 
decline in activity from an average of 20 per cent of capacity in February 
to 15 per cent in March, followed by an increase to more than 20 per cent 
for the month of April, according to trade reports. In the automobile industry 
where there was also a sharp contraction in output when the banks were 
closed, there was a rapid increase after the reopening of banks. From Feb
ruary to March, production in the food and cotton textile industries showed 
little change in volume; activity in the woolen industry declined sharply, 
and there was a reduction in daily average output at shoe factories. At 
lumber mills activity increased from the low rate of February, while output 
of bituminous coal declined by a substantial amount,

The volume of factory employment and payrolls showed a considerable 
decline from the middle of February to the middle of March. Comprehensive 
figures on developments since the reopening of banks are not yet available.

Value of construction contracts awarded in the first quarter, as reported 
by the F. W. Dodge Corporation, was smaller than in the last quarter of 
1932 by about one-third.

D is t r ib u t io n

Volume of freight car loadings, on a daily average basis, declined from 
February to March by about 7 per cent, reflecting in large part a substantial 
reduction in shipments of coal. Shipments o f miscellaneous freight and mer
chandise, which usually increase at this season, declined in the early part of 
March and increased after the middle of the month. Department store sales, 
which had declined sharply in the latter part o f February and in the first 
half o f March, increased rapidly after the reopening of banks.

W h o l e s a l e  P r ic e s

Wholesale prices of leading commodities fluctuated widely during March 
and the first three weeks of April. In this period grain prices increased 
sharply and prices of cotton, hides, nonferrous metals, pig iron, scrap steel, 
and several imported raw materials advanced considerably. During the same 
period there were reductions in the prices of rayon, petroleum, and certain 
finished steel poducts.

B a n k  Cr e d it

Currency returned rapidly to the Reserve Banks and the Treasury fo l
lowing the reopening of the banks, and on April 19, the volume of money in 
circulation was $1,500,000,000 less than on March 13, when the peak of 
demand was reached. Funds arising from the return flow o f currency were 
used to reduce the Reserve Banks’ holdings of discounted bills by $1,035,- 
000,000, and their holdings of acceptances by $200,000,000; at the same time 
member bank reserve balances increased by $390,000,000. As a result of the 
decline in Federal Reserve note circulation and an increase in Federal Reserve 
Bank reserves, chiefly through the redeposit o f gold and gold certificates, the 
reserve ratio of the twelve Federal Reserve Banks combined advanced from 
46.5 per cent on March 13 to 61.5 per cent on April 19.

Deposits of reporting member banks in New York increased rapidly after 
the reopening of the banks, and on April 19 net demand deposits were 
$620,000,000 larger than on March 15, reflecting in part an increase of 
$380,000,000 in bankers9 balances, as funds were redeposited by interior banks.

Money rates in the open market, after a temporary advance in the early 
part of March, declined rapidly, but were still somewhat higher than early 
in February. By April 21 rates on prime commercial paper had declined from 
4% per cent to a range of 2-21/J per cent; rates on 90-day bankers acceptances 
from 3% per cent to % of one per cent, and rates on renewals of call loans 
on the Stock Exchange from 5 per cent to one per cent.

On April 7 the discount rate of the Federal Reserve Bank of New York 
was reduced from 3y2 to 3 per cent. The bank’s buying rate on 90 day 
bankers acceptances was reduced from 3 y2 per cent on March 13 to 2 per 
cent on March 22.
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M o n e y  M a r k e t I n  M a y

The supply of funds in the New York money market 
has remained moderately large during most of the past 
month, and a fairly substantial expansion in the loans 
and investments of the principal New York banks has 
occurred. Reports which have been made available re
cently by the Federal Reserve Board indicate that in 
other principal cities also there has been a small expan
sion of member bank credit since the bank holidays.

In the principal New York City banks the total volume 
of loans and investments showed little change from early 
March until after the third week of April, but since that 
time has shown a net increase of approximately $350,- 
000,000. Holdings of United States Government securi
ties have increased $148,000,000 further, security loans 
have increased $125,000,000 following a considerable de
cline in the preceding month, and other loans have shown 
a further rise of $89,000,000. Loans of New York banks 
to security brokers and dealers, which include dealers in 
Government securities as well as stock brokers and other 
security dealers, increased $177,000,000 between April 
19 and May 24, a considerably larger increase than oc
curred in their total security loans. This appears to indi
cate some further repayment of borrowings against 
securities by other customers. A  considerable part of 
the increase in other loans of these banks probably repre
sents an increase in holdings of bankers acceptances and 
loans against acceptances held by dealers, accompanying 
a decline in Federal Reserve holdings of acceptances. 
The increase in the Government security holdings of New 
York member banks occurred largely at the time the new 
Treasury note issue was sold on May 2.

The data which have been made available recently for 
member banks in 89 cities outside of New York indicate 
a moderate increase in the total loans and investments 
of those banks since the early part of March, which is in 
contrast to the decline during the preceding four months. 
Most of the increase, however, occurred immediately 
after the reopening of the banks and there has been only 
a small increase since the middle of March. The security 
loans of these banks have declined further during the 
past two months, but investments in Government securi
ties have increased considerably. Changes in the loans 
and investments of weekly reporting banks since March 8 
are summarized in the following table.

(In millions of dollars)

N. Y. City Other Cities Total

Loans
On securities.......................................... —  5 — 106 — 1 1 1

+171 —  18 +153

+166 — 124 +  42

Investments
U. S. Government securities............... +198 +338 +536
Other securities...................................... +  10 +  13 +  23

+208 +351 +559

Total loans and investments.. . . +374 +227 +601

The recent increase in member bank credit is shown 
in the accompanying diagram in relation to the move
ment preceding the bank holidays. The generally 
lower level since the bank holidays is due to a consider
able reduction in the number of banks represented by 
the data. As the diagram also shows, the increase in 
deposits since the early part of March has been much 
more rapid than the increase in loans and investments. 
This is due to the rapid return flow of currency to the 
banks, the proceeds of which have been used largely to 
retire Federal Reserve credit which was called into use 
during the banking crisis.

The return flow of currency to the banks has continued 
during the past month, though at a somewhat diminished 
rate. In the four weeks ended May 24 the reduction in

BILLIONS
OF D O L L A R S

Loans and Investm ents and N et Demand and Tim e D eposits o f 
W eekly R eporting M em ber Banks in Leading Cities (Data 

beginning March 8, 1933 are for 90 cities as com pared rvlth 
101 cities prev iou sly ; consequently are not d ircctly  

com parable with previous data)
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the amount of currency outstanding was approximately 
$200,000,000. The retirement of Federal Reserve credit 
during that period was of approximately the same 
amount, so that the growth of member bank reserves 
which had been in progress from early March to the 
third week of April was checked for a time. An addi
tional $73,000,000 of Reserve Bank loans to member 
banks was repaid, and the amount of loans outstanding 
was reduced to a little over $300,000,000, as compared 
with a high point of more than $1,400,000,000 early in 
March. In addition, Federal Reserve Bank holdings of 
acceptances were reduced $135,000,000 through 
maturities.

The retirement of Federal Reserve credit proceeded 
faster than the return of currency for a short time, and 
in addition some funds were taken out of the money mar
ket through Treasury operations, and the reserve require
ments of member banks increased considerably as a result 
of the increase in deposits. Consequently, excess reserves 
of member banks, which in the third week of April rose 
above $400,000,000, declined early in May to around 
$300,000,000. Subsequently there was little change until 
the latter part of May, when a rise to above $375,000,000 
occurred. A t that time the decline in the amount of 
Federal Reserve credit outstanding was more than offset 
by the further return flow of currency and Treasury 
expenditures. The bill holdings and discounts of the 
Reserve Banks continued to decline, but holdings of 
Government securities were increased $25,000,000 
through new purchases. In the last few days of the 
month a moderate shrinkage again occurred, due to 
currency requirements for the month-end and the 
Memorial Day holiday.

M o n e y  R a t e s

For a short time from the early part of May until 
around the middle of the month funds were not quite as 
plentiful in the New York money market as in the latter 
part of April, but during most of the month a moderate 
surplus of funds was available. Excess reserves of the 
principal New York banks, which in the latter part of 
April had risen to around $200,000,000, were nearly 
eliminated for a few days, and for the first three weeks 
of May remained below $100,000,000. There was prac
tically no change in money rates, except for a brief rise 
in yields on short term Government securities, but the 
demand for short term paper such as bankers acceptances 
was less active for a time. Near the close of the month 
conditions were easier accompanying a further accumu
lation of funds which carried excess reserves in New 
York to around $150,000,000, and yields on short term 
Government securities showed some decline as compared 
with a month previous. Open market commercial paper 
rates and average rates charged by the large New York 
banks on prime commercial loans to customers declined 
slightly further during May. Effective May 26 the dis
count rate of the Federal Reserve Bank of New York 
was reduced from 3 to 2 %  per cent.

Money Rates at New York

May 31, 1932 Apr. 28, 1933 May 31, 1933

Stock Exchange call loans....................... 2 K 1 1
Stock Exchange 90 day loans................. n y 2 * 1 * M -l
Prime commercial paper.......................... 2 K - 3 2 - 2  H 2
Bills— GO day unindorsed.........................
Customers’ rates on commercial loans..

Vs V2 lA
f 4 . 1 0 f3 .88 f 3 .55

Treasury securities
Maturing September (yield)............... 0 . 1 0 0.32 0.16
Maturing December (yield )............... 0 .28 0.52 0.18

Federal Reserve Bank of New York re
discount rate........................................... 3 3 2 ^

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. 2 H 2 2

* Nominal f  Average rate of leading banks at middle of month

B i l l  M a r k e t

During the first half of May the bank investment de
mand for bills was not as large as the supply that came 
into dealers’ hands, reflecting the reduction in excess 
reserves of the New York City banks to a small amount 
early in the month. Despite the increase in their port
folios, however, bill dealers made no change in the rates 
which had been established on April 25. In the second 
half of the month, there wras a renewed accumulation of 
excess reserves in the City banks, and coincidentally bank 
buying of bills increased and offerings to the discount 
market declined, with the result that the amount of bills 
held in dealers’ portfolios was reduced considerably. 
Open market rates remained the same toward the close 
of May as at the opening, 90 day unindorsed bills being 
offered at y2 per cent.

Maturities of bills reduced Federal Reserve holdings 
by an additional $135,000,000 in the period from April
26 to May 24, and it is probable that the holdings of the 
accepting banks and bankers showed a considerable net 
increase over the $404,000,000 of bills held at the end of 
April, due to the retention or purchase of new bills.

The volume of bankers bills outstanding on April 30 
amounted to $697,000,000, an increase of about 4 per cent 
over a month earlier, whereas there is usually a seasonal 
decrease during April in the amount outstanding. The 
rise in April of this year reflected increases in all classi
fications of acceptance transactions.

C o m m e r c i a l  P a p e r  M a r k e t

Early in May open market rates for prime commercial 
paper declined somewhat further to a prevailing range 
of 2- 2%  per cent. Subsequently some choice paper of 
short maturity appeared in the market priced at 1 %  
per cent and was reported to have been absorbed readily. 
By the middle of the month the bulk of the usual grade 
of paper was moving at 2 per cent, with other transac
tions in 4 to 6 month maturities at 2^4 per cent and 
some sales of choice short paper continuing to be made 
at 1 %  per cent, Throughout the month the market was 
very quiet due to the fact that dealers were not able to 
obtain sufficient new paper from potential borrowers to 
meet the existing good investment demand coming from 
the banks.

The narrow limits of the commercial paper market are 
reflected in the total volume of paper outstanding, which 
had shrunk to $64,000,000 on April 30, the latest date 
available. This amount was 11 per cent less than a month 
earlier and 42 per cent less than in April 1932.
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During May the general trend of stock prices continued 
upward, although the extent of the rise was less than in 
April. The advance was by no means continuous, but 
each period of decline extending for a few days was 
followed by a period of rise which carried the stock price 
averages to levels equaling or exceeding the previous high 
point. The volume of trading was even larger than in 
the second half of April, and the average daily turnover 
on the New York Stock Exchange was over 4 million 
shares, which is three or four times the average volume 
in several months previous to April.

The net rise for the month of May as a whole was about 
18 per cent, which brought the total recovery in stock 
prices from the February low to about 77 per cent. As a 
result, the general level of stock prices around the close 
of May was somewhat higher than at the culmination of 
the July to September rise last year. In the industrial 
and railroad groups of stocks the recovery has been of 
such extent as to raise average quotations about 10 per 
cent above the highest levels of last September, but the 
recovery in public utility shares has been considerably 
less, and prices in that group have not regained the level 
of January 1933.

Prices of domestic bonds advanced steadily during 
May, showing greater increases than in April and mov
ing more consistently upward than stock prices, as the 
accompanying diagram indicates. The lower grade cor
poration issues showed the largest advances, and the cur
rently available daily bond averages, which include some 
of these issues as well as some high grade issues, rose 
about 8 points and broke through the previous highs of 
the year reached in J anuary. The extent of the rise from 
the March lows averaged around 16 per cent, and ran as 
high as 33 per cent or more in the low grade issues. 
Nevertheless, the commonly used averages, such as the 
Standard Statistics Company daily index of 60 bonds 
shown in the diagram, remained slightly below the peak 
of the rise in the summer of 1932.

Highest grade domestic corporation issues were also 
consistently firm to strong, but as the top line in the

S e c u r i t y  M a r k e t s
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diagram indicates, these issues remained about two points 
on the average below the level reached in January and 
early February. United States Government bonds, after 
showing very little net change in April, rose considerably 
in May, reaching the highest level since mid-February. 
Liberty Loan issues advanced about 1 point and the 
long term Treasury bonds about 2%  points.

Foreign bonds rose somewhat further in the first part 
of May, declined during the middle of the month, and 
then resumed the advance. A  sharp decline in German 
issues around the middle of May was only partly re
covered by the close of the month.

N e w  F inancing

Offerings of new securities continued in very small 
volume during May. State and municipal flotations 
showed a tendency to increase over the two previous 
months, but as there was a complete absence of corporate 
financing, the total of new security offerings was about 
the same as in April.

Aside from the Treasury note issue dated May 2, which 
was offered on April 24, Treasury financing during May 
included 5 issues of 91 day Treasury bills, totaling 
$370,000,000, as against 4 maturing issues aggregating 
$310,000,000. The average rate on sales of Treasury bills 
declined slightly further, the issue dated May 31 going 
at 0.32 per cent, compared with 0.51 per cent on the last 
issue of April.

G o ld  M o v e m e n t

During the month of May there was an increase of 
about $2,000,000 in the monetary gold stock of the 
United States, due principally to receipts of bullion 
from domestic sources.

Imports of gold were negligible and releases of $22,-
100,000 of gold from earmark for foreign account were 
without effect on the gold stock since this gold was 
exported, $15,000,000 going to England, $6,100,000 to 
Norway, $900,000 to Uruguay, and $100,000 to France.

Although there was little change in the monetary gold 
stock of the country, the gold reserves of the Federal 
Reserve Banks increased $103,000,000 further between 
the reporting dates April 26 and May 24. This increase 
reflected a substantial return flow of gold coin and gold 
certificates to the Reserve System during the week ended 
May 3, some further coin and certificate deposits in the 
subsequent weeks, and also deposits of gold by the 
Treasury in the Reserve Banks. These deposits by the 
Treasury represented gold which had been freed by the 
substitution of other forms of money for gold which had 
previously been held against Treasury liabilities. This 
substitution was made possible by a clause of the farm 
bill making all United States currency legal tender.

Foreign E xch an ge

The rise in foreign currencies, which began on April 
18, continued generally until May 5 when the dollar was 
quoted at a discount of 16.6 per cent in terms of the 
French franc. As the following diagram shows, this 
movement was followed by an abrupt reversal and the
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dollar recovered by May 19 to a discount of 12.8 per 
cent. Subsequently, however, the principal foreign cur
rencies turned strong again, and by May 29 the closing 
quotation for the dollar had declined to a new low at
17.1 per cent discount. Although all of the principal 
European currencies did not move in exact concordance 
with the French franc, their fluctuations were closely 
similar.

Closing Cable Rates at New York

E x ch a n g e  o n
P a r  o f 

E x ch a n g e M a y  31, 1932 A p r . 29 , 1933 M a y  2 9 , 1933

B e lg iu m .................................... $ .1 3 9 0 $ .14 0 0 $ .1 6 1 0 $ .16 6 5
D e n m a r k .................................. .2 6 8 0 .20 2 5 .1 7 2 0 .17 9 0
E n g la n d .................................... 4 .8 6 6 6 3 .6 8 8 8 3 .8 6 5 0 3 .9 9 0 0
F r a n c e ....................................... .03 9 2 .03 9 49 .0 4 5 4 3 .04 7 25
G e r m a n y .................................. .23 8 2 .23 6 5 .2 6 5 0 .27 8 2
H o l la n d .................................... .4 0 2 0 .40 5 7 .46 3 5 .48 4 5
I t a ly ............................................ .05 2 6 .05 1 4 .05 8 6 .06 2 2
N o r w a y .................................... .2 6 8 0 . 1852 . 1980 .2 0 3 5
S p a in .......................................... . 1930 .08 2 5 .09 7 5 . 1022
S w e d e n ..................................... .2 6 8 0 .19 0 5 .2 0 1 0 .20 5 0
S w itze r la n d ............................. .1 9 3 0 .1959 .2 2 3 0 .23 2 0

C a n a d a ..................................... 1 .0 0 0 0 .87 8 8 .87 6 9 .88 6 3
A r g e n t in a ................................ .96 4 8 .58 6 5 .65 7 9 .6 9 2 0
B r a z i l ......................................... .11 9 6 .07 6 0 .0 8 0 0 .0764
U r u g u a y .................................. 1 .0 3 4 2 .47 7 5 .5 3 0 0 .53 0 0

J a p a n .......................................... .49 8 5 .3 2 4 0 .2 4 0 0 .24 5 6
I n d ia .......................................... .36 5 0 .27 6 5 .29 1 2 .30 2 0
S h a n g h a i.................................. .3 1 0 0 .24 2 5 .24 8 8

C entral B a n k  R a te  C hanges

On May 12 the discount rate of the Netherlands Bank 
was raised from 21/o to 3x/2 per cent, following an outflow 
of gold. Kates were lowered from 4 to 3 per cent by the 
Bank of Danzig on May 6, and from 4 to 3 ^  per cent 
by the South African Reserve Bank on the 15th and by 
the Bank of Norway on the 24th.

B alan ce  of P a y m e n ts  of the U n ite d  S tates

The estimate of the balance of international payments 
of the United States for 1932, recently published by the 
Department of Commerce, indicates a continuation of 
the tendencies which were apparent in the previous year. 
These tendencies were associated on the one hand with 
the further decline in world prices and trade, and on the 
other hand with the repatriation of foreign central 
bank funds.

The decline in world prices and trade was reflected in 
a continued falling off in income from private invest
ments abroad and a further reduction in this country’s 
surplus of merchandise exports. Moreover, war debt re
ceipts were reduced further as a result of the failure of 
some European debtors to meet their December instal
ments. These declines were largely counterbalanced by 
a reduction in expenditures of American tourists abroad, 
in immigrant and charitable remittances, and in net pay
ments to foreign countries on account of other current 
transactions, such as shipping charges. As a result, this 
country’s surplus of receipts on current account in 1932, 
estimated at $131,000,000, was not greatly below the 
previous year’s figure.

In addition to the surplus of receipts on current ac
count, this country is estimated to have received $217,- 
000,000 through a net inflow of long term capital. This 
was due principally to the repatriation by foreigners of 
outstanding dollar obligations, sinking fund and redemp
tion payments, and the virtually complete suspension of 
new foreign security issues in this country.

The combined receipts by this country on current and 
long term capital accounts are estimated at $348,000,000. 
The payments due on these transactions were offset by 
an outflow of short term capital, representing chiefly 
the withdrawal of foreign balances during the spring 
of 1932. It appears therefore that the forces associated 
with the world depression tended to promote a move
ment of gold to this country, while the repatriation of 
foreign funds tended to produce an outflow of gold. 
That these two forces were of approximately equal mag
nitude is indicated by the fact that heavy gold losses 
during the first half of the year were offset by equally 
substantial receipts of gold in the latter half.

The principal items in the international balance of 
payments of the United States for 1932 and for 1931 are 
summarized in the following table.

In  m illio n s  o f  d o lla rs  
(+ r e p r e s e n t s  ca sh  cla im s  a ga in st fo re ig n e rs ; — rep resen ts  ca sh  c la im s a ga in st U . S .)

1931 1932

I. C u rre n t A c c o u n t
M e r c h a n d is e ................................................................................
T o u r is t  e x p e n d itu r e s ..............................................................
Im m ig ra n t re m itta n ce s  a n d  ch a r ita b le  c o n tr ib u -

In co m e  fr o m  fo re ig n  in v e s tm e n t s ..................................
W a r  d e b t  r e c e ip t s ....................................................................
O th er cu rre n t it e m s .................................................................

+ 2 8 4
— 456

— 202 
+ 5 3 6  
+  113 
— 115

+ 2 4 7
— 375

— 163 
+ 3 9 3  
+  99 
—  70

T o t a l ...................................................................................... + 1 6 0 + 1 3 1

I I .  G o ld  a n d  C u rre n cy
G o ld  sh ip m e n ts  a n d  e a rm a rk in g s ..................................
P a p e r  cu rre n cy  s h ip m e n t s ..................................................

+  176 
—  10

—  11
—  80

+ 1 6 6 —  91

I I I .  C a p ita l A c c o u n t
S h o rt  te rm  ca p ita l m o v e m e n t ..........................................
L o n g  term  ca p ita l m o v e m e n t ............................................

— 709
+ 2 1 8

— 371
+ 2 1 7

— 491 — 154

IV . E rro rs  and  o m is s io n s .............................................................. +  165 +  114

C o m m o d ity  Prices

Commodity prices showed a considerable further rise 
during May, mostly in the first half of the month. As 
in the previous two months, advances were much more 
pronounced in the quotations for basic raw products,
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INDEX

Bureau of Labor Statistics Index of General Wholesale Commodity 
Prices and Federal Reserve Bank of New York Price Index of 

Sensitive Basic Commodities

which are the subject of active trading, than in com
modity prices as a whole. This is indicated in the accom
panying diagram, which compares the movements of this 
bank’s index of the prices of a small group of sensitive 
basic commodities with the general level of commodity 
prices as measured by the Bureau of Labor Statistics 
index based upon nearly 800 quotations. The index of 
basic commodity prices rose more than 50 per cent from 
the end of February to the latter part of May, while the 
increase in the general wholesale price index in this 
period was only 6 per cent. These increases compare 
with advances of 30 per cent for basic commodities and
3 per cent for all commodity prices during the temporary 
price rise from June to September last year. The larger 
recovery in basic commodity prices during the past few 
months has lessened the disparity occasioned by the more 
rapid fall of basic commodity prices than of general 
commodity prices from the latter part of 1929 to the 
middle of 1932.

Among the important individual commodities grains, 
hides, cotton, wool, rubber, scrap steel, and most of the 
non-ferrous metals showed continued increases in prices 
during May. In addition, livestock quotations, which 
had not participated in the general advance in agricul
tural prices during March and April, showed sizable 
gains in, May. On the other hand, the price of silk was 
little changed, silver showed a moderate net decline for 
the month, and an average of crude petroleum quotations 
declined further.

P rodu ction

The recovery in productive activity which began dur
ing the second half of March continued through May, 
according to all reports and data available at this time. 
Steel mill operations advanced 16 points further during 
May to 41 per cent of capacity, a level considerably 
above that of the corresponding period a year ago; auto
mobile production continued to rise moderately; and 
output of cotton goods appears to have been maintained 
at about the April level although the usual seasonal ten
dency in May is downward.

In April, production increased substantially in most 
of the leading industries, and the Federal Reserve 
Board’s seasonally adjusted index of industrial output 
rose 7 points, or 12 per cent, to 67 per cent of the 1923-
1925 average. A t this level, the index was above that of 
the corresponding month of the previous year for the 
first time since 1929, as is indicated in the accompanying 
diagram. The largest increases in productive activity 
occurred in the meat packing, iron and steel, and auto
mobile industries, with more moderate advances in the 
textile, shoe, bituminous coal, flour milling, tobacco 
products, and lumber industries. Partly offsetting these 
increases were declines in the output of anthracite coal, 
crude petroleum, and cement.

(Adjusted for seasonal variations and usual year to year growth)

1932 1933

April Feb. Mar. April

Metals
Pig iron ........................................................... 25 18 15 18
Steel ingots..................................................... 26 26 18 29

40 35 39 39
Z in c.................................................................. 39 39 39 40
Tin deliveries................................................. 45 45 48

Automobiles
Passenger cars............................................... 24 25 19 30 p
Motor trucks................................................. 41 29 26 41 p

Fuels
Bituminous coal.............................................
Anthracite coal..............................................

60
91

66
75

55
75

60 p
50 p

43 39 35 37
Petroleum, cruder........................................ 75 r 69r 75r 71r
Petroleum products...................................... 67 57 58

Textiles and Leather Products
Cotton consumption.................................... 61 77 76 82
W ool mill activ ity ........................................ 42 86 57 r 64 p
Silk consumption.......................................... 70 55 61 78

85r 92r 84r 96r

Foods and Tobacco Products
Livestock slaughteredr................................ 10 2 r 88r 63r 106r
Wheat flour.................................................... 88 88 10 0 116p
Tobacco products......................................... 78 78 67 79

Miscellaneous
Cement............................................................ 41 37 37 30
Tires................................................................. 48 33 25

32 23 25 27
Printing activity........................................... 71 61 53
Newsprint paper........................................... 81 68 70 71

p Preliminary r Revised

P E R C E N T

1 9 2 9

___ 1 9 3 0 1922I - 2 5  ,AV. = 1<)0
p .

1 9 3 1 ----------

119  3 2

— *

1 9 3 3

J F M A M J J  A S O N D
Index of Industrial Production (Computed by Federal Reserve Board)
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Continuing the aggregate deficits reported in the 
second half of 1932, earnings reports of 305 industrial 
and mercantile companies for the first quarter of 1933 
showed a combined deficit of $46,000,000 after payment 
of interest, taxes, and other expenses, as compared with 
net profits of $25,000,000 in the corresponding period of 
last year and $138,000,000 in 1931. A  number of groups 
of companies, however, reported some net profits, includ
ing the mining and smelting (other than coal and cop
per), aviation, food products, chemical, office equipment, 
motion picture, printing and publishing, and tobacco 
groups, but in all these cases profits were smaller than a 
year ago. Other groups of companies for which an ade
quate number of reports are available showed aggregate 
deficits, of which the largest were those reported by the
oil and steel groups. The electrical equipment and auto
mobile groups had small deficits this year as compared 
with small net profits last year, and in most other groups 
the deficits were larger than those of last year.

Net operating income of telephone companies was 30 
per cent less than in the first quarter of 1932, and net 
earnings of other public utilities were down 19 per 
cent— larger declines in both cases than occurred in the 
first quarter of 1932. Net operating income of the 
Class I railroads was reduced 48 per cent. Net operating 
income of only $34,000,000 indicated that the railroads 
as a whole continued to show a substantial deficit in the 
first quarter of 1933 after payment of fixed charges.

C o r p o r a t e  E a r n i n g s  I n  F i r s t  Q u a r t e r  o f  1 9 3 3

(Net profits in millions of dollars)

Corporation group No.
First Quarter

of
Cos. 1931 1932 1933

Mining and smelting (excl. coal, coke, and
1 1 5.2 2 . 6 2 . 2
5 —  0 . 2 0 .3 0 . 2

Food and food products.................................. 38 34.3 24.8 18.2
20 19.0 12.7 9 .2

Office equipment............................................... 6 2.5 1.7 1 . 0
Motion picture and amusement.................... 4 5 . 1 4 .0 1 .7
Printing and publishing.................................. 3 5 .0 3.1 0.9

6 1.3 0 .6 O .l
Building supplies............................................... 10 0 . 2 —  2 . 2 —  1.7
Household equipment...................................... 6 0 .3 —  1 . 2 —  1 . 2
Clothing and textiles........................................ 9 —  0 .4 —  0 .3 —  0 .4

19 6.7 — 28.8 — 34.9
Machinery.......................................... 1 2 l .S —  2 . 8 —  3.4
Automobile parts and accessories (excl.

28 4.7 —  2.7 —  4 .3
7 0 .3 —  1.7 —  2 . 8
8 0 .7 —  0 .5 —  1 . 2

Railroad equipment.......................................... 10 2.7 —  1 . 2 —  2.9
Electrical equipment........................................ 7 8 .0 2.5 —  2 . 1

13 29.0 2 . 2 —  2.3
27 — 1 1 . 6 —  1 . 2 — 27.5

7 1 . 1 0 —  0 . 2
49 2 2 .6 13.3 5.7

Total 22 groups......................................... 305 138.3 25.2 — 45.7

Telephone (net operating incom e)................ 103 69.3 58.7 41 A p
Other public utilities (net earnings)............. 59 93.9 83.3 67.6

Total public utilities................................ 162 163.2 142.0 109.0

Class I Railroads (net operating income) . . 149 106.2 65.5 33.9

—  Deficit p Figures for March preliminary

E m p lo y m e n t and P ayrolls

Sizable increases in factory working forces and wage 
payments during the period from the middle of March 
to the middle of April were reported by Federal and

State Labor departments. The Federal Reserve Board’s 
seasonally adjusted index of factory employment rose
2 per cent, and factory payrolls advanced over 5 per 
cent, after allowance for the usual March to April 
changes. These relatively large increases, however, were 
from the very low levels prevailing at the termination 
of the bank holiday, and represent a recovery of about 
half of the February to March decline. Increased em
ployment from March to April was reported also in 
building construction, and in wholesale and retail trade, 
in accordance with the usual tendency of past years, 
while a seasonal falling off occurred in the coal mining 
industry. The total number of workers without employ
ment in April was estimated by the American Federa
tion of Labor at 12,730,000, which indicates a decline of 
about 600,000 from March, and is the smallest figure 
for any month since December 1932. This reduction in 
unemployment, however, was principally the result of 
an increase in farm activity in connection with spring 
planting. During May, the increases reported in many 
lines of production indicate a further rise in employment.

Factory employment in New York State increased
3 per cent and payrolls rose 4 per cent from the middle 
of March to the middle of April. These advances, which 
were contrary to the seasonal movement of past years, 
accompanied the expansion of industrial operations 
which followed the termination of the bank holiday. The 
largest increases in working forces were shown in the 
textile, food, and metal and machinery industries. Small 
reductions in working forces were reported in five of the 
eleven industrial groups composing the index.

Indexes o f B usiness A c t iv ity

During the first half of May general trade and business 
activity continued to show a rising tendency. Railroad 
loadings of merchandise and less than carload freight 
rose more than seasonally, and shipments of bulk com
modities increased in accordance with the usual seasonal 
movement. As the accompanying diagram indicates, total 
freight car loadings in the second and third wTeeks of 
May reached a higher level than in the corresponding 
period of the previous year; this was the first time since 
1929 that railroad freight traffic exceeded the level of a 
year earlier, with one exception at the end of 1932, which 
was due to special circumstances. Production of electric 
power showed a considerable gain, and also rose above 
the previous year’s level. The value of department store 
sales in the New York Metropolitan area for the first two 
weeks of May was only 5 per cent lower than in the 
corresponding period of the previous year. After taking 
into account the reduction in selling prices, it is likely 
that the quantity of goods sold was about as large as a 
year earlier. In addition, a continued rise in retail sales 
of automobiles was indicated by current reports.

In April the primary movement of goods and also 
retail trade showed large increases from the low levels 
of March, according to this bank’s seasonally adjusted 
indexes. Substantial advances occurred in the move
ment of freight over the railroads and waterways, in 
sales of department stores, chain stores, wholesale con
cerns, and mail order houses, and in the output of electric
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power. To a considerable extent the April increases 
represented recoveries from the declines in March, but 
some of the more important indexes more than regained 
the February levels.

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

Primary Distribution
Car loadings, merchandise and misc.
Car loadings, other..............................
Exports...................................................
Im ports...................................................
Waterways traffic.................................
Wholesale trade....................................

Distribution to Consumer
Department store sales, 2nd D ist.. .
Chain grocery sales............................
Other chain store sales.....................
Mail order house sales......................
Advertising..........................................
Gasoline consumption r ....................
Passenger automobile registrations.

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

York C ity ...................................................
Velocity of bank deposits, New York City 
Shares sold on N. Y. Stock Exchange. . .
Life insurance paid fo r ................................
Electric power r .............................................
Employment in the United States...........
Business failures............................................
Building contracts.............#..........................
New corporations formed in N. Y. State. 
Real estate transfers....................................

General price level*...............
Composite index of wages*. 
Cost of living*........................

1932

April

58
56
49
62
40
75

82 
73 
83 
83 
62 
75 r 
28

70
65

86
67
71 
75 
71r
66 

124
24
83
48

134
187
139

1933

Feb.

51
55
41
48
45
Sip

66
61
73
68
50 
68r 
32p

59
59

72
51 
53 
75 
64r 
61

101
17
81
49

124
172
128

Mar.

48
47
39 
51
40 
82p

66
59
65
53
45
71r
2  2p

59
62
61r
58
77
12
64
35

123r
169p
127

April

52 
51 
42 p 
49 p 
42 
85 p

73
60
75
72
50

55
53

72 
52 

125 
67 p 
64 r 
59 
85 
11 
71 
37

124
170p
127

p Preliminary r Revised * 1913 average—100 ** Data not available

B u ilding

Despite a more than seasonal increase in contracts for 
residential building, total building contracts awarded in 
37 States during April were 6 per cent smaller than in 
March, according to the F. AY. Dodge Corporation re
port. The principal reason for this reduction was that 
public works and utility contracts declined instead of 
rising seasonally, and in addition there was a small sea
sonal drop in -other non-residential contracts. The 
aggregate value of building and engineering contracts 
awarded during the first four months of this year was

38 per cent less than in 1932; residential construction 
showed a reduction of nearly one-half from the low level 
of a year previous, public works and utility contracts 
a decline of about 30 per cent, and other non-residential 
building, including factory and commercial construction, 
a decrease of about 38 per cent.

Some rise in construction activity from the low level 
of the two previous months is indicated by data for the 
first three weeks of May. Usually contracts are smaller 
in May than in the preceding month, but this year the 
daily average amount of all types of contracts was con
siderably larger. The most pronounced increase was in 
public works and utilities.

F oreign  T ra d e

April exports from the United States were valued at 
$105,000,000, which indicates less than the usual seasonal 
recession from March, while imports, amounting to $88,- 
000,000, declined somewhat more than seasonally. Com
pared with April 1932, the decrease in exports was 22 
per cent and in imports 30 per cent.

Among the exports, all of the major divisions, except 
crude foodstuffs, showed smaller declines from a year 
ago than in March. Exports of crude materials were 
reduced only 16 per cent in value from a year ago, com
pared with reductions of about 40 per cent in the two 
previous months. The April decline was due chiefly to a 
20 per cent reduction in exports of raw cotton, although 
there were increases in shipments of American cotton to 
Germany and the smaller European countries. In ship
ments of crude foodstuffs, of which wheat is the prin
cipal component, the decline from April 1932 in value 
amounted to about 75 per cent. This apparently was due 
to a small demand for grains by European countries 
because of their large stocks on hand.

All the leading import groups except crude foodstuffs, 
of which the principal item is coffee, showed larger de
clines from a year ago than in March. In this type of 
import, there was a decrease of only 14 per cent in value, 
while in imports of crude materials the drop amounted 
to 42 per cent. Quantity receipts of raw silk were about 
one-third larger than a year ago, but crude rubber im
ports were reduced nearly 50 per cent.

D e p a rtm e n t Store T ra d e

Total April sales of the reporting department stores in 
this district were 10 per cent below a year ago, the small
est decrease since December 1931. While the late date 
of Easter contributed largely to the favorable showing 
in April, total sales for the whole period from the middle 
of March to the end of April showed a considerably 
smaller decrease than in previous months. Continued im
provement in the first half of May is indicated by reports 
from department stores in the Metropolitan area of New 
York, which showed sales only 5 per cent below the cor
responding period of 1932.

In April the New York City stores had the smallest 
decline in sales since December 1931, and in a number 
of other localities the stores reported the smallest reduc
tions in over a year. Two groups of stores, those in 
Syracuse and the Southern New York State district, re
ported slight increases over a year ago, the first since
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the spring of 1930. April sales of the leading apparel 
stores showed the smallest decline since July 1931, fol
lowing a large decrease in March.

Department store and apparel store stocks of merchan
dise on hand April 29, at retail valuation, showed a 
slightly smaller decline from a year ago than was re
ported in March. The average rate of collections during 
April of accounts outstanding at the end of March was 
nearly as large in 1933 as in 1932.

Locality

Percentage 
change 

April 1933 
compared with 

April 1932

Per cent of 
accounts 

outstanding 
March 31 

collected in

Stock
April

Net
sales

end of 
month 1932 1933

New Y ork ........................................................... —  9 .7 — 22.3 43.6 44.0
B u ffa lo ............................................................... — 11 .7 — 32.1 41.3 38.2
Rochester............................................................ —  5 .0 — 23.9 44.0 40.1
Svracuse.............................................................. +  3.2 — 28.4 24.5 25.6
Newark................................................................ — 13.8 — 2 0 .0 39.1 37.9
Bridgeport ....................................................... —  8 .8 — 15.9 34.3 29.6
Elsewhere............................................................ —  7.2 — 18.1 29.9 26.0

Northern Now York State......................... —  7.9
Southern New York State.......................... - f  1 . 0
Hudson River Valley D istrict................... — 14.8
Capital D istrict............................................. —  3 .6
Westchester District.................................... — 17.6

All department stores............................. —  9.9 — 22.5 40.4 39.7

Apparel stores............................................ —  5.7 — 25.5 41.6 40.0

Net sales 
percentage change 

April 1933 
compared with 

April 1932

Stock on hand 
percentage change 

April 29, 1933 
compared with 
April 30, 1932

Men’s and Boys’ wear........................... +  17.6 — 23.5
Shoes.......................................................... +  7 .7 — 24.5
Woolen goods.......................................... +  5.1 — 17.6
Luggage and other leather goods........ —  2.8 — 30.9
Men’s furnishings................................... —  3.9 — 21.7
Toys and sporting goods....................... —  4.3 — 17.6
Women’s ready-to-wear accessories.. . —  5.9 — 19.4
Linens and handkerchiefs..................... — 10.8 — 19.2
Women’s and Misses’ ready-to-wear.. — 11.3 — 17.4
Toilet articles and drugs....................... — 11.7 — 18.5
Furniture................................................... — 13.8 — 34.4
Cotton goods........................................... — 14.9 — 14.0
Books and stationery............................ — 16.0 — 27.6
Silverware and j ewelry.......................... — 16.2 — 31.6
Home furnishings.................................... — IS. 6 — 19.5
H osiery...................................................... — 19.7 — 26.7
Silks and velvets..................................... — 25.4 — 25.3
Musical instruments and radio........... — 26.0 — 29.6
Miscellaneous.......................................... — 12.7 — 27.6

W h olesa le  T rad e

April sales of the reporting wholesale firms in this 
district averaged 9 per cent below a year previous, the 
smallest decline since June 1931. Most lines reported 
some improvement in sales. Grocery sales were equal to 
those of a year previous for the first time in three years; 
diamond and men’s clothing firms showed the smallest 
reductions since the spring of 1931; and shoe, paper, 
cotton goods, and jewelry firms reported smaller de
clines than in immediately preceding months. In drug 
sales, the year to year increases which began in January, 
and which were interrupted in March, were resumed in 
April. Orders for machine tools and sales of hardware, 
however, declined by about the same percentages as in 
March, and the reduction in sales of stationery w7as 
greater in April than in March.

Stocks of merchandise on hand at the end of April re
mained substantially below a year ago in all reporting 
lines except groceries, which w7ere virtually the same as a 
year ago. Collections in April of accounts outstanding at 
the end of March averaged a little higher in 1933 than 
in 1932.

Commodity

Percentage 
change 

April 1933 
compared with 

March 1933

Percentage 
change 

April 1933 
compared with 

April 1932

Per cent of 
accounts 

outstanding 
March 31 

collected in 
April

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1932 1933

Men’s clothing...............
Cotton goods..................

Hardware........................
Machine tools**............

Paper................................

—  5.2 
— 26.7 
+ 17 .1  
+  16 4* 
+  7 .0  
+ 1 1 . 2  
+  17.4 
+ 20 .9  
— 21.4
—  7.6 
+ 4 6 .5  
+ 1 5 .7

+  0 .4

—  2 . 6  
— 14.9*

—  4.2  
+  4 .3

0
—  6 .6  
— 23.3 
+ 21 .3*  
— 22.7 
+ 1 2 . 1  
— 18.0 
— 60.6 
— 25.4 
— 28.3 
— 10.4 
— 31.7

+  0 . 1

— 39.1
— 26.5*

— 25‘. i  
— 2 1 . 2

82.4 
28.8
33.4
56.1
38.1 
27.8
39.2

62 ’.9 
47.7

} 14.7

85.6
36.2
27.4
64.4
46.7 
2 0 . 1  
39.9

52'.5
35.2

| 17.1+  2 .4  
—  2 . 0

— 33.1
— 29.6

Weighted average. . . +  0 .5 —  9 .0 49.0 51.8

* Quantity not value. < Reported by Silk Association of America 
** Reported by the National Machine Tool Builders Association

C h ain  Store T rad e

Total April sales of the reporting chain store sj^stems 
were 6 per cent below a year ago, the smallest decline 
since March 1932. This relatively favorable comparison 
was due in considerable measure to the fact that Easter 
trade occurred this year in April and last year in March, 
but the decline for March and April combined was some
what smaller than in most recent months.

Variety chain sales in April were slightly larger than 
a year ago, the first increase since February 1932; shoe 
chain sales showed the smallest reduction since June 
1931; and ten cent store sales registered a much smaller 
decline than in a number of months. Sales of the candy 
chains wrere the most affected by the late date of Easter, 
showing a large increase over last year following a large 
decline in March. The grocery and drug chains seemed 
little affected by the date of Easter and sales continued 
to show a large reduction from a year ago.

Candy chains during the past year have increased 
materially the number of stores operated, while drug 
and shoe chains have reported sizable decreases in the 
number of units. For all reporting chains, the average 
decline in sales per store between April 1933 and April 
1932 was slightly smaller than the decline in total sales.

Porcen t 
compt:

age change April 1933 
ired with April 1932

Type of store Number
of

stores
Total
sales

Sales
per

store
__ 9 0 __15 5 __23 7

Ten cent....................................................... +  0 .3  
—  7.9

—  3 '.8 —  4.1 
— 20.4— 26.7

Shoe............................ ................................. — 1 1 . 6 —  9.6 +  2*3
Variety.........................................................
Candy...........................................................

+  2 . 6  
+  1 1 . 2

+  2 .7  
+ 61 .7

+  0 . 1  
+ 45 .4

Total ................................................... —  1 . 0 —  6.4 —  5.5

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

June 1, 1933



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

MONTHLY REVIEW, JUNE 1, 1933

PER CENT

Index Number of Production of Manufactures 
and Minerals Combined, Adjusted for Seasonal 

Variation (1923-25 averages 100 per cent)

Index Numbers of Building Contracts Based on 
Three Month Moving Averages of F. W . 

Dodge Corporation Data for 37 States, 
Adjusted for Seasonal Variation (1923-25  

averages 100 per cent)

Federal Reserve Bank Credit and Principal 
Factors in Changes (Wednesday figures; 

latest date May 17)

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

(Summarized by the Federal Reserve Board)

I NDUSTRIAL activity increased considerably during April and the first three 
weeks of May and wholesale prices of many leading commodities advanced, 

particularly in the latter part of April and the early part of May. Following 
the imposition of an embargo on gold on April 20 the exchange value of the 
dollar declined and on May 20 was 87 per cent of its gold parity.

P r o d u c t io n  a n d  E m p l o y m e n t

Volume of industrial production, as measured by the Board’s seasonally 
adjusted index, increased from 60 per cent of the 1923-1925 average in March 
to 67 per cent in April, as compared with 63 per cent a year ago and a low 
of 58 per cent last July. Activity at steel mills increased from 15 per cent of 
capacity in March to 25 per cent in April and there was a further increase 
in the first three weeks of May. Increased activity in the steel industry re
flected chiefly increased demand from automobile producers and from miscel
laneous sources, while demand from the railroad and construction industries 
continued at low levels. At textile mills and shoe factories, production 
increased considerably during this period. Output of petroleum fluctuated 
widely, declining in the middle of April and subsequently increasing to a 
high level.

Volume of factory employment and payrolls increased between the middle 
of March and the middle of April by an amount somewhat smaller than the 
decrease in the preceding month.

Value of construction contracts, as reported by the F. W. Dodge Corpora
tion, continued at previous low levels in April, but showed a considerable 
increase in the first half o f May. Total value of awards in these six weeks 
was considerably smaller than in the corresponding period a year ago.

D is t r ib u t io n

Freight traffic, which was at a low level in March, increased during April 
and the first two weeks of May by more than the usual seasonal amount, 
reflecting chiefly large increases in shipments of miscellaneous products, grains, 
and livestock.

Department store sales increased sharply from March to April and the 
total for these two months showed slightly more than the usual seasonal 
increase over the volume of sales in January and February.

W h o l e s a l e  P r ic e s

During April, particularly in the latter part of the month, there were 
substantial increases in the wholesale prices of grains, flour, sugar, textile raw 
materials and finished products, hides, pig iron, nonferrous metals, and rubber. 
Prices of most of these commodities continued to advance rapidly in the first 
two weeks of May, and showed little change in the third week of the month. 
Prices of livestock, which did not advance in April, increased considerably in 
the first three weeks of May. Silver prices after advancing by a substantial 
amount in the latter part of April subsequently showed a decline, and petro
leum prices also were reduced.

F o r e i g n  E x c h a n g e

During the four weeks following the imposition of the embargo on gold 
the exchange value of the dollar declined to 83 per cent of its gold parity on 
May 5, but subsequently rose to 87 per cent on May 20. The noon buying rate 
on cable transfers on the French franc rose from 3.98 cents on April 18 to 
4.50 cents on May 20, and the rate on the English pound rose from $3.49 
to $3.87.

B a n k  Cr e d it

During the four weeks ended May 17, about $215,000,000 of additional 
currency was returned to the Reserve Banks, and on that date all but 
$200,000,000 of the $1,930,000,000 withdrawn by banks and individuals be
tween February 1 and March 13 had been returned. Funds arising from the 
return of currency during the four-week period were used to reduce Eeserve 
Bank holdings of acceptances by an additional $130,000,000 and to liquidate 
$85,000,000 of member bank indebtedness at the Eeserve Banks. As the result 
of an addition of about $100,000,000 to the Eeserve Banks’ holdings of gold, 
and a further reduction of Federal Eeserve notes in circulation, the reserve 
ratio of the Eeserve Banks rose considerably between April 19 and May 17. 
The decline in Federal Eeserve notes reflected in part an increase of $50,000,-
000 in Federal Eeserve Bank notes in circulation.

Loans and investments of reporting member banks in New York City 
increased by about $400,000,000 between the middle of April and the middle 
of May, reflecting chiefly a growth of $200,000,000 in loans on securities, and 
of $140,000,000 in investments in United States Government securities. Net 
demand deposits also increased by about $400,000,000, of which about one- 
third represented a further growth of bankers’ balances.

Money rates in the open market continued at low levels.
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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, Neiv York July 1933

M o n e y  M a rk e t in June

The passage by Congress of the Banking Act of 1933 in the closing days of the special session was probably the most important influence upon the money market during June. Other important factors were Treasury operations, which caused large movements of funds on and after the quarterly tax date, and open market purchases of Government securities by the Reserve Banks on a moderate scale.
The provision of the Banking Act of 1933 which had the most immediate effect on New York City banks was that which prohibits the payment of interest on demand deposits. The enactment of this provision was followed by a considerable shifting of funds by owners of demand deposits. In the week ended June 21, the week in which the Banking Act was signed, the net demand deposits of the principal New York banks declined nearly $350,000,000, and in the following week there was a further decline of nearly $100,000,000. As the accompanying diagram shows, a large part of this reduction was in the New York balances of out of town banks, but there was some reduction also in other demand deposits. Income tax collections and other Treasury operations during the quarterly tax period undoubtedly caused some decline in demand deposits, but the magnitude of the reduction was too great to be attributed to that cause alone. Coincident with the reduction in demand deposits in the week ended June 21, there was a moderate increase in the time deposits of the New York banks, which during the past few months had tended to decline gradually. This transfer of funds from demand to time deposits appears to have been checked in the following week, however, by a reduction in the rate of interest on time deposits payable in less than six months from to

14 per cent, which became effective on June 22.
Some indication of the employment of funds which previously had been carried in demand deposit accounts was given by the changes in Government security holdings of the New York banks. For the week ended June 21 these holdings increased only $86,000,000, whereas allotments of new Treasury securities to the New York banks on June 15 were about $300,000,000 in excess of maturing securities held by these banks; this would appear to indicate that more than $200,000,000 of the new securities allotted to the New York banks were resold almost immediately to depositors. In addition large corporations were reported to be purchasers of bankers

acceptances which previously had been held in the portfolios of the New York banks or carried by bill dealers on loans from the banks. Thus, one effect of the elimination of interest on demand deposits was to transfer some of the earning assets of the New York banks to depositors and at the same time to reduce the deposit liability of the banks.To the extent that funds withdrawn from demand deposit accounts in the New York banks were invested in the New York market, no movement of funds away from New York resulted. There were, however, substantial withdrawals of funds from New York during the latter half of June. On June 15 and the few days immediately following, a part of this movement undoubtedly was related to income tax collections and Government financing operations, which are discussed on the following page. The withdrawal of funds from banks throughout the country by the Treasury through tax collections and cash sales of new securities was accompanied as usual by the withdrawal by out of town banks of a part of their New York balances, and there was some additional movement
b i l l i o n s
OF D O LLA R S

Deposits of Weekly Reporting Member Banks in New York City
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of funds from New York to other districts on account of 
purchases by New York dealers of new Government 
securities which had been allotted to banks in other 
localities. The outflow of funds from New York contin
ued, however, beyond the period in which these transac
tions occurred, with no apparent cause other than the 
withdrawal of deposits which had ceased to produce 
any income.

In their effect on bank reserves these losses of funds by 
New York banks during the last half of the month were 
offset in part by a reduction in reserve requirements 
which accompanied the drop in deposits, and near the 
end of the month by the gradual disbursement of the 
large balances which were accumulated in the Reserve 
Banks by the Treasury during the tax period. In addi
tion, purchases of Government securities by the Reserve 
Banks were continued, and there was also some further 
return flow of currency to the banks. In the four weeks 
ended June 28 the Reserve Banks purchased an aggre
gate of $86,000,000 of Government securities, largely in 
the New York market. The return flow of currency in 
the same period amounted to $137,000,000 for the coun
try as a whole, and to perhaps $40,000,000 in the New 
York district alone. This represents a somewhat smaller 
return flow than in the previous month, but the dimin
ished rate may have been due at least in part to an 
increase in the requirements for currency incident to the 
expansion of industrial payrolls and the rise in com
modity prices.

Funds received from the open market operations of the 
Reserve Banks and the return flow of currency were 
used by member banks to effect a further reduction of 
$111,000,000 in their borrowings from the Reserve Banks 
during the four weeks ended June 28. Most of the bank
ers acceptances in the Reserve Banks ’ portfolios were 
also retired upon maturity. As a result, the total volume 
of Federal Reserve credit outstanding showed a small 
reduction during the four weeks, Excess reserves of 
member banks outside of New York City showed a large 
increase, however, and notwithstanding some reduction 
in New York, there was an increase of at least $100,- 
000,000 in the total excess reserves of all member banks.

M o n e y  R a t e s
Although the supply of funds in the New York money 

market was considerably smaller in the latter part of 
June than in the early part of the month, there was no 
evidence of any shortage of funds; in fact, open market 
money rates declined somewhat further. As a result, the 
general level of money rates near the end of the month 
was close to the lowest reached during recent years.

Money .Rates atN ew .York

June 30, 1932 May 31, 1933 June 30, 1933

Stock Exchange call loans....................... 234 1 1
Stock Exchange 90 day loans................. * H - l * A - %
Prime commercial paper.......................... 2 ^ -2 % 2 1 K -1 M
Bills— 90 day unindorsed........................ % v%
Customers’ rates on commercial loans.. +4.21 +3.55 +3.42
Treasury securities

Maturing September (yield)............... 0.09 0.16 no yield
Maturing December (yield)............... 0.32 0.18 0.04

Federal Reserve Bank of New York re
discount rate.......................................... 2 K 2 XA 2H

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. 1 2 1

* Nominal + Average rate of leading banks at middle of month

During the four weeks ended June 21 the total loans 
and investments of reporting member banks in New York 
City increased approximately $250,000,000 further to 
the highest level since February 15. Of this amount 
$100,000,000 was in Government security holdings and 
most of the remainder was in security loans. The net 
demand and time deposits of these banks continued to 
increase until the middle of June, reaching the highest 
levels since early February, but the abrupt decline in the 
last two weeks of June following the elimination of 
interest payments on demand deposits, which is discussed 
on the previous page, more than canceled the increase of 
the preceding three weeks. This decline in deposits was 
followed in the last week of the month by a reduction of 
$126,000,000 in total loans and investments.

Reporting member banks in other localities throughout 
the country showed little change in the volume of their 
loans and investments until the week ended June 21, 
when there was an increase of approximately $240,- 
000,000, due almost entirely to purchases of new Govern
ment securities. The deposits of these banks increased 
steadily until the third week of June, and in that week 
showed only a slight reduction, which was probably due 
at least in part to income tax collections.

J u n e  T r e a s u r y  F in a n c in g  O p e r a t io n s
On June 15 the United States Government sold $623,- 

000,000 of 2 %  per cent 5 year Treasury notes and 
$460,000,000 of %  per cent 9 month Treasury certifi
cates of indebtedness. The issues were largely over
subscribed and were quoted immediately in the market 
at substantial premiums.

Of the $374,000,000 of Treasury certificates that 
matured on June 15, $332,000,000 were tendered in 
exchange for the new certificate and note issues dated 
June 15, and in addition an unusually large amount of 
the new issues were paid for immediately in cash 
instead of by book credit. As a result of the small 
amount of maturing securities presented for redemption 
in cash, together with the substantial cash payments 
for new securities, there was an increase in Treasury 
credit balances at the Reserve Banks on the quarterly 
tax date, whereas in most tax periods Treasury dis
bursements for redemptions and interest exceed income 
tax collections and cash sales of new issues, so that the 
Treasury finds it necessary to sell special one day certi
ficates to the Reserve Banks, pending the collection of 
income taxes in the few days after the 15th.

Income tax collections between June 16 and 19 caused 
a further increase in Treasury balances, and the Reserve 
Bank statement for June 21 showed $130,000,000 of 
Government deposits, as compared with $46,000,000 a 
week earlier, causing a corresponding reduction in mem
ber bank reserve balances. This decline was largely 
restored during the remaining part of June by the re
duction of Treasury balances through expenditures. A  
maturity of $100,000,000 of Treasury bills on June 28 
was met only in part by a new $75,000,000 Treasury 
bill issue, leaving a net redemption of $25,000,000. The 
new issue was sold at an average yield of 0.27 per cent. 
In addition there were two other bill issues during the 
month, one on June 7 yielding 0.27 per cent and the

M e m b e r  B a n k  C r e d i t
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other on June 21 yielding 0.24 per cent. These two issues 
totaled $176,000,000 and were in replacement of maturi
ties of the same amount.

B il l  M a r k e t
On the first day of June open market bill rates were 

reduced %  per cent, and the offering quotation of %  
per cent for 90 day unindorsed bills established then 
remained unchanged for the balance of the month. The 
market was very quiet in the first half of June, but as 
the New York banks held moderate excess reserves, 
dealers’ sales of bills exceeded their purchases and 
portfolios showed a progressive decline. A t mid-month, 
the passing of the Banking Act of 1933 prohibiting the 
payment of interest on demand deposits in member 
banks was followed by a substantial increase in the vol
ume of bill market operations. An active demand for 
bills from non-banking corporations and out of town 
banks developed, and, as offerings of bills in the discount 
market were rather scattering, dealers’ portfolios under
went a further decline. Subsequently there were inter
mittent offerings of bills by a few City banks, reflecting 
the elimination of excess reserves in most of the banks 
during the second half of the month, but the demand 
by other investors continued to absorb the bills which 
became available until the closing days of the month.

A t the month-end increased offerings of bills in the 
discount market resulted in a rise in the supply of bills 
in the hands of dealers who sold a moderate amount to 
the Reserve Bank under repurchase agreement. At that 
time, the Federal Reserve Bank of New York reduced 
its buying rate for 90 day bills from 2 to 1 per' cent.

During May, holdings of bills by accepting banks and 
bankers rose $101,000,000 further and at the close of 
the month amounted to $505,000,000. This constituted 
75 per cent of the $669,000,000 of bills then outstanding.

C o m m e r c ia l  P a p e r  M a r k e t
Open market rates for prime commercial paper con

tinued to decline during June and by the close of the 
month the prevailing range of 1 % -1 %  per cent was only 
%  per cent above the lowest level of recent years which 
was maintained for two and a half months prior to the 
banking holiday. In the first part of June the rate 
receded from 2 per cent to l% -2  per cent, with some 
short paper appearing at 1 %  per cent, and by the third 
week of the month the maturity of paper which could 
be sold at 1 %  per cent was extended to include 4 months. 
Concurrently, the 2 per cent rate disappeared for high 
grade names.

There existed throughout the month an active invest
ment inquiry for prime commercial paper, but dealers 
were able to satisfy only a part of this potential demand 
for paper because of the continuing small requirements 
for accommodation on the part of commercial and, 
industrial concerns eligible to use the open market. A t 
the end of May, the reporting dealers had $60,100,000 
of commercial paper outstanding, a decline of 6 per cent 
from a month previous and of 46 per cent from May
1932.

Security  M a rk e ts
Stock prices advanced considerably further during 

the first 12 days of June, accompanying reports of sub

stantial recovery in business, and a further depreciation 
of dollar exchange. The additional rise of 13 per cent 
in this period advanced average share quotations to a 
level virtually double that prevailing at this year’s low 
point, and the highest since November 1931. As the 
accompanying diagram indicates, industrial stocks 
reached a point 23 per cent above the peak of the recov
ery in September 1932 and railroads showed a net rise 
of 15 per cent above the September high, but public 
utility shares exceeded the high point of last autumn 
by only 2 %  per cent. The rise in stock prices of nearly 
100 per cent during the 3 %  months ended June 12 com
pares with an average advance of a little over 50 per 
cent in the 1921-1923 recovery, a period of 19 months. 
The recovery this year has been from a considerably 
lower level than in 1921, however.

The price advance of early June occurred in an 
intensely active market, as is also indicated by the 
accompanying diagram. Beginning shortly after mid- 
April, stock trading was greatly stimulated, with daily 
turnover generally between 3,500,000 and 5,000,000 
shares, and in the two week period through June 12, 
daily turnover advanced further to an average of 6,100,-
000 shares, a volume exceeding that of any previous 
rising market.

In that part of the month after the 12th, stock prices 
wrere subject to wide swings and the volume of trading 
tended to recede although still remaining comparatively 
large at 3,500,000 to 5,500,000 shares per day. A  reac
tion of about 10 per cent around the mid-month was 
followed by a brisk recovery, but prices exhibited great 
irregularity thereafter and it was not until near the 
end of the month that average prices rose above the June
12 level.

Domestic corporation bond averages advanced 1 to
2 points further during the initial week of June, follow
ing the large upswing of May, and consequently reached 
new highs since the latter part of 1931, exceeding by a 
slight margin the highs reached on the upswing in the 
summer of 1932. A  reaction of about 1 point ensued 
in the succeeding two weeks, but this was followed by 
a renewed rise in bond prices, so that toward the close 
of the month the currently available daily averages

Movement of Stock Prices and Average Daily Number of Shares
Sold (Standard Statistics Company weekly price indexes)
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advanced slightly above the level reached early in the 
month. The lower grade issues were responsible for the 
temporary dip in the averages, as the high grade cor
porate issues showed a continued advance.

The United States Government bond list was fairly 
steady. Long term Treasury bonds registered an aver
age advance of about y2 point, and Liberty Loan issues 
were down fractionally for the month.

Foreign bond prices generally advanced during June, 
and the Baker-Kellogg Company average of 40 repre
sentative issues rose 21/4 points for the month. The 
German Government per cent and 7 per cent issues, 
which in May showed net declines, rose 3 and 11 points 
respectively.

N e w  F inan cin g

The number and aggregate amount of State and mu
nicipal bond issues increased somewhat further during 
June. The total for the month appears to have been 
about double that of May and the largest since last 
December. The principal offering was $26,595,000 of 
State of New York serial bonds, floated to provide funds 
for unemployment relief, general improvements, and 
elimination of grade crossings. These bonds were sold 
at an interest cost to the State of 2.936 per cent, which 
compares with an issue put out last December at an 
interest cost of 3.0271 per cent, In addition to this 
offering, there were ten issues of $2,000,000 to $5,000,000 
by other communities and numerous smaller flotations. 
Public security offerings by corporations, however, re
mained completely suspended.

The first piece of foreign financing this year was con
summated during June. On the 29th, an offering was 
made of $60,000,000 of Dominion of Canada 15 month
4 per cent notes at 99% . The purpose of this issue is 
to provide funds to retire an equivalent amount of 4 
per cent notes dated October 1, 1932 and due October 1 
of this year, which are to be called for payment on 
August 1.

F oreign  E xch an ge
During June the exchange value of the dollar declined 

further, and the drop was considerably more than in the 
previous month. The dollar held fairly steady through 
June 5 at a discount of about 16 per cent, in terms of the 
French franc, but as the accompanying diagram indi
cates, weakness developed in the next week which carried 
the discount on the dollar as high as 19.3 per cent. A  
quick reversal in the foreign exchange market reduced 
the discount to 16.2 per cent by the 15th, but this recov
ery was of a temporary nature, and for the balance of 
the month the discount on the dollar increased rather 
continuously. By June 28 the dollar was quoted at a 
discount of 23.0 per cent, the largest depreciation in 
terms of gold standard currencies that has occurred so 
far, followed by a recovery to 21.2 per cent on the 29th.

As in the two previous months, the principal European 
currencies fluctuated in fairly close sympathy with the 
French franc, which advanced 32 points in June to 4.97 
cents on the 29th. Sterling in the same period rose 28 
cents to $4.27. For a short time during the fourth week, 
however, certain currencies, notably the guilder and the

FEB MAR APR MAY JUN
M ovem ent o f Dollar E xchange (D aily closing premium or cilicouiit 

from  par, in term s o f the French franc—  
last quotation is for June 28)

Swiss franc, declined somewhat in relation to the French 
franc.

C lo s in g  C a b le  R a te s  a t N e w  Y o r k

E x ch a n g e  on
P a r  o f 

E x ch a n g e June 30, 1932 M a y  31, 1933 Ju n e 29, 1933

% 1390 $ .1391 $ .1 6 5 0 $ 1765
.26 8 0 .19 6 5 .17 8 5 ! 1920

4 .8 6 6 6 3 .5 9 0 0 3 .9 8 8 8 4 .2 7 0 0
.03 9 2 .03 9 26 .01 6 55 .0 4 9 7 0
.2382 .23 7 8 .27 7 0 .30 3 7

H o l la n d .................................... .40 2 0 .40 3 6 .4 7 5 0 .5 0 8 0
I t a ly ............................................ .05 2 6 .0509 .06 1 7 .0 6 6 6
N o r w a y .................................... .26 8 0 . 1769 .2 0 3 0 .2 1 5 0
S p a in .......................................... . 1930 .08 2 5 .10 1 4 .1 0 6 5

.26 8 0 . 1845 .2 0 4 0 .2 2 0 0
S w itze r la n d ............................ .1 9 3 0 .19 4 8 .2 2 9 0 .2 4 3 2

1 .0 0 0 0 .87 2 5 .88 5 6 .9 1 3 8
A r g e n t in a ................................ .96 4 8 .58 7 8 .6 9 2 0 .73 0 1
B r a z i l.......................................... .11 9 6 .07 5 5 .07 6 3 .07 6 3
U r u g u a y .................................. 1 .0 3 4 2 .47 7 5 .56 6 3 .5300

J a p a n .......................................... .4 9 8 5 .27 3 8 .2 4 5 0 .2 6 8 0
I n d i a .......................................... .3 6 5 0 .2 7 0 0 .30 0 5 .32 2 5
S h a n g h a i.................................. .29 6 3 .2 5 5 0 .2 8 0 0

G old  M o v e m e n t

There was an increase of about $3,000,000 in the 
monetary gold stock of the United States during June, 
which was due principally to receipts of bullion from 
domestic sources. Imports were negligible, and exports 
of $1,400,000 to Germany and $2,100,000 to England 
represented the release and shipment of gold previously 
earmarked, which had no effect on the gold stock of this 
country.

Central B a n k  R a te  C hanges

Effective June 1 the State Bank of Sweden and the 
National Bank in Copenhagen, Denmark, both lowered 
their discount rates from 3 %  to 3 per cent. On June 3 
the rate of the Bank of Finland was reduced from 6 to 
5^2 per cent, and on the 6th the Bank of Greece rate 
was lowered from 9 to 7 %  per cent.

The discount rate of the Netherlands Bank was raised 
from Sy2 to 4 1/2 per cent, effective June 29, following 
reports of a resumption of the outflow of gold which 
stopped temporarily after the discount rate increase 
from 2y2 to 3y2 per cent made on May 12.
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A monthly index of the output of steel in the five principal producing countries, other than Russia for which comparable data are not available, is presented in the accompanying diagram for the period since 1928. This index and the component indexes for the four countries which are also shown in the diagram are adjusted for seasonal fluctuations. Production in the five countries represented about four-fifths of the world output of steel in 1927, 1928, and 1929, but the proportion had diminished to about two-thirds of the world total in 1932, due largely to the increasing share contributed by Russia.As the combined index shows, the low point in the world production of steel for recent years was reached in the summer of 1932, and was followed by a moderate recovery in the autumn of that year which has been extended rapidly within the past few months. The slight upturn in the autumn of 1932 appears to have started at about the same time in the United States and Germany, followed soon afterwards by a gradual increase in production in England and France. During the past winter, however, the recovery was checked, except in the case of France. In the United States a substantial curtailment of activity during the banking crisis caused the seasonally adjusted index to drop temporarily to a new low in March. The recovery subsequently has been most rapid in the United States, but has been shared also by each of the other countries shown in the diagram, so that the combined index has reached the highest level since the summer of 1931.

S t e e l  P r o d u c t i o n  i n  P r i n c i p a l  C o u n t r i e s

A considerable degree of disparity in the movement 
PERcmr

Steel Production  in Principal Countries (Seasonally adjusted 
indexes on a 1923 base; M ay 1933 partly estim ated)

of steel production in the different countries is shown for the period from 1929 to 1932. The largest decline was in the United States, where steel output declined to about 26 per cent of the 1928 average. Next in magnitude was a decline to about 40 per cent of the average 1928 production in Germany. In England steel production fell off rapidly in the closing months of 1929 and throughout 1930, but remained fairly steady thereafter until within the past few months. France, on the other hand, showed sustained activity in the steel industry well into 1930, but a substantial decline during 1931 and the first few months of 1932.
These indexes of steel production probably give some indication of the degree of activity in the capital goods industries of the various countries, although in the United States steel mill activity at times is influenced to a considerable degree by the automobile industry.

C o m m o d ity  Prices
Commodity prices continued to advance during June, and the Bureau of Labor Statistics weekly index for the latest date available, June 17, showed an additional rise of 2 per cent to a level 8 per cent above the low point reached toward the end of February. This advance has not been evenly distributed among the several groups of commodities, as is shown in the following diagram. The average price of farm products, which early in the year was at a level 60 per cent below the 1926 average, has advanced 31 per cent, and another important group, textile products, after dropping to a level 50 per cent below the 1926 average, has risen 19 per cent. A much smaller increase has been shown in building materials, and the metals and metal products group, which includes in addition to ore and refined metals such finished products as machinery and automobiles, has fluctuated irregularly at a level between 75 and 80 per cent of the1926 level, with little upward trend. Since the largest increases have been in those groups which previously had shown the most substantial declines, it appears that an important effect of the unequal rise in prices has been to counteract some of the disparities which developed over the long period of decline.A much larger increase than in the general indexes of commodity prices has occurred during June, as in preceding months, in prices of raw materials, particularly those in which there is trading on organized exchanges. An index of fifteen important basic commodities, computed by Moody’s Investors Service, has risen a total of about 60 per cent during the past four months, and an index of ten sensitive commodities, compiled by this bank, lias increased 66 per cent. Among the individual commodities, increases have occurred in the past month in grains, textiles, hides, scrap steel, and tin, while a reaction has taken place in livestock prices. Other important commodities have shown no substantial net change for the month, including most of the nonferrous metals, rubber, petroleum, pig iron, and finished steel.
The more rapid rise in prices of basic commodities than in finished products reflects a variety of causes. Among these are the increased demand for raw materials due to the increase in industrial activity, realized or prospective reductions in the supply resulting from poor crops and
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PERCENT

JAN FEB MAR APR MAY JUN
Bureau o f Labor Statistics W eekly Price Indexes o f Comm odity 

Groups (1926 average =  lOO per cen t)

arranged curtailment of production, a rise in world prices of certain commodities, and, in the cases of commodities for which there is an international market, the depreciation in the value of the dollar relative to other currencies.
F oreign  T ra d e

Accompanying large increases in the prices of many basic commodities, the value of this country’s foreign merchandise trade gained substantially during May and showed the smallest percentage decline from a year previous since late in 1929. Although theoretically a country whose currency has depreciated should show an acceleration of exports and a diminution of imports, the May increase in the export trade of the United States was not as large as the increase in imports. This may have been due to forward buying of raw materials at rising prices. Exports, amounting to $114,000,000, were14 per cent less than in May 1932, and imports, valued at $107,000,000, showed a reduction of 5 per cent. These decreases in the dollar value of exports and imports compare with declines of 20 to 36 per cent in preceding months of this year.For all the leading groups in export and import trade, with the exception of exports of finished manufactures, the value was larger in May than in April. Furthermore, with the same exception, all groups either showed a reduced rate of decline from a year previous or actual gains in value. Imports of manufactured foodstuffs, chiefly sugar, increased 23 per cent over May 1932 and imports of semi-manufactures were up 6 per cent. Exports of crude materials, largely raw cotton and tobacco, were valued at 17 per cent more than a year ago. On the other hand, the value of exports of finished manufactures was nearly 25 per cent less than in May 1932, and exports of crude foodstuffs also remained small.The quantity of raw silk imported increased 29 per cent over May 1932, and the volume of coffee imports was 4 per cent larger. Rubber imports in May were15 per cent smaller than a year ago, but that is a much smaller decline than in the three previous months, reflecting a substantial increase between April and May. The quantity of raw cotton shipped abroad also increased during May, contrary to the usual seasonal movement, and was 18 per cent larger than a year ago.

A further increase occurred during June in the activity of the principal manufacturing industries. Steel mill operations rose from 38 per cent to 53 per cent of theoretical capacity, accompanying a slight broadening in the character of the demand for steel, and production of automobiles rose somewThat further, although in both industries the seasonal tendency from May to June is downward. Increases in output occurred also in the cotton textile, building materials, and bituminous coal industries. According to preliminary reports, the continued expansion of industrial operations during June was accompanied by further enlargement of working forces.
From April to May, production of manufactures, as measured by the seasonally adjusted index of the Federal Reserve Board, rose 15 per cent further to 76 per cent of the 1923-1925 average, which is the highest level since the middle of 1931. The accompanying diagram indicates that the recovery in manufacturing from March to May exceeded any previous advance during the past four years. In some of the lines, notably the textile industries, the exceptionally large increase in output from April to May apparently reflected in part accelerated production in anticipation of processing taxes or other increases in costs. While the highest levels have been reached by industries producing non-durable consumption goods, just as in the upturn of the autumn of 1932, substantial increases during the recent recovery have occurred also in industries such as the automobile and steel industries, and moderate increases in the output of building materials.
Working forces in manufacturing industries showed an unseasonal increase from April to May, accompanying the expansion of output, and the seasonally adjusted index of factory employment computed by the Federal Reserve Board rose 5 per cent, the largest monthly increase in a number of years. As is shown in the diagram, however, the expansion of working forces was much less marked than the increase in manufacturing output, and after seasonal adjustment, employment was at about the level prevailing during the latter part of 1932. It ap-

P r o d u c t i o n  a n d  E m p l o y m e n t

PER CENT

Indexes of Production of Manufactures and Factory Employment,
Adjusted for Seasonal Variation (Federal Reserve Board data)
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pears that the increase in output has been accompanied 
by a reduction in part time employment as well as an 
increase in the number of workers employed. This con
clusion is supported by the fact that the increase in pay
rolls from April to May amounted to 9 per cent after 
seasonal adjustment, a considerably larger increase than 
in the number of workers employed. Changes in factory 
working forces almost invariably are proportionately 
smaller than changes in output, particularly at the be
ginning of a large upward or downward movement.

An increase in employment from April to May was 
shown also in several non-manufacturing industries. 
Employment gains occurred in agriculture, building con
struction, and mining other than coal mining, while 
working forces in retail stores were reduced less than the 
usual seasonal amount. According to the revised esti
mates of the American Federation of Labor, which take 
account of unemployment among professional workers 
as well as other types, the number of workers without 
employment declined 495,000 from April to May, follow
ing a reduction of 735,000 in the previous month. The 
May estimate of total unemployment was 12,540,000. A  
further substantial reduction in the number of unem
ployed is reported to have occurred in June.

(Adjusted for seasonal variations and usual year to year growth)

1932 1933

May Mar. Apr. May

Metals
2 2 15 18 25
24 18 29 41

Lead................................................................. 43 39 39 32
35 39 40 40
48 48 56

Automobiles
31 19 30 33 p
41 26 41 48p

Fuels
Bituminous coal............................................ 52 55 60 60
Anthracite coa l............................................. 52 75 50 46
C oke................................................................ 40 35 37 43
Petroleum, crude r ....................................... 7 2r 75 r 66 r 83r
Petroleum products r .................................. 73 r 66r 66 r

Textiles and Leather Products
Cotton consumption.................................... 56 76 82 104
W ool mill activ ity........................................ 41 57 64 104p

64 61 78 82
Shoes................................................................ 82 84 94p 116p

Foods and Tobacco Products
Livestock slaughtered r .............................. 99r 63r 106r 105r
Wheat flour.................................................... 84 10 0 116 1 0 1
Tobacco products......................................... 79 67 79 97 p

Miscellaneous
Cement........................................................... 42 37 30 37
Tires................................................................ 51 25 42
Lumber............................................................ 33 25 27 33
Printing activ ity ........................................... 67 53 53
Newsprint paper........................................... 79 70 71 70

p Preliminary r Revised

In dexes of B usiness A c t iv ity
Continued improvement in business activity during 

the first half of June is reflected in currently available 
data. The railroad movement of miscellaneous and less 
than carload freight showed a further advance, after 
seasonal adjustment, in continuation of the upward 
movement of the previous two and one-half months which 
is indicated in the accompanying diagram. The total 
increase in the car loadings index from the low point in 
March, amounting to nearly one-third, was the largest 
in the past four years, and brought the level of the index

P E R  C E N T

Weekly Car Loadings of Merchandise and Miscellaneous Freight 
(Federal Reserve Bank of New York index with allowance 

for usual seasonal movement and long time growth)

to the highest point since the early part of 1932. Depart
ment store sales in the Metropolitan area of New York 
were only one per cent lower than in the corresponding 
period a year ago, which is the most favorable year to 
year comparison in two years. After allowance for the 
decline in retail prices during the past year, the volume 
of sales was probably larger than a year ago.

Increases both before and after seasonal adjustment 
were reported also in some of the other measures of trade 
and general business activity, including the production 
of electric power and retail sales of automobiles. The 
June increases followed moderate gains in a number of 
lines during May, which are indicated in the following 
table.

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1932 1933

May Mar. Apr. May

Primary Distribution
Car loadings, merchandise and misc........ 56 48 52 55
Car loadings, other...................................... 42 47 51 48

52 39 42 43p
60 51 49 57 p

Waterways traffic......................................... 34 40 42
Wholesale trade............................................ 76 81 85 99

Distribution to Consumer
Department store sales, 2nd Dist............. 76 66 73 72
Chain grocery sales...................................... 77 59 60 60
Other chain store sales................................ 78 65 75 71
Mail order house sales................................. 75 53 72 66
Advertising..................................................... 59 45 50 51
Gasoline consumption.................................. 73 71 68
Passenger automobile registrations.......... 31 23 27p 36p

General Business Activity
Bank debits, outside of New York City.. 63 ** 55 57
Bank debits, New York C ity .................... 57 ** 53 53
Velocity of bank deposits, outside of New

York C ity ................................................... 79 ** 72 73
Velocity of bank deposits, New York City 55 ** 52 52
Shares sold on N. Y. Stock Exchange. . . 56 59 125 231
Life insurance paid fo r ................................ 73 62 67 64
Electric power r ............................................ 69r 61r 64r 66r
Employment in the United States........... 63 58 59 62
Business failures........................................... 132 77 85 84
Building contracts........................................ 31 1 2 1 1 15
New corporations formed in N. Y. State. 83 64 71 85
Real estate transfers.................................... 54 35 37

General price level*...................................... 132 123 124 127
Composite index of wages*........................ 184 168 170p 171p
Cost of living*...................................... .. 138 127 127 128

p Preliminary r Revised * 1913 average=100 ** Data not available
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The value of building contracts awarded during May in the 37 States covered by the F. W. Dodge Corporation report showed an increase of about one-third over the April total, in contrast to a usual seasonal decline between these two months. In residential building, the May increase carried the total to a slightly larger amount than in May 1932, the first increase over a year previous to be reported since early in 1931; after allowance for seasonal variation, residential contracts were at the highest level since last September. Larger contracts than in April for residential building were reported in all the divisions of the country east of the Rocky Mountains, and increases over a year ago occurred in 7 of the 13 districts,Contracts for public utilities also rose above the total of a year ago, but public works construction, although in larger volume than in April, continued much smaller than in 1932. Other non-residential contracts also continued below last year’s level, notwithstanding a substantial increase over April. Despite the improvment during May from the extremely depressed levels of preceding months, total building and engineering contracts remained at a low level, as is indicated by this bank’̂  index which was at 15 per cent of the computed trend of past years.Reports for the first three weeks of June indicate that awards of building contracts increased considerably further. During this period the average daily value of contracts awarded was about 45 per cent larger than in May, which is well in excess of the usual seasonal movement. Contracts for residential and non-residential building of the factory and commercial type were substantially larger than in the corresponding period of last year, while public works and utilities were about 50 per cent less.
D e p a rtm e n t Store T ra d e

Total May sales of the reporting department stores in this district were only 2 per cent below a year ago, which, even after allowance for one more business day than in May 1932, makes a much more favorable comparison with a year previous than in most months during the past two years. In a few localities, including Buffalo, Bridgeport, Northern New York State, and Southern New York State, department store sales were larger than a year ago, and in New York City, Newark, Hudson River Valley, and Westchester sales were reduced from a year ago by much smaller percentages than in April. The leading apparel stores in this district also reported May sales only 2 per cent below a year ago, the smallest decrease since March 1931.Department store sales for the first half of June in the Metropolitan area of New York were only 1 per cent below the corresponding period of 1932, indicating a continuance of the recovery of the two previous months.Collections by department and apparel stores in May showed a noticeable improvement over a year previous for the first time in a number of months. Department and apparel store stocks of merchandise on hand May

B u i l d i n g 31, at retail valuations, continued to show substantial reductions from a year ago, although the declines were not as great as those reported in previous months of this year.

L o c a li ty

P e rce n ta g e  
ch a n g e  fr o m  

a y e a r  a g o

P e r  c e n t  o f 
a c co u n ts  

ou ts ta n d in g  
A p r i l  29 

c o lle c te d  in  
M a y

N e t
sa les

S to ck  
o n  h a n d  

en d  o f  
m o n th 1932 1933

N e w  Y o r k ........................................................................ —  1 .8  
+  7 .6
—  6 .4
—  3 .1
—  6 .2  
+  4 .9

—  2 .3  
+  5 .4  
+  6 .1

—  5 .2
—  6 .8  
— 1 1 .8

— 1 6 .0  
— 3 0 .1  
— 1 9 .5  
— 2 5 .1  
— 1 7 .3  
— 1 1 .4  
— 1 7 .9

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

4 5 .9
4 1 .6
4 2 .2  
2 6 .4
3 9 .3
3 0 .3
3 0 .7

R o c h e s t e r ...............................................................
S v r a c u s e ............................................................................
N e w a r k ..............................................................................
B r id g e p o r t .......................................................................
E ls e w h e re ..................................................

N o r th e rn  N e w  Y o r k  S t a t e ...............................
S o u th e rn  N e w  Y o r k  S t a t e ...............................

C a p ita l D is t r i c t .......................................................
W es'C h ester D i s i i i c t ............................................

A ll d e p a r tm e n t s t o r e s .................................... —  2 .2 — 1 7 .5 3 9 .9 41 .8

‘ 1 r ■ el st —  2 .4 — 2 3 .2 4 1 .5 4 4 .6

Wholesale Trade
May sales of the reporting wholesale firms in this district averaged 16 per cent higher than a year ago, which represents the first increase since October 1929. Sales of the drug, grocery, and silk firms showed the largest percentage increases ever reported, and sales of the men’s clothing, diamond, shoe, and hardware concerns showed sizable increases, which were the first increases to occur since the 1929 period. Furthermore, sales of cotton goods and paper were reduced from the previous year by the smallest amount in more than three years, and sales of stationery and jewelry, and orders for machine tools, declined by much smaller percentages than for a number of months past.
Stocks of merchandise on hand at the end of May continued to be substantially below a year ago in all reporting lines except groceries, which showed a considerable increase. Collections of accounts continued during May to average somewhat higher than in 1932.

C o m m o d ity

P e rce n ta g e  
ch a n g e  

M a y  1933 
co m p a r e d  w ith  

A p r i l 1933

P e rce n ta g e  
ch a n g e  

M a y  1933 
co m p a re d  w ith  

M a y  1932

P e r  ce n t  o f 
a c co u n ts  

o u ts ta n d in g  
A p r i l 29 

co lle c te d  in  
M a y

N e t
sa les

S to ck  
en d  o f 
m o n th

N e t
sales

S to ck  
e n d  o f  
m o n th 1932 1933

G r o c e r ie s ..............................
M e n ’s c l o t h in g ..................

+ 1 3 . 8  
— 2 2 .6  
+ 2 9 . 7  
+  1 .0 *  
+ 2 3 . 4  
+  1 .6  
+ 2 3 . 8  
+ 7 0 . 4  
+  2 .1  
+ 1 5 . 1  
+ 3 7 . 8  
+ 4 6 . 8

+  6 .3 + 1 8 . 7  
+  1 1 .0  

—  1 .1  
+ 6 8 . 3 *  
+ 1 3 . 5  
+ 4 6 . 2  
+  1 .0  

— 2 9 .0  
— 16 .5  
— 1 0 .4  
+ 4 3 . 7  

— 2 0 .4

+ 1 0 . 9 7 7 .9
2 5 .5  
2 8 .8
6 0 .3  
4 0 .7  
2 3 .2
4 3 .6

6 4 .4
3 8 .9

}  1 4 .6

8 5 .9
3 3 .9
3 2 .6  
5 9 .3
4 0 .2
2 4 .3  
4 4 .1

49 '.8
3 5 .7

}  2 0 .7

C o t to n  g o o d s .....................
S ilk  g o o d s .............................

—  9 .0
—  3 .9 *

— 3 7 .2
— 2 5 .6 *

S h o e s .......................................
—  5 .1  
— 1 5 .0

— 2 8 .5
— 2 0 .3H a r d w a r e .............................

M a ch in e  t o o ls * * ...............
S ta t io n e r y .............................
P a p e r .......................................

—  0 .4
—  1 .5

— 2 9 .7
— 3 0 .8J e w e lr y ..................................

W e ig h te d  a v e r a g e . . . + 1 1 . 4 +  1 6 .1 4 7 .3 5 1 .3

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association
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MONTHLY REVIEW, JULY 1, 1933

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
(Summarized by the Federal Reserve Board)

I NDUSTRIAL activity increased rapidly in May and the early part of June, 
and there was an advance in the general level o f commodity prices. Prices 

of raw materials traded in on organized exchanges showed wide fluctuations, 
and a general rapid upward movement, while prices of other commodities as 
a group showed relatively little increase.

P r o d u c t io n  a n d  E m p l o y m e n t

Volume of industrial production, as measured by the Board’s seasonally 
adjusted index, increased from 67 per cent of the 1923-1925 average in April 
to 76 per cent in May, as compared with 60 per cent in March 1933. Operations 
at steel mills continued to increase in May and the early part of June, contrary 
to seasonal tendency, and in the week ended June 24 activity was reported at 
about 50 per cent of capacity. Output of the automobile industry was larger 
in May than in April and, according to trade reports, has increased further 
in June, although a decline is usual at this season. Lumber output in May 
showed a considerable increase from previous low levels. Activity at textile 
mills increased sharply to a higher level for the season than in any other 
month since November 1929; and output of shoe factories in May was larger 
than in May of any previous year.

Employment in manufacturing industries increased considerably between 
the middle of April and the middle of May, and ttie Board’s index, which is 
adjusted to allow for seasonal variations, advanced from 58 per cent of the 
1923-1925 average to 61 per cent. Factory payrolls increased by a larger 
percentage to about 42 per cent of the 1923-1925 average.

Value of construction contracts awarded during May and the first half 
of June, as reported by the F. W. Dodge Corporation, showed a non-seasonal 
increase from the extreme low levels prevailing earlier in the year.

D is t r i b u t i o n

Freight traffic increased from April to May by more than the seasonal 
amount, reflecting chiefly larger shipments of miscellaneous freight and mer
chandise. Department store sales, which had increased substantially from 
March to April, showed little change in May.

W h o l e s a l e  P r ic e s

Wholesale commodity prices, as measured by the weekly index of the 
Bureau of Labor Statistics, advanced from 60.3 per cent of the 1926 average 
in the week ended April 15 to 64.5 per cent in the week ended June 17. This 
increase reflected a rapid rise in the prices of commodities traded in on 
organized exchanges, including wheat, cotton, wool, hides, lard, sugar, silk, 
rubber, and non-ferrous metals, and also in the prices of flour, textiles, and 
leather; while prices of petroleum were reduced and most other prices showed 
relatively little change.

F o r e ig n  E x c h a n g e

The value of the dollar in the exchange market declined by 18 per cent 
between the middle of April and June 21. On the latter date the noon buying 
rate on cable transfers for the French franc was 4.81 cents, as compared with 
a gold par of 3.92 cents, and the English pound was quoted at $4.16, as 
compared with a rate of $3.41 on April 12.

B a n k  Cr e d it

A return flow of $156,000,000 of currency from circulation and purchase 
of $118,000,000 of United States Government securities by the Reserve Banks 
placed a considerable volume of reserve funds at the disposal of member banks 
during the five weeks ended June 21. These funds were used in part to reduce 
further the member banks’ indebtedness to the Reserve Banks and the Reserve 
Banks’ holdings of acceptances, and in part were added to the member banks’ 
reserve accounts.

Loans and investments of member banks in 90 leading cities increased 
by $175,000,000 in the four weeks ended June 14, representing chiefly a growth 
of security loans and other loans at New York City banks. Loans to brokers 
and dealers in securities made by New York City banks increased by 
$160,000,000 during the period, while security loans to other customers declined. 
Net demand deposits at the reporting banks increased by over $500,000,000, 
reflecting in part a further growth of bankers’ balances, principally in New 
York City.

Money rates in the open market continued to decline during the period 
and in the middle of June were only slightly above the lowest levels o f recent 
years.

On May 26 the discount rate of the Federal Reserve Bank of New York 
was reduced from 3 to 2 y2 per cent and in the following three weeks rates 
were lowered from 3V2 to 3 per cent at the Federal Reserve Banks o f Chicago, 
Boston, San Francisco, Philadelphia, St. Louis, and Cleveland. At the other 
Federal Reserve Banks a rate of 3 y2 per cent prevails.
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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 August 1,1933

M o n e y  M a r k e t in July

The New York money market has been subject during 
the past month to conflicting influences, some operating 
in the direction of firmer money conditions, and others 
tending to produce even lower money rates. On one 
hand the reserves of the principal New York City banks 
were little, if any, above reserve requirements during 
much of July, so that most of the banks had little or 
no surplus funds to employ until near the end of the 
month. On the other hand excess reserves of out of town 
banks reached larger figures than at any previous time 
in recent years and consequently a substantial volume of 
the funds of these banks was seeking employment in 
the New York money market.

During the week ended July 5 currency requirements 
for the June month-end and the Fourth of July holiday, 
together with other mid-year requirements, caused sub
stantial withdrawals of funds from New York which 
largely eliminated the excess reserves of the New York 
City banks. These withdrawals were in approximately 
the usual volume for that period, but subsequently the 
usual return flow of funds to New York failed to occur, 
probably due to the continued effect of the elimination 
of interest payments on demand deposits as required 
by the Banking Act of 1933. In addition, Government 
operations caused some withdrawal of funds from New 
York banks which was reflected in a moderate increase 
in Government deposits in the Federal Reserve Banks.

A  shortage of funds in the money market was pre
vented, however, by moderate receipts of funds from 
various sources. In the week following the Fourth of 
July holiday there was a return flow of currency to the 
banks which more than offset the withdrawals of the 
preceding week, and subsequently a further gradual 
retirement of currency occurred despite the increased 
currency requirements for industrial payrolls. The 
money market gained funds also through payments for 
Government securities and other open market paper pur
chased in New York by out of town banks, reversing the 
tendency of recent months when funds were paid out 
from New York in considerable volume for Government 
securities purchased in other districts. Reserve Bank 
purchases of Government securities also put funds into 
the market.

The funds received from these various sources were 
sufficient to maintain the reserves of the New York banks 
somewhat above requirements during most of the month, 
but no large excess accumulated, whereas from the be

ginning of April until the middle of June excess reserves 
of the New York banks had averaged above $100,000,000, 
and for a short time were around $200,000,000.

For the country as a whole, however, there was a 
further small increase in the excess reserves of member 
banks. The amount of currency outstanding showed a 
net reduction of approximately $75,000,000 for the 
month, and despite an excess of Government withdrawals 
of funds from the banks over disbursements, total mem
ber bank reserves increased $20,000,000. Further repay
ments of member bank indebtedness at the Reserve 
Banks occurred in July, but these repayments were 
approximately offset by moderate additional purchases 
of Government securities by the Reserve Banks. The 
accompanying diagram shows the reduction in excess 
reserves in New York, and their accumulation in other 
centers since the passage of the Glass banking bill in 
mid-June, which terminated the payment of interest on 
demand deposits.
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The distribution of excess funds throughout other 
parts of the country has been accompanied by a marked 
change in the movements of bank credit which is also 
indicated by the diagram. Until the middle of June, 
credit expansion was limited largely to New York City; 
since that time a substantial expansion of credit has 
occurred in other cities, and some reduction in New 
York City. The changes between June 14 and July 19 
in the loans and investments of weekly reporting mem
ber banks are summarized in the following table.

(In millions of dollars)

June 14 July 19 Change

New York City
Loans on securities............................ 1,840 1,862 +  2 2
All other loans.................................... 1,677 1,596 —  81
U. S. Government securities........... 2,398 2,332 —  66
Other securities.................................. 1,078 1,068 —  10

Total loans and investments.. 6,993 6,858 — 135

Other principal cities
Loans on securities........................... 1,958 2 ,0 0 2 +  44
All other loans................................... 3,084 3,194 + 1 1 0
U. S. Government securities........... 2,592 2,808 +216
Other securities.................................. 1,894 1,884 —  10

Total loans and investments.. 9,528 9,888 +360

The changes in deposits in the same period were as 
follows:

(In millions of dollars)

June 14 July 19 Change

New York City
Net demand deposits....................... 5,869 5,318 — 551
Time deposits..................................... 687 795 +108
U. S. Government deposits............. 76 265 +189

Total deposits............................ 6,632 6,378 — 254

Other principal cities
Net demand deposits....................... 5,338 5,344 +  6
Time deposits..................................... 3,576 3,752 +176
U. S. Government deposits............. 82 316 +234

Total deposits............................ 8,996 9,412 +416

Reporting banks, both in New York City and else
where, had some increase in their security loans during 
this period, reflecting increased loans to security brokers, 
but the New York banks showed reductions in other 
principal groups of earning assets following large with
drawals of funds by out of town banks and other depos
itors after the mandatory elimination of interest pay
ments on demand deposits. The largest reductions were 
in “ all other loans,”  which include open market paper 
such as bankers acceptances as well as loans to customers, 
and in holdings of United States Government securities. 
Banks in other principal cities, however, showed large 
increases in their holdings of these types of paper during 
the same period. For the country as a whole a further 
moderate expansion of bank credit is indicated, which 
carried the total volume in weekly reporting banks above 
the level of a year previous for the first time in more 
than two years.

The reports of New York City banks for July 26 
showed a further reduction of $127,000,000 in total loans 
and investments, due in considerable measure to a sub
stantial reduction in loans to brokers following the re
action in the stock market, and partly to a further 
reduction in other loans and in holdings of Government 
securities. Net demand deposits declined $55,000,000, 
reflecting a further reduction in the balances of out

of town banks, but the funds apparently were employed 
in New York as there was a net gain to New York 
through interdistrict settlements during the week. Time 
deposits and Government deposits also declined slightly.

Money Rates 
Following substantial sales of acceptances to bill deal

ers by New York banks at the end of June, and the 
failure of funds to flow back to New York in volume 
after the holiday, dealers’ rates on bankers acceptances 
were advanced Ys of one per cent on July 7. There was 
also a moderate rise in yields on short term Government 
securities during the first half of July. Subsequently, 
however, rates on acceptances of very short maturity 
were reduced by Ys of one per cent, and yields on short 
term Government securities declined slightly. Commer
cial paper rates moved slightly lower, reflecting the 
efforts of banks in other localities to employ their surplus 
funds. Nominal rates on time money against Stock 
Exchange collateral, however, advanced about %  per 
cent, and rates for call money outside the Stock Ex
change and for Federal funds were slightly higher on a 
number of days during the month.

Money Rates at New York

July 30, 1932 June 30, 1933 July 31, 1933

Stock Exchange call loans....................... 2 1 1
Stock Exchange 90 day loans................. * i H - i y 2 3/€ * 1 X - 1 X
Prime commercial paper......................... 2 H - 2 V 2 1 M - 1 X i y 2
Bills— 90 day unindorsed......................... H
Customers’ rates on commercial loans.. t 4 .13 +3.42 +3.24
Treasury securities

Maturing December (yield)............... 0 . 2 2 0.04 0.08
Maturing March (yield )...................... 0.47 0.30 0.40

Federal Reserve Bank of N. Y. redis-
2 K 2  H 2 H

Federal Reserve Bank of N. Y. buying
rate for 90 day indorsed bills ............. 1 1 1

* Nominal + Average rate of leading banks at middle of month.

B ill Market

Immediately after the turn of the half year, dealers’ 
sales of bills to investors increased considerably and with 
a reduction in their portfolios, the dealers were able to 
repurchase from the Reserve Bank a large part of the 
bills which had been sold in the closing days of June. 
In succeeding days, however, the rate which dealers had 
to pay to carry their portfolios was advanced by the 
New York City banks, due to the drain of excess re
serves from New York, and on July 7 open market bid 
and offered rates for all maturities of bills were ad
vanced Ys per cent. At these levels demand for short 
maturity bills was stimulated, and on July 12, accom
panying the development of slightly easier money con
ditions, dealers’ rates for bills maturing within 45 days 
reverted to the quotations prevailing before the rise of 
July 7. As a result of these adjustments in rates, offer
ing quotations became %  per cent for bills maturing 
within 45 days, %  per cent for maturities up to 90 days, 
%  per cent for 4 month bills, and 1 per cent for 5 and 6 
month maturities, and these rates prevailed throughout 
the balance of the month.

Around the middle of the month, the reserve position 
of the New York City banks caused several of the City 
banks to sell fairly substantial amounts of short bills to 
the discount market, but, due to an active investment 
demand from out of town banks and local corporations, 
portfolios of the dealers declined further, and the re
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maining bills which had been sold to the Reserve Bank 
in the closing days of June were repurchased by the 
dealers. This good demand for bills from out of town 
institutions continued during the concluding part of the 
month, dealers’ holdings declined further, and carrying 
rates for bills were reduced by the banks as a result of 
some improvement in their reserve position.

A  sizable increase occurred during June in holdings 
of acceptances by banks outside of New York and by 
corporations and other investors, following elimination 
of interest payments on demand deposits. Meanwhile 
holdings of bills by New York City banks declined. Total 
outstandings of bankers bills during June showed an 
unseasonal rise of $18,000,000 to $687,000,000 on June
30, reflecting higher prices for many leading commodities 
and probably also the rise in business activity. The 
principal increase, $30,000,000, was in domestic ware
house credits, although bills based on domestic ship
ments and import transactions also rose somewhat. These 
increases were partly offset by continued declines in 
outstandings of export bills and bills based on goods 
stored in or shipped between foreign countries.

C o m m e r c ia l  P a p e r  M a r k e t
An active investment demand for open market com

mercial paper existed during July, reflecting the efforts 
of out of town banks to employ funds which prior to 
the passage of the Banking Act of 1933 they would 
have placed at interest with New York City correspond
ents. Despite some indication of slightly firmer money 
conditions in New York during the first two weeks of 
the month, the rate at which the bulk of the prime paper 
was sold declined to IV2 per cent, as compared with
1 Y2-l%  per cent previously, and short dated high grade 
paper generally wras quoted at 1%  per cent. The supply 
of good paper, despite some expansion, remained inade
quate to meet the demand.

Evidence of a mounting demand for commercial ac
commodation was indicated by the volume of commercial 
paper outstanding on June 30. Reflecting both rising 
prices and an increase in business volume, outstandings 
showed an unseasonal rise of 2 1  per cent during June to 
$72,700,000.

Security  M a rk e ts
Stock prices advanced rapidly during the first week 

of July, and then turned irregular in the second week 
of the month. A  renewed advance occurred on the 17th 
and 18th, at which time the general level of share prices 
showed an advance of 1 2  per cent over the end of June 
and of 1 2 0  per cent from this year’s low reached at the 
end of February. As the accompanying diagram indi
cates, industrial and railroad stocks at their July peaks 
were at new high levels since September 1931, and public 
utility shares were the highest since November 1931. 
Trading in stocks on the New York Stock Exchange 
during this part of July was at the rate of about 6^2  
million shares per day, the largest turnover on record 
for any comparable length of time.

Beginning on July 19 and extending through the 
2 1 st, a sharp reaction occurred in stock prices, and the 
volume of trading increased to between 7,400,000 and
9,600,000 shares. Prices dropped precipitously, and by

1 9 3 2 1 9 3 3

M ovem ent o f  Stock Prices and A verage Daily N um ber o f Shares 
Sold (Standard Statistics Company w eekly price indexes)

the end of the third day, the total decline in representa
tive price averages from the quotations prevailing on 
July 18 amounted to 21 per cent. This three day reac
tion canceled all of the advance in the stock market since 
the end of May, or about 40 per cent of the total rise 
from the year’s low. In many individual issues, espe
cially the alcohol stocks, the declines were far larger 
than those indicated by the averages. In the succeeding 
five days more than one-third of the loss was recovered, 
and, despite some subsequent decline, stock prices by the 
close of July were generally at about the level that pre
vailed during the third week of June. For the week 
beginning on July 24, the period of trading on the New 
York Stock Exchange was reduced from 5 to 3 hours in 
order to alleviate the pressure under which Stock Ex
change staffs had been working and to permit the bring
ing up to date of records, and the turnover declined to 
between 1,400,000 and 3,500,000 shares daily. On July
31, the usual 5 hour sessions were resumed, with Saturday 
closings provided for from July 29 through September 2.

Domestic corporation bond averages advanced 3 to 
4 %  points further between the end of June and July 19, 
and in the next few days declined 1 to 3 points, accom
panying the reaction in the stock market. High grade 
corporation bonds, however, held steady throughout this 
period, the declines in the averages being due to reces
sions in the lower grade issues. About one-third of the 
drop in the averages was subsequently recovered, so that 
toward the close of July corporate bond prices showed 
moderate net gains for the month as a whole, and with 
the exception of the period around the middle of the 
month, prices were at the highest levels since the autumn 
of 1931. Foreign dollar bonds showed a sustained ad
vance through July 18, and despite a decline in Argen
tine issues toward the end of the month, the Baker- 
Kellogg Company price average of 40 representative 
issues was up 4 points net for* the month to the highest 
level since September 1931. United States Government 
bonds varied little in price during the month.

N e w  F inan cin g

During July public offerings of new securities con
tinued in small volume. There was a sale of $35,000,000 
of Federal Intermediate Credit Bank debentures, part
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3,852

Offerings of New Domestic Capital Issues During First Six Months 
of Each Year, 1930 to 1933 (In millions of dollars)

of which replaced a maturity of about $6,000,000, but 
aside from this issue only small municipal bond issues 
and several small stock issues of brewing concerns were 
offered.

In June, the total of new corporate financing was only 
$12,000,000, which compares with an average of $9,- 
000,000 in previous months of this year, and with 
$106,000,000 in June 1931 and $349,000,000 in June 
1930. The new corporate issues for June included $3,- 
000,000 of bond issues, the remaining $9,000,000 repre
senting chiefly stock issues by brewing concerns. State 
and municipal flotations aggregated $98,000,000, or 
somewhat more than in June 1932, but less than in the 
two previous years. For the first half of 1933, as the 
accompanying diagram indicates, domestic corporation 
new capital issues were less than half of those in the 
corresponding period of 1932 and only a small fraction 
of the 1930 and 1931 flotations. State and municipal 
issues constituted the major part of the new financing of 
the first half of this year but these were also consider
ably less than in the corresponding period of the preced
ing three years.

United States Government financing during July 
comprised four issues of 91 day Treasury bills total
ing $330,000,000 which were floated to replace similar 
maturities. The cost of Treasury bill financing increased 
slightly during the month, accompanying some reduction 
in the supply of funds in New York; the July 5 issue, 
on which the average rate was 0.28 per cent, was fol
lowed in the next two weeks by issues at 0.36 and 0.39 
per cent, and in the final week of July the average rate 
was 0.37 per cent.

G o ld  M o v e m e n t

During the month of July there was an increase of 
about $3,000,000 in the monetary gold stock of the 
United States, due to receipts at United States mints and 
assay offices, presumably principally gold obtained from 
domestic production. Imports were negligible, and ex
ports of $79,600,000 to France and $5,002,000 to Sweden 
represented the release and shipment of gold previously 
earmarked, which was without effect on the gold stock 
of this country.

Foreign E xch an ge

Although day to day variations in foreign exchange 
quotations were at times wide during July, there were, 
taking the month as a whole, two well defined move
ments in the international valuation of the dollar. In 
the first two and a half weeks the dollar declined from 
a discount of 22.4 per cent against the French franc 
on July 1 to a discount of 31.3 per cent on the 18th. 
The course of the dollar with respect to sterling was 
similar to movements against the franc, the sterling 
quotation touching the old parity during the course of 
trading on July 19, as shown in the accompanying 
diagram. On the 19th, the British Treasury announced 
the terms of an offer to convert the 20 year 5 %  per 
cent dollar gold bonds due February 1, 1937, under which 
holders of these bonds were given the opportunity to 
exchange them for 2y2 per cent sterling bonds at the 
rate of £26 for each $100 gold bond. This constitutes, 
for those who accept the offer, a rate of exchange of 
approximately $3.85 per pound. Subsequently sterling 
moved lower, falling to $4.50% on July 27, and closing 
the month at $4.48. The discount on the dollar against 
French francs declined to 26.3 per cent by the 27th, and 
was 25.8 per cent on July 31. Throughout the month 
the French and British currencies moved in close, though 
not exact, correspondence, while other exchanges tended 
to follow these two currencies.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange July 30, 1932 June 30, 1933 July 29, 1933
Belgium.............................. $ .1390 $ .1387 $ .1766 $ .1895

.2680 .1895 .1905 . 2014
4.8666 3.5088 4.2750 4.5150

France................................ .0392 .03917 .0495 .05303
.2382 .2374 .3020 .3240
.4020 .4023 .5060 .5460

Italy.................................... .0526 .0509 .0664 .0712
Norway............................. .2680 .1760 .2145 .2275

.1930 .0804 . 1057 .1129
Sweden............................... .2680 .1808 .2 2 0 0 .2335

.1930 .1945 .2428 .2625

Canada.............................. 1.0 0 0 0 .8713 .9138 .9300
Argentina.......................... .9648 .5865 .7272 .7789
Brazil.................................. .1196 .0763 .0763 .0805
Uruguay............................ 1.0342 .4725 .5300 .6400

.4985 .2760 .2663 .2800

.3650 .2650 .3226 .3405
.2988 .2775 .2838

JAN FEB MAR APR MAY JUN JUL
Course of Sterling Exchange at New York (Closing rates—  

last quotation July 27)
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The Netherlands Bank lowered its discount rate from 
4 %  to 4 per cent on July 15 and again to 3 %  per cent, 
effective the 29th. There were no other changes in the 
rates of the European central banks. Effective July 1, 
the discount rate of the Java Bank wras raised from 4^2 
to 5 per cent. On the 3rd, the Bank of Japan reduced 
its rate from the equivalent of 4.38 per cent to the 
equivalent of 3.65 per cent per annum. On the 18th, 
the rate of the Bank of the Republic of Colombia was 
lowered from 5 to 4 per cent.

P rod u ction

A  further advance occurred in industrial production 
during July, but in general the increase appears to have 
been less rapid than in immediately preceding months. 
Activity in the steel industry showed an unseasonal ex
pansion in the first half of the month, and then receded 
slightly in the final two weeks. Production of automo
biles held at a comparatively high level although the 
usual seasonal movement is downward, and output of 
bituminous coal rose more than usually. Activity in the 
cotton textile industry was maintained at an exceed
ingly high level, and crude petroleum output showed 
no important variation.

During June, operations in a number of important 
industries reached the highest levels in several years, as 
is indicated in the accompanying diagram. This bank’s 
indexes of shoe and textile production, which are ad
justed for seasonal variation and long term growth, rose 
sharply during the second quarter of the current year to 
the highest levels since 1929 or earlier. Moreover, the 
indexes of steel and automobile production, although 
considerably below their long term trends, reached the 
highest levels since 1931. Marked expansion from May 
to June was reported also in the coal, lumber, nonferrous 
metals, and meat packing industries. As a result, the 
Federal Reserve Board’s seasonally adjusted index of 
industrial production rose 16 per cent between these two 
months to the highest level in almost three years. For a 
number of industries a part of the rapid increase in out

C e n t r a l  B a n k  R a t e  C h a n g e s put during the past few months probably has been in 
anticipation of higher production costs and selling prices, 
and has been reflected in a growth in stocks of goods 
held by manufacturers and dealers. In June the pro
duction of non-durable goods as a whole, including foods, 
textiles, shoes, tobacco, and gasoline, reached the highest 
l)oint since the latter part of 1929, although the distri
bution of goods to consumers has shown only a moderate 
increase during recent months.

(Adjusted for seasonal variations and usual year to year growth)

1932 1933

June April May June

Metals
20 IS 25 39
23 29 41 64
46 39 32 38
32 40 40 46

Tin deliveries................................................. 45 56 71

A utomobiles
Passenger cars............................................... 36 30 33 4 5p
Motor trucks................................................. 38 41 48 66p

Ftiels
Bituminous coal............................................ 49 60 61r 68 p
Anthracite coa l............................................. 40 50 46 63 p

36r 37 r 42 r 36 r
Petroleum, crude.......................................... 69 66 82 r 79p
Petroleum products r .......................................... 72r 66r 6Sr

Textiles and Leather Products
Cotton consumption.................................... 56 82 104 1 2 0
W ool mill activity ........................................ 45 64 104 132p
Silk consumption.......................................... 69 78 82 88

84 94 114p 1 2 2 p

Foods and Tobacco Products
Livestock slaughtered.................................. 86 106 105 1 1 0
Wheat flour.................................................... 84 116 1 0 1 1 0 2
Tobacco products......................................... 84 79 97 91

Miscellaneous
46 30 37 43
76 42 62
31 27 33 42

Printing activity........................................... 67 53 57
Newsprint paper........................................... 76 71 7 lr 77

p  Preliminary r Revised

Commodity Prices
In the first half of July further substantial advances 

occurred in the prices of l3asie commodities. The largest 
gains were in agricultural commodities, the price of
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cash wheat at Minneapolis rising to $1.22 a bushel, com
pared with the year ’s low of 44 cents, and the price of 
spot cotton advancing to 11.75 cents a pound in contrast 
with a low of 5.90 cents. These agricultural commodi
ties reacted sharply for a few days beginning on July 19, 
the price of wheat falling as low as 93 cents a bushel and 
cotton as low as 10.10 cents a pound, but subsequently 
both commodities recbvered a portion of their losses. At 
the close of the month nearly all of the important basic 
commodities showed net gains from the close of the pre
ceding month.

The character of recent movements in prices is indi
cated by the accompanying diagram, which compares 
this bank’s weekly index of ten sensitive commodities 
with the Bureau of Labor Statistics index of nearly 800 
commodities. The index of sensitive commodities rose 
88 per cent from the February low to the July peak, and 
despite a reaction which canceled 7 per cent of the pre
vious advance, showed a net gain from the low of 84 per 
cent. Somewhat similar movements are indicated by a 
daily index of fifteen basic commodities, prepared by 
Moody’s Investors Service, which at the peak showed an 
advance of 89 per cent. The reaction in this index can
celed 22 per cent of the previous gain, but the latest 
available figure indicates a net increase of 72 per cent 
from the February low.

In contrast to these large gains the Bureau of Labor 
Statistics index, which includes 784 price quotations, 
rose 17 per cent from the February low. An analysis of 
the groups composing this latter index indicates that the 
largest increases during this period were in those groups 
which are dominated by raw material prices, such as 
farm products, while the smallest increases were in cer
tain groups dominated by non-speculative and finished 
goods. Between February and June, raw material prices 
rose 16 per cent, while finished products showed an ad
vance of only 5 per cent. In the 1921 depression and 
subsequent recovery, raw materials reached their low 
point in June 1921 and had recovered 10 per cent by the 
time that finished products had reached their low, seven 
months later. By December 1922, raw material prices 
had advanced 23 per cent from their low, while finished 
products were up only 8 per cent.

In addition to this apparently usual tendency of raw 
materials to advance before and more rapidly than 
finished goods at a time of industrial recovery and price
INDEX

Bureau of Labor Statistics Index of General Wholesale Commodity 
Prices and Federal Reserve Bank of New York Price 

Index of Sensitive Basic Commodities

increase, the present situation appears to be influenced 
by two additional factors. In the first place, the depre
ciation of the dollar has been more of an influence on 
raw material prices than on finished goods prices, be
cause raw materials enter more largely into international 
trade and their prices therefore fluctuate with the for
eign exchanges to a considerable extent. In the second 
place, raw materials reflect to a substantial degree vari
ous unusual factors which are affecting agriculture in 
this country, including processing taxes and exception
ally poor crop conditions.

E m p lo y m e n t and P ayrolls

Employment in the country as a whole showed a large 
increase from the middle of May to the middle of June, 
accompanying the continued expansion of industry and 
trade. Working forces in manufacturing establish
ments rose 7 per cent after seasonal adjustment, accord
ing to the Federal Reserve Board’s index, with the most 
pronounced gains in those industries which reported the 
largest expansion in output. Moderate increases in 
employment were shown also in the leading non-manu
facturing lines, including the building construction and 
mining industries, and wholesale and retail trade. After 
seasonal adjustment factory payrolls rose 11 per cent 
from May to June. This increase, although exception
ally large, was considerably smaller than the expansion 
in the output of manufacturing industries during the 
same period. According to trade union reports, work
ing forces showed an additional rise from June to July, 
but the increase was less marked than in the preceding 
month. It was estimated by the American Federation 
of Labor that the number of workers without employ
ment was reduced more than 1,500,000 from March 
to June, with a further moderate decrease in July.

Employment and payrolls in New York State factor
ies also advanced sharply from May to June, making the 
third successive month in which an unseasonal rise has 
occurred. Increases after seasonal adjustment of 4 per 
cent in employment and 6 per cent in wage payments 
were somewhat less than the corresponding changes for 
the country as a whole, but the increase in employment 
from March to May had been slightly greater in New 
York State.

A  reversal of the downward tendency of full time 
wage rates in factories is indicated by figures for June 
compiled by the Bureau of Labor Statistics. During the 
period from the middle of May to the middle of June 
increases in wage rates were granted to 7.6 per cent of 
factory employees covered by reports to the Bureau of 
Labor Statistics, while only 0.2 per cent were affected by 
wage reductions. Advances in wage rates were more 
general than at any time in recent years.

Indexes of Business A c tiv ity

In the first half of July general business activity ap
pears to have shown some further increase. The move
ment of freight over the railroads advanced more than 
seasonally, and production of electric power rose in con
trast to the usual seasonal tendency.

During June, general business activity and the distri
bution of goods to merchants and manufacturers showed 
a substantial expansion. After allowance for the usual 
seasonal changes, sizable increases occurred in railroad
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freight traffic, imports of basic raw materials, the volume 
of check payments, sales of life insurance, and produc
tion of electric power. The distribution of goods to con
sumers, on the other hand, appears in the aggregate to 
have shown no marked change from May to June. This 
bank’s seasonally adjusted indexes of sales of chain 
stores other than grocery chains and advertising in
creased moderately and retail sales of automobiles in
creased rather sharply, but sales of department stores, 
grocery chain stores, and mail order houses showed little 
change.

(Adjusted for seasonal variations, for usual year to year growth, and 
where necessary for price changes)

1932 1933

June April May June

Primary Distribution
Car loadings, merchandise and misc........ 55 52 55 59
Car loadings, other...................................... 38 51 48 55

45 42 55 48 p
Im ports........................................................... 65 49 53 64 p
Waterways traffic......................................... 32 42 46
Wholesale trade............................................ 79 85 99 89

Distribution to Consumer
Department store sales, 2nd District . . . . 76 73 72 71
Chain grocery sales...................................... 74 60 60 60
Other chain store sales................................ 76 75 71 75
Mail order house sales................................ 73 72 66 65
Advertising..................................................... 59 50 51 54
Gasoline consumption.................................. 91 68 72
Passenger automobile registrations.......... 41 28 34 p 4 5p

General Business Activity
Bank debits, outside of New York City.. 64 55 57 62
Bank debits, New York C ity..................... 62 53 53 62p
Velocity of bank deposits, outside of New

York C ity ................................................... 76 72 73 78
Velocity of bank deposits, New York City 61 52 52 62
Shares sold on N. Y. Stock Exchange. . . 59 125 231 310
Life insurance paid f o r .............................. 76 67 64 67
Electric pow er............................................... 68 64 66p 70p
Employment in the United States........... 61 59 62 66
Business failures........................................... 129 85 84 76
Building contracts........................................ 22 11 15 19
New corporations formed in N. Y. State. 94 71 85 85
Real estate transfers.................................... 48 37

General price level*...................................... 129 124 127 128
Composite index of wages*........................ 182 170 172p 173p
Cost of living*............................................... 136 127 128 129

p Preliminary * 1913 average = 100

B u ild ing

For the 37 States covered by the P. W . Dodge Corpo-
ration report, June building and engineering contracts 
were 34 per cent above the May total, which is well in 
excess of the usual seasonal movement. This bank’s 
index of total contracts consequently rose 4 points 
further, duplicating the May advance, but at only 19 
per cent of the computed trend of past years the index 
still remained at a very low level. A ll classes of contracts 
were larger in June than in May, and in the case of 
residential building and non-residential construction of 
the factory and commercial types, contracts were larger 
than in June 1932, while the total of public works and 
utility projects was less than half as large as a year ago. 
The aggregate of privately financed construction was 
about 50 per cent larger than in June 1932.

Total building and engineering contracts placed dur
ing the first half of this year were 35 per cent less than 
in the corresponding period of last year. Privately 
financed construction was reduced by about 18 per cent 
from 1932 to 1933, while public work showed a drop of 
over 50 per cent. With the initiation of the Government 
program for public works and other construction, public 
construction in the second half of the year is expected

to make a much more favorable comparison with a year 
ago than in the first half.

During the first half of July, all classes of building 
contracts showed seasonal declines from the June vol
ume, and the total remained smaller than a year previous.

F oreign  T rad e

During June, merchandise exports increased to $119,-
900,000 while imports rose to $122,000,000, so that a 
slightly unfavorable trade balance resulted— the first 
since August 1931. Increases over a year previous of
5 per cent in the case of exports and of 11 per cent in 
the case of imports were the first that had occurred in 
about four years. These gains in the value of merchan
dise exports and imports may be accounted for both 
by the large rise in basic commodity prices and by a 
larger volume of trade in some commodities.

Exports of crude materials and semi-manufactures 
showed large gains in value over a year ago, amounting 
to 66 per cent and 23 per cent, respectively. Raw cotton 
exports were 70 per cent larger than in June 1932; 
shipments to European countries alone were more than 
doubled. On the other hand, exports of crude food
stuffs, chiefly grains, continued to show large decreases, 
and exports of finished manufactures remained 13 per 
cent less than a year ago.

Among the imports, the semi-manufactures and manu
factured foodstuffs groups, the latter largely sugar, 
showed gains in value of about 50 per cent over June of 
last year. Imports of crude materials also increased 16 
per cent in value. Imports of finished manufactures, 
however, were down 24 per cent from a year ago. The 
quantity of raw silk received from abroad was over 50 
per cent larger than in June 1932, but the amount of 
crude rubber and coffee imported was considerably 
smaller.

For the fiscal year ended June 30, exports totaled 
$1,440,000,000 and imports $1,168,000,000. These repre
sent reductions of 26 and 32 per cent, respectively, from 
the year previous and are the smallest yearly totals in 
over a quarter of a century.

D e p a rtm e n t Store T rad e

In June, total department store sales in this district 
were 5 per cent below a year ago, and showed the 
smallest reduction in the average daily rate of sales in 
two years. Syracuse and Southern New York State 
department stores reported increases in sales in com
parison with a year ago, and Hudson River Yalley and 
Capital District stores showed smaller declines than in 
May. In other localities, the reductions were somewhat 
larger than those of May, but in several instances this 
was due chiefly to differences in the number of business 
clays. Furthermore, for the first time in over two years 
the leading apparel stores in this district showed an 
increase in sales over the year previous.

For the first six months of 1933, department store 
sales in this district showed a 14 per cent decline from 
the corresponding period of 1932, and apparel stores 
showed a drop of 12%  per cent. In the first half of 
July department store sales in the Metropolitan area 
of New York were 4 per cent below the corresponding 
period a year ago.

Collections in June of accounts outstanding at the
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end of May averaged slightly higher than last year for 
the second consecutive month. Department store stocks 
of merchandise on hand, at retail valuation, showed 
the smallest reduction from a year ago in nearly two 
years, and apparel store stocks the smallest decline in 
over a year.

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding

Net

June

sales

Jan.
to June

Stock 
on hand 
end of 
month

Ma:
collec

Ju

1932

y 31 
ted in 
n e

1933

New Y o rk .........................................
Buffalo...............................................
Rochester..........................................
Syracuse.............................................
Newark..............................................
Bridgeport........................................
Elsewhere..........................................

Northern New York State. . . .
Southern New York State........
Hudson River Valley District..

—  4 .4
—  6.4 
— 10.9 
+  2.7
—  8.7
—  7.4
—  2 . 6
—  S . 8 
+  1.5
—  4.5
—  4.1

— 13.2 
— 16.0 
— 19.3 
—  8 . 2  
— 17.8 
— 14.6 
— 13.8 
— 16.4 
—  8.4 
— 15.7 
— 16.1

—  9 .6  
— 28.8 
— 19.8 
— 19.9 
— 13.2 
— 1 0 .5 
— 13.4

44.4
38.2
43.4
21.3 
37 .8  
41.2 
31.6

45.4
41.0 
42.7
24.0
39.3 
42.2
30.4

All department stores............ —  5.1 — 14.0 — 1 2 .2 41.0 42.2

Apparel stores......................... +  2 . 1 — 12.4 — 19.3 39.9 43.4

The following table, which compares department store 
sales and stocks in the principal departments with a 
year ago, indicates that in a few lines stocks were larger 
than last year or showed comparatively small reduc
tions, whereas in earlier months this year practically 
all major departments showed substantial reductions.

Net sales 
percentage change 

June 1933 
compared with 

June 1932

Stock on hand 
percentage change 

June 30, 1933 
compared with 
June 30, 1932

Furniture................................................... -1- 6 .5 — 30.3
Cotton goods........................................... +  1.4 +  9.9
Men’s furnishings................................... +  1.4 —  8 . 0
Linens and handkerchiefs..................... +  1 .0 — 1 2 .2
Home furnishings.................................... +  0 .4 — 14.3

—  2.5 —  5.7
M en’s and Boys’ wear........................... —  3 .0 —  9 .4
Luggage and other leather good?........ —  3.7 — 17.5
Women’s ready-to-wear accessories.. . —  7 .0 —  1.3
Toys and sporting g© >ds....................... — 1 0 . 1 — 10.4
Musical instruments and radio........... — 11 .1 — 2 5.8
Silverware and jewelry.......................... — 13.2 __22 5
Toilet articles and drugs....................... — 13.8 — 32.9
W omen’s and Misses’ ready-to-wear.. — 14.4 — 11 .1
Books and stationery............................. — 15.9 — 2 2 .6
Woolen goods.......................................... — 16.9 +  13.9
Hosier v ...................................................... — 21 .8 — 1 2 .1
Silks and velvets..................................... — 25.1 — 15.6
Miscellaneous.......................................... —  1 . 0 — 13.1

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

Total June sales of the reporting wholesale firms in 
this district averaged 23 per cent higher than a year 
ago, the largest increase ever reported. Individual lines 
showing larger increases than at any previous time cov
ered by this bank’s records included the hardware, shoe, 
and silk concerns. The men’s clothing, paper, and cot
ton goods firms reported the most substantial expansion 
since 1929, and sales of machine tools, which have been 
very small for a number of months, showed an increase 
over a year previous for the first time in nearly four 
years. The increases reported in sales of groceries and 
diamonds, although not as large as those occurring in 
May, were with that exception the greatest in over three 
years. Sales of stationery remained below a year ago, 
but the decline was the smallest since 1930. Drug sales,

however, were down considerably from a year ago, fol
lowing sizable increases in April and May. Sales for all 
reporting lines for the first six months of 1933 were
7 per cent below the same period of 1932.

In most lines, stocks of merchandise on hand at the 
end of June showed smaller reductions from a year ago 
than in recent months, and in the case of grocery stocks 
a large increase over last year was indicated. The major
ity of wholesale firms reported a higher rate of collec
tions than last year.

Commodity

Percentage 
change 

June 1933 
compared with 

June 1932

Per cent of 
charge accounts 

outstanding 
M ay 31 

collected in 
June

Percentage
change

in
net sales

Net
sales

Stock 
end of 
month 1932 1933

Junel933
from

Mayl933

First six 
mos. 1933 
from 1932

Men’s clothing...............
Cotton goods.................
Silk goods.......................
Shoes................................
Drugs...............................
Hardware........................
Machine tools**............
Stationery.......................

Diam onds.......................
Jewelry............................

+  17.1 
+25 .5  
+  8 . 8  
+ 87 .8*  
+54 .4  
— 23.7 
+  12.3 
+  7 .0  
— 1 1 .8  
+  5.9 
+  16.7 
— 19.6

+ 26 .6

— 2 1 . 1 
— 26.6*

— 22.5
— 15.3

— 25.9
— 41.0

78.6 
31.4 
30.9
64.8
38.8 
26.0
44.9

59 ’.7
37.7

} 17.7

83.6 
39.5
33.4 
73.9 
44.8
23.4 
44.3

52.7  
40.2

} 24.6

+  4 .4  
+  6 . 6  
+ 1 1 .1
—  4.8* 
+  5.9
—  7.6  
+  0 . 2  
+ 44 .2  
+  14.4 
+  13.9 
+  0 .7  
+ 44 .1

+  O.S 
— 1 1 .8  
— 14.7 
+ 24 .4*  
— 18.1 
+  7.3 
— 1 2 .6  
— 41.7 
— 22.4 
— 2 2 . 0  
— 17.1 
— 30.6

Weighted average... + 2 2 . 8 49.4 54.1 +  6.9 —  7.4

8 uantity va ûe- Reported by the Silk Association of America 
Reported by the National Machine Tool Builders Association

C h a i n  S t o r e  T r a d e

Total June sales of reporting chain stores in this dis
trict were virtually the same as in the corresponding 
month a year ago, which represents the most favorable 
year to year comparison since June 1931. For variety 
chain stores, sales were larger than a year previous for 
the third successive month, and for ten cent store chains 
sales were slightly larger than last year, the first increase 
in two years. Other chain store systems continued to 
report smaller sales than a year ago, but in the ease of 
the shoe chains the decline was more moderate than in 
the preceding month. For the first half of 1933, total 
chain store sales were 9 per cent below the corresponding 
period of 1932.

During June, average sales per store of the reporting 
chains were slightly larger than in June 1932, reflecting 
a small decrease in the number of units operated while 
total sales were little changed. The decline in the total 
number of units operated has been due to large reduc
tions in the number of shoe and drug units, only partly 
offset by a sizable increase in the number of candy stores.

Type of store

Percent age change June 1933 
compared with June 1932

Percentage change 
Jan.-June 1933 
compared with 
Jan.-June 1932

Number
of

stores
Total
sales

Sales
per

store
Total
sales

Sales
per

store

—  2 .1 — 11.4 —  9.4 — 13.7 — 1 2 .0
Ten cent............................................ +  0.4 +  0 .4 +  0 . 1 —  9.0 —  9 .6
Drug................................................... — 13.8 — 17.3 —  4 .0 — 20.4 — 15.7
Shoe................................................... — 16.6 — 15.5 +  1.4 — 25.0 — 14.4

+  1.9 +  18.2 +  15.9 +  2 . 0 0
+  12.3 —  8 .3 — 18.3 —  8.9 — 15.9

—  1.5 —  0 . 2 +  1.3 —  9 .0 —  8 . 2
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Business Conditions in the United States
(Summarized by the Federal Eeserve Board)

I N June, as in the two preceding months, industrial activity increased rapidly 
and in the first half of July there was some further advance. Factory 

employment and payrolls showed a considerable increase. Wholesale commodity 
prices rose rapidly until the third week of July when prices of leading raw 
materials showed a sharp decline.

P roduction  a n d  E m p l o y m e n t

Volume of industrial production, as measured by the Board’s seasonally 
adjusted index, advanced from 77 per cent of the 1923-1925 average in May 
to 89 per cent in June, as compared with 60 per cent in March. Activity in the 
steel industry continued to increase during June and, according to trade reports, 
during the first two weeks of July; in the third week of the month it showed 
little change. Demand for steel from the railroads and the construction 
industry continued at a low level. Output of automobiles, which usually 
declines at this season, increased in June and showed little change in July. 
Consumption of cotton by domestic mills was larger in June than in any 
previous month, and continued at a high rate during the first half of July. At 
woolen mills and shoe factories activity increased further in June to unusually 
high levels.

Working forces at factories increased substantially between May and June 
and the Board’s seasonally adjusted index of factory employment advanced 
from 61 per cent of the 1923-1925 average to 65 per cent. Factory payrolls 
also increased by a considerable amount, to 46 per cent of the 1923-1925 
average.

Value of construction contracts awarded, as reported by the F. W. Dodge 
Corporation, showed an increase in May and June, contrary to the usual 
seasonal movement.

Department of Agriculture estimates as of July 1 indicated a wheat crop 
of about 500,000,000 bushels, 350,000,000 bushels below the average of 1926- 
1930, reflecting chiefly adverse weather conditions. Feed crops have also been 
seriously damaged. Cotton acreage on July 1 was estimated at about 41,000,000 
acres, an increase of 4,000,000 acres over last year, but it is proposed as a part 
of the program of the Agricultural Adjustment Administration to reduce the 
area by about 10,000,000 acres.

D is t r ib u t io n

Freight traffic continued to increase during June, reflecting in large part 
heavier shipments of coal, miscellaneous freight, and lumber products. Distri
bution of commodities through department stores showed about the usual 
seasonal decline in June.

W h o l e s a l e  P rices

Wholesale prices of commodities advanced from 64 per cent of the 1926 
average in the first week of June to 69 per cent in the middle of July, according 
to the index of the Bureau of Labor Statistics. This marked upward move
ment reflected large increases in the prices of most basic raw materials, 
including grains, cotton, hides, non-ferrous metals, steel scrap, petroleum, and 
rubber; most of these commodities are traded in on organized exchanges and 
enter into world trade. The prices of many manufactured products, particularly 
textiles, leather, and gasoline, also advanced substantially. On July 19, 20, 
and 21, following rapid advances in the preceding period, prices of leading raw 
materials declined sharply.

F oreign E x c h a n g e
In the exchange market the value of the dollar in terms of the French 

franc declined to 69 per cent of its gold parity on July 18 and then advanced 
to 72 per cent on July 21.

B a n k  Credit

During the four weeks following the enactment on June 16 of the Banking 
Act of 1933, which prohibits the payment of interest on demand deposits, net 
demand deposits of weekly reporting member banks in 90 cities declined by 
$500,000,000, reflecting the withdrawal of $300,000,000 in bankers’ balances 
from banks in New York City and elsewrliere, and the transfer of funds from 
demand to time accounts. Time deposits increased by $260,000,000. The banks ’ 
holdings of United States Government securities increased during the four 
weeks ended July 12, and there was a further rapid growth in open-market 
brokers’ loans, while loans to customers declined.

Return flow of currency amounted to $90,000,000 during the five wTeeks 
ended July 19. During the same period the Federal Reserve Banks purchased 
$85,000,000 of United States Government obligations and member banks 
reduced their indebtedness to the Reserve Banks by $90,000,000. The with
drawal of bankers’ balances from New York City reduced excess reserves of 
member banks in that city, while surplus reserves of member banks outside 
New York increased substantially.

Money rates in the open market generally continued at low levels, although 
recently slight increases have occurred in acceptance rates, time money against 
stock exchange collateral, and yields on short term United States Government 
securities.
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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 ,1 9 3 3

M on ey  M arket in August

Excess reserves of the principal New York City banks 
remained comparatively small during the first half of 
August but subsequently increased substantially to about 
$150,000,000, and open market money rates in New York 
declined to levels even lower than those reached in June, 
and about as low as in January and early February. For 
all other member banks throughout the country excess 
reserves remained around $450,000,000, and the total 
for the entire country, therefore, rose above $600,000,000, 
and about equaled the high level reached early last 
January. The distribution has changed materially since 
January, however, a large part now being distributed 
throughout the country, whereas in January at least half 
was concentrated in New York.

The increase in the excess reserves of New York banks 
during the latter half of August was due partly to an 
expansion i”  Reserve Bank purchases of Government 
securities. For a number of weeks purchases had been 
made at the rate of about $10,000,000 a week, following 
purchases varying from around $20,000,000 to $25,000,- 
000 for several weeks in May and June. In the third 
week of August the amount of Government securities 
purchased by the System was increased to $35,000,000, 
and in the fourth week a like amount was purchased.

The total loans and investments of principal New 
York City banks showed greater stability during August 
following a decline in July. In other principal cities 
also the amount of member bank credit outstanding 
showed no material change in August, following a rather 
substantial increase from the middle of June to the end 
of July. The failure of bank credit to expand in the 
face of mounting excess reserves and increasing business 
activity may, however, be attributed at least in part to 
the further effect of the discontinuance of interest pay
ments on demand deposits. In the four weeks ended 
August 23 the demand deposits of reporting member 
banks declined $220,000,000 to a volume $800,000,000 
less than on June 14, just before the passage of the 
Banking Act of 1933 which made discontinuance of 
interest payments on demand deposits mandatory. Idle 
demand deposits have sought investment in United 
States Government securities and other high grade 
securities of short maturity, and this has tended to pre
vent further accumulation of such securities in bank 
portfolios and even to cause some decline. The Govern
ment security holdings of the reporting banks declined 
about $150,000,000 between June 21 and August 23,

notwithstanding large purchases of new Government 
securities, especially those issued on August 15.

There are indications, however, that the reduction in 
demand deposits has not meant a corresponding reduc
tion in the amount of money in active use. It has 
reflected rather a tendency of corporations and others 
to invest deposits not immediately needed, and to use 
the remaining balances more intensively. This is reflected 
in the accompanying diagram, which shows the velocity 
or turnover of demand deposits in the principal cities 
for a number of years past. As this indicates, the activity 
of deposits following an extraordinary rise from 1925 
to 1929 declined to between 50 and 60 per cent of the 
1919-1925 avenge at the end of 1932. Subsequently 
there has been a rapid rise to about 85 per cent of the 
average for 1919-1925, the highest rate since the middle 
of 1931.

This increase in the turnover of deposits has reflected 
not only a reduction in idle deposits, but also an increase 
in the volume of checks drawn against the remaining 
deposits, accompanying the improvement in general busi
ness conditions during recent months. Thus far the 
recovery in business appears to have been financed 
largely through more active use of the existing money 
supply, although there has also been a fairly substantial 
increase in deposits since March, resulting partly from 
expansion of bank credit and partly from the return 
of hoarded currency.

The volume of currency outstanding, which had de
clined almost without interruption from the end of the

P E R  C E N T

Rate of Turnover of Demand Deposits in Principal Cities 
(Federal Reserve Bank of New York index)
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bank holiday to the latter part of July, has shown little 
net change during the past month. In view of the fact 
that the seasonal increase in currency circulation usually 
begins in August and that payroll requirements are in
creasing, due to improving business and higher wage 
scales, however, it would appear that the return flow of 
money out of hoards has not ceased, although it has prob
ably been less rapid accompanying the slower pace in the 
security and commodity markets. As a diagram on a later 
page of this Review indicates, the number of wage earners 
receiving increases in their rates of pay during June 
and July was far greater than in any other month in 
several years. It appears that this movement has con
tinued subsequently and has tended to increase payroll 
requirements further during the past month.

M o n e y  R at es  
Money rates declined somewhat in August, especially 

in the latter half of the month accompanying the rise 
in excess reserves of New York banks, and in most cases 
reached the lowest levels of the year. Rates for accept
ances of maturity exceeding 45 days were reduced %  
per cent, and short bills declined Ys per cent. Yields on 
short term Government securities were reduced ma
terially, and quotations on 90 day Stock Exchange loans 
decreased about Y2 per cent during the month. On 
August 30 the Stock Exchange quotation for call money, 
which had held for some time at 1 per cent, was reduced 
to %  per cent. A  comparison with rates prevailing at 
the end of July and with those of a year ago follows.

Money'Rates at NewpTork

Aug. 31, 1932 July 31, 1933 Aug. 31, 1933

Stock Exchange call loans........................ 2 1 %
Stock Exchange 80 day loans................. * l M -i H * i h - i  y2 *%
Prime commercial paper......... ................ 2-2  M i y 2 i y 2
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans.. 
Treasury securities

% H
f4 .13 f3 .24 t3.19

Maturing December (yield)................ 0 .09 0.08 No yield
Maturing March (yield)......................

Federal Reserve Bank of N. Y . redis
0.26 0.40 O .ll

count rate................................................
Federal Reserve Bank of N. Y . buying

2Y2 2 ^

rate for 90 day indorsed bills............. 1 1 1

* Nominal t  Average rate of leading banks at middle of month

B il l  M a r k e t
A strong and widespread investment demand for 

bankers acceptances existed throughout the entire month 
of August. New York City banks, out of town banks, 
and corporations were in the market for bills, and as 
accepting and discounting banks retained new bills that 
came into their possession, the dealers were unable to 
fill orders. By the third week of the month the port
folios of the dealers were reduced to the lowest figure 
in the history of the bill market and effective August 23 
open market rates for bills maturing in 46 days to 6 
months were reduced Ys per cent. This reduction re
stored all bill rates to the levels which had prevailed 
prior to the increase of early July, quotations for the 
short bills having reverted to their former level shortly 
after they were increased in July. On August 30, the 
dealers made a further general reduction of Ys per cent 
in their rates; the offering rate of Y± Per cen  ̂established 
on 90 day bills equaled the low which prevailed for a 
short time early this year.

During July, the volume of bankers acceptances out

standing rose $51,000,000 further to $738,000,000, and 
at that figure was above the level of the previous year 
for the first time since June 1931. An increase of $36,- 
000,000 in bills arising from domestic warehouse credits 
was again the largest factor in the rise, although there 
were also increases of $6,000,000 in import bills and in 
bills based on goods stored in or shipped between foreign 
countries. There was a large increase during July in 
holdings of bills by accepting banks, both in New York 
City and outside, and there was also a further material 
rise in holdings by corporations. Accompanying these 
increases, which were about twice as large as the rise in 
the volume of bills outstanding, Federal Reserve hold
ings of bills and the amount held in dealers’ portfolios 
declined considerably.

C o m m e r c ia l  P aper  M a r k e t

A further increase in the demand for accommodation 
by commercial and industrial concerns eligible to use 
the facilities of the open market resulted in a continued 
rise in the amount of commercial paper outstanding 
through dealers reporting to this bank. The total of 
$97,000,000 on July 31 showed an increase of 33 per 
cent for the month and raised outstandings to the highest 
level since last November. Drawings of new paper dur
ing August continued to be readily absorbed by the in
vestment demand, and in fact orders received from 
banks by the dealers considerably exceeded the paper 
which was available. Most of the prime paper continued 
to be sold during August at 1Y2 per cent, with some 
business also transacted at 1 %  per cent.

Security M arkets
The stock market showed a rising trend in August, 

although daily movements were somewhat more irregular 
than in preceding months. As a result representative 
averages of general prices by the end of August had 
recovered more than one-half of the loss sustained in the 
sharp reaction between July 18 and 21. Industrial and 
railroad stocks accounted for all the rise in the general 
price averages, these types of shares recovering to 
within 7 to 8 per cent of their July highs, while public 
utility stocks showed little net change for the month 
of August and remained about 20 per cent below the 
peak reached in July. In comparison with the turnover 
of immediately preceding months, stock trading was 
rather dull in August. Trading on the New York Stock 
Exchange averaged less than 2  million shares daily, 
although activity tended to increase somewhat toward 
the end of the month.

In contrast to the net advances in stock prices, domes
tic corporation bond averages showed slight declines for 
August, remaining about 2 points below their July highs. 
Nevertheless, at present levels, domestic corporate bond 
averages composed principally of high grade issues have 
recovered more than 65 per cent of their declines during 
the 1930-1932 period, and averages having a larger 
representation of lower grade issues have recovered over 
50 per cent of the ground lost in the 1930-1932 slump. 
Recently the higher grade issues have continued to in
crease in price or to hold steady, while the second grade 
issues have declined slightly from their July highs.

Foreign dollar bonds showed a small net decline dur
ing August. United States Government bonds, in keep
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ing with other high grade bonds, advanced slightly for 
the month. Liberty Loan issues rose about %  of a point 
and long term Treasury bonds about %  of a point on 
the average, with the new 3^4 per cent Treasury bonds 
floated August 15 going to a premium of over 1 point.
N ew  Financing

Public offerings of new securities during July totaled 
$169,000,000, of which $124,000,000 represented new 
capital issues and $45,000,000 refunding issues. Domes
tic corporate financing accounted for $53,000,000 of the 
new capital issues, a Federal Intermediate Credit Bank 
issue for $35,000,000, State and municipal offerings for 
$28,000,000, and a foreign issue for $7,000,000. While 
new capital issues during June and July were somewhat 
larger than in immediately preceding months, the total 
for the first seven months of this year at $403,000,000 
was less than one-tenth of the average of $4,328,000,000 
of new capital flotations during the first seven months 
of the years 1926-1928. Furthermore, the larger part 
of this year’s total represented State and municipal 
financing, so that it appears that the flow of new capital 
to industrial enterprises during this period was at a 
very low level.

Between July 7 and August 29, registration state
ments of security issues filed with the Federal Trade 
Commission under the Securities Act of 1933 totaled 
approximately $183,000,000. This aggregate amount 
represented to a considerable extent proposed issues by 
investment companies, including investment trusts, con
cerns selling corporate trust shares, mortgage companies, 
and small loan companies. While the registrations also 
included a number of issues of mining, brewery, and 
miscellaneous industrial concerns, there were no issues 
of important size to indicate an acceleration of the rais
ing of new capital funds in the securities markets for 
the use of industry. According to preliminary data, new 
security issues actually announced by public advertise
ments during August totaled less than $50,000,000, com
posed entirely of State and municipal financing.

U n i t e d  S t a t e s  T r e a s u r y  F i n a n c i n g

On August 15, the Treasury sold a total of $1,189,- 
000,000 of new securities, partly to replace a maturity 
of $469,000,000 of certificates of indebtedness. The re
cent financing was composed of $835,000,000 of 3 %  per 
cent Treasury bonds due in 1941, and $354,000,000 of 
1%  per cent Treasury notes due in August 1935. Under 
the terms of the Treasury offering, cash subscriptions 
to the bonds and notes for amounts up to and including 
$10,000 were allotted in full, and subscriptions for 
which payment was tendered in certificates of indebted
ness maturing August 15 were given preferred allot
ment. Also subscriptions to the bond issue for which pay
ment was tendered in certificates of indebtedness matur
ing September 15 were allotted in full. In accordance 
with the exchange provisions a total of $238,000,000 of 
the August 15 certificates of indebtedness were ex
changed for the new bond and note issues, leaving $231,- 
000,000 to be redeemed for cash, and $231,000,000 of 
certificates of indebtedness due September 15 were ex
changed for the new bond issue, reducing the maturity 
to be met on September 15 to only $220,000,000. Both

issues were heavily oversubscribed and immediately sold 
up to substantial premiums.

In addition to the securities floated on August 15, five 
Treasury bill issues, totaling $371,000,000, were put out 
to replace corresponding maturities. Rates on this type 
of financing ranged downward from 0.35 per cent on the 
August 2 issue to 0.14 per cent on the August 30 issue.

Foreign Exchange
Following a rather consistent advance in the second 

half of July during which time the discount on the 
dollar was reduced from 31.3 per cent to 25.8 per cent, 
the dollar fluctuated within a range of 25 to 27 per cent 
discount from the French franc through August 22. In 
the next three days the discount widened suddenly to 
31.1 per cent, and although the dollar again strengthened 
somewhat thereafter, by August 31 it had recovered only 
partly to a discount of 29.8 per cent.

In the first three weeks of the month all of the major 
foreign currencies moved in rather close concordance, 
advancing or declining together against the dollar. In 
the latter part of the month, however, the pound sterling 
showed weakness in terms of the gold currencies, and in 
London the price of sterling declined to between 81 and 
82 francs, as compared with a price range of about 85%  
to 88 francs which had prevailed earlier this year.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Aug. 31, 1932 July 31, 1933 Aug. 31, 1933

$ .1390 $ .1387 $ .1885 $ .1990
.2680 .1780 .2010 .2025

4.8666 3.4700 4.4800 4.5275
.0392 .03920 .05280 .05578
.2382 .2379 .3222 .3395
.4020 .4023 .5440 .5730

Italy.................................... .0526 .0513 .0709 .0748
.2680 .1740 .2252 .2275
.1930 .0804 .1128 .1190
.2680 .1783 .2315 .2335
.1930 .1938 .2610 .2748

1 .0 0 0 0 .8963 .9300 .9500
.9648 .5865 .7756 .8193

Brazil.................................. .1196 .0763 .0829 .0839
1.0342 .4750 .6000 .6600

.4985 .2288 .2770 .2681

.3650 .2628 .3380 .3410
.3156 .2850 .2875

G old M ovem en t
During the month of August there was an increase 

of about $8,000,000 in the monetary gold stock of the 
United States, due principally to the release of $6,249,000 
of gold held by a New York bank for foreign account.

Exports of $73,200,000 to France, $6,500,000 to 
Czechoslovakia, and $200,000 to Germany, represented 
the release and shipment of gold previously held under 
earmark, which had no effect on the gold stock of this 
country; in addition, approximately $425,000 of gold 
was exported to France under license of the Secretary 
of the Treasury. Imports were negligible.

Central Bank R ate  Changes
Following two reductions of one-half per cent each in 

July, the Netherlands Bank reduced its discount rate 
on August 15 from 3y 2 to 3 per cent. On August 16 
the Bank of Java rate was lowered from 5 to 4%  
per cent.
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Reflecting the recovery which occurred in business 
volume and prices during the second quarter of 1933, 
the earnings reports of industrial and mercantile con
cerns for the April to June quarter made the most favor
able aggregate showing since the third quarter of 1931. 
This is indicated in the accompanying diagram which 
compares quarterly net profits of a list of 163 represen
tative corporations over the past 4%  years.

All reports available at this time for the second quarter 
of the last three years are summarized in the following 
table. As this shows, the greatest percentage improve
ment in profits between the second quarter of 1932 and 
the corresponding period of 1933 was in the automobile, 
automobile accessory, household equipment, office equip
ment, and aviation companies. More than two-thirds 
of the groups of companies improved their earnings 
position over last year, either increasing their net profits, 
or converting deficits into profits, or reducing losses, 
and aggregate net profits for all groups were nearly 
five times as large as in the second quarter of 1932, 
although they remained considerably below 1931.

For the first half of 1933, reports of 435 companies are 
available, a larger number than for the second quarter, 
since many concerns publish half-yearly but not quar
terly reports. These reports indicate total net profits 
more than twice as large as a year ago, although still 
far below the total for the first half of 1931. Twelve 
of the 27 groups shown in the table did not improve 
their half-yearly net profits over those reported last 
year, owing in part at least to the very poor showing 
during the first quarter.

The improvement in the earning power of the railroads 
paralleled that of the industrial concerns, as is indi
cated by the second part of the diagram. Net operating 
income of the Class I railroads in the second quarter 
was between two and three times as large as in 1932, 
with the result that the total for the first half year was 
about 40 per cent ahead of last year, although in the 
first quarter net operating income was only half as 
large as in 1932.

The telephone and other public utility companies, 
however, reported a smaller return this year than last, 
both in the second quarter and in the first six months, 
according to reports available at the present time.
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13 61.5 1.4 47.9 15 89.5 2.4 43.8
6 1 .1 —  0 . 2 0 .3 9 2.9 0 0 .5
6 1 . 0 —  1.5 2.9 9 1 . 2 —  1 . 8 2 .7

9 13.0 2 . 1 7 .5
Mining and smelting 

(excl. copper, coal 
and cok e)................. 12 5 .0 1 . 8 6 . 6 17 11.3 3 .7 1 0 .1

Household equipment. 6 1.4 —  0.3 1.3 8 1.4 —  1 . 6 0 . 2
Clothing and textiles.. 5 0 . 2 —  0 . 8 0 .4 22 —  0.9 — 15.3 1.4
Automobile parts and 

access, (excl. tires).. 31 7.9 —  1 . 0 5.5 39 13.3 —  7.2 0 .4
Office equipment......... 7 2 . 6 0 . 2 1.4 8 5.6 1.4 2 .5
Leather and shoes. . . . 6 5.6 2.9 4 .6
Shipping........................ ‘ 6 i ’. i 0 .5 ’ 6 ’.4 8 0 . 8 —  0 . 2 0
Chemicals and drugs.. 18 1 2 . 0 7.2 8.4 22 28.7 18.3 16.9
Food and food prod.. . 37 41.9 31.0 31.8 45 100.3 74.5 65.9
Printing and pub........ 4 3 .7 2 . 1 0 .3 8 10.7 5 .8 2 .3
Motion picture and 

amusement............... 2 3.2 2.3 0 . 6 2 8 . 0 6 . 0 2 . 2
6 1.4 0 .7 0 . 6 7 2.7 1 . 2 0 .4

Building supplies......... 11 1.5 —  1 . 8 0 . 2 17 5.2 —  5.1 —  2 . 0
Steel............................... 19 8 . 2 — 36.3 — 14.2 22 14.7 — 67.7 — 50.3

4 0 .5 —  0 . 8 —  0.5 4 1.3 —  1 . 0 —  0 .9
Coal and coke.............. 7 0 —  1.5 —  1.4 9 1 . 0 —  3.1 —  3 .2
Machinery. .................. 12 1 . 8 —  2.4 —  2 .3 21 5.1 —  6 .5 —  7.4
Railroad equipment.. . 9 2 .7 —  1.5 —  1 .6 12 6.3 —  3.8 —  5.1
Copper.......................... 5 —  0 .7 —  1.3 —  1 .2 6 —  0.9 —  2 .3 —  3 .3
Rubber and tires......... 6 1.7 —  4 .2 —  6 . 1
Electrical equipment.. ' 8 i i  *8 0 .5 0.3 12 2 0 . 2 2 . 8 —  1.9
O il.................................. 24 — 27.9 13.6 —  6.5 30 — 39.7 1 2 .6 — 33.8
Miscellaneous............... 36 23.3 7.8 15.6 62 67.5 2 1 . 1 31.1

Total
f24—  for 2nd quar.l 
^27 —  for 1st half J . . 294 165.2 19.7 96.8 435 376.5 35.0 78.5

Telephone (net operat
ing income)............... 103 72.3 51.2 47.1 103 141.8 1 0 2 .0 88.5

Other public utilities 
(net earnings).......... 50 79.5 68.9 60.7 50 168.3 148.5 125.4

Total public utilities 153 151.8 12 0 .1 107.8 153 310.1 250.5 213.9

Class I railroads {net 
operating incom e). . 150 129.2 44.2 119.2 150 235.4 109.6 152.9

1ST 2 N D  3R D  4 T H  1ST 2 N D  3RD 4 T H
Quarterly N et Profits of 163 Industrial and Mercantile Corpora

tions, and N et Operating Income of Class I Railroads

Indexes of Business A ctivity

A  moderate recession appears to have occurred in 
primary distribution of goods since the middle of July, 
but the distribution of goods to consumers, which had 
tended to lag, appears to have improved moderately. 
Two of the best measures of general business activity—  
the railroad movement of less than carload and miscel
laneous freight, and electric power production —  are 
shown in the accompanying diagram. From March to 
July the index of freight traffic rose 30 per cent, while 
that of electric power output advanced 21 per cent, and 
in both cases the July levels were the highest since early 
in 1932. These gains were of longer duration and larger 
magnitude than any previous advance during the last 
four and a half years, as the diagram shows, and the 
recession which has occurred since the middle of July 
has offset a relatively small portion of the rise. In 
contrast to these declines, the dollar value of department 
store sales in the New York Metropolitan area during 
the first half of August was 3 per cent larger than in the 
corresponding period a year ago, which represents the 
first year to year increase in the daily average rate of 
sales since the middle of 1930.

For the month of July as a whole, increases over June 
were shown by a large majority of this bank’s season
ally adjusted indexes of trade and business activity. 
Among the principal series, increases occurred in freight
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INDEX

W eekly Indexes of Electric Power Production and Loadings of  
Miscellaneous and Less than Car Load Freight (Federal 

Reserve Bank of N ew  York indexes adjusted for usual 
seasonal m ovement and long time grow th)

traffic, foreign trade, department store and wholesale 
trade, chain store trade other than grocery sales, pas
senger automobile registrations, volume of check trans
actions, and electric power production. In addition, 
business failures declined more than is usual in July. 
There were only minor decreases in a few lines. Most 
of the indexes in July were at a considerably higher 
level than in July 1932.

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1932 1933

July May June July

Primary Distribution
Car loadings, merchandise and m isc.r. . . 51r 54r 58 r 60r
Car loadings, other...................................... 41 48 55 63
Exports............................................................ 43 43r 47 57 p
Im ports........................................................... 53 53 64 77 p
Waterways traffic......................................... 31 46 55
Wholesale trade............................................ 77 99 lOOr 112

Distribution to Consumer
Department store sales, 2nd dist.............. 73 72 71 73p
Chain grocery sales...................................... 72 60 60 58
Other chain store sales................................ 76 71 75 79 p
Mail order house sales................................. 69 66 65 66
Advertising..................................................... 55 51 54 53
Gasoline consumption r .............................. 6 8r 72r 81r
Passenger automobile registrations.......... 29 36 47p 50p

General Business Activity
Bank debits, outside of New York City.. 65 57 62 67
Bank debits, New York C ity..................... 61 53 58 67 p
Velocity of bank deposits, outside of New

York C ity ................................................. 81 73 .  78 90
Velocity of bank deposits, New York City 61 52 62 75
Shares sold on N. Y. Stock Exchange. . . 75 231 310 375
Life insurance paid fo r ................................ 74 64 67 71p
Electric pow er............................................... 68 66 69p 7lp
Employment in the United States........... 60 62 66 72
Business failures............................................ 133 84 76 70
Building con tracts....................................... 27 15 19 17
New corporations formed in N. Y. State. 91 85 85 83
Real estate transfers r ................................. 51r 45r 47r

General price level*...................................... 129 127 128 132
Composite index of wages*........................ 179 172 173p 175p
Cost of living*............................................... 139 127r 128r

p Preliminary r Revised * 1913 average=100

Production
During August a moderate recession from the com

paratively high levels reached in July occurred in the 
output of a few of the leading industries. Activity in 
the cotton textile industry was reported to have declined 
somewhat, following the extraordinary expansion from

March to July, and in the steel industry operations dur
ing the second half of the month declined 10 points 
to 47 per cent of capacity, after having been maintained 
during the first half of August at about the same level 
as in the latter part of July. The production of auto
mobiles, however, appears to have been well maintained.

In July, productive activity rose sharply for the fourth 
consecutive month, with the result that the Federal Re
serve Board's seasonally adjusted index increased 8 per 
cent to 98 per cent of the 1923-25 average. At this figure 
the index was 38 points, or 63 per cent, above the March 
level and was at about the average level of 1930. Large 
increases from June to July, both before and after sea
sonal adjustment, occurred in the production of pig iron, 
steel, zinc, bituminous coal, and building materials, and 
in the activity of wool mills, and the output of auto
mobiles was reduced considerably less than usually. Con
sumption of cotton and production of shoes showed little 
change other than seasonal, but consumption of silk and 
the output of lead and tobacco were substantially 
reduced.

(Adjusted for seasonal variations and usual year to year growth)

1932 1933

July M ay June July

Metals
19 25 39 59

Steel ingots.......................................................... 21 41 64 85
28 32 38 32
29 40 46 61

Tin deliveries...................................................... 41 71 85

Automobiles
Passenger cars.................................................... 25 33 45 50p
Motor trucks...................................................... 28 48 66 70p

Fuel»
Bituminous ooal r ............................................. 50r 60r 69r 82r
Anthracite coal r ............................................... 55 r 47r 71r 68r

ser 42r 52 r 65r
Petroleum, crude............................................... es 82 81 79p
Petroleum products.......................................... 70 68 71

Textiles and Leather Products
Cotton consumption........................................ 56 104 120 119
W ool mill activity............................................ 64 104 133 151
Silk consumption............................................... 82 82 88 79

77 114 122p 124p

Foods and Tobacco Products
Livestock slaughtered..................................... 87 105 110 113
Wheat flour......................................................... 85 101 98r 94
Sugar deliveries r .............................................. 94r 93r 77 r 75r
Tobacco products r .......................................... 80r 94r 88 r 79r

Miscellaneous
45 37 43 48
55 62 77

Lumber................................................................. 30 33 42 51
Printing activity r ............................................ 64r 57r 59r
Newsprint paper................................................ 72 71 77 79

p Preliminary r Revised

C om m odity Prices
Following an abrupt decline during the latter part of 

July, the prices of actively traded farm products fluctu
ated irregularly during August, but on the whole showed 
a moderate net decrease for the month. The cash price 
of Number 1 Northern wheat at Minneapolis dropped 
7%  cents to 86*4 cents a bushel, as compared with a 
July high of $1.22%, and spot cotton receded 55 points 
to 9.45 cents a pound, reaching a level 2.30 cents below 
its high of July 18. Moderate decreases occurred also 
in the prices of livestock and hides. While the quota
tions for those farm products which have been especially 
sensitive to speculative influences were substantially 
below the levels prevailing at the middle of July, prices
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of agricultural products as a whole showed only a moder
ate decline from July 15 to August 15. Farm prices 
at the farm, as measured by the index of the Depart
ment of Agriculture, receded 5 per cent during this 
period, following an advance of 55 per cent in the pre
vious five months. Among the various component groups 
of the index, pronounced declines occurred only in the 
grain and cotton classifications, while fruits and vege
tables showed a large advance, and miscellaneous farm 
products rose moderately.

Basic commodities other than domestic agricultural 
products showed little or no net change during August. 
Commodities for which the changes in quotations were 
small included the nonferrous metals, steel scrap, rubber, 
silk, and sugar.

In general, the prices of manufactured goods were 
stable or showed a continued upward tendency in 
August. The prices of textile products advanced con
siderably further accompanying increased manufactur
ing costs, and building material prices also showed a 
moderate advance.

Foreign Trade
The value of this country’s foreign merchandise trade 

in July showed a substantial increase over the previous 
month, contrary to the usual movement during the sum
mer. After allowance for the usual seasonal variations, 
both exports and imports were about 25 per cent above 
June in value, due to increases both in commodity prices 
and in the volume of shipments. Compared with a year 
ago, exports which amounted to $145,000,000 were 36 
per cent larger, and imports which totaled $143,000,000 
were 80 per cent larger.

The quantities of several of the leading export and 
import commodities in the foreign trade of the United 
States which were shipped or received during the first 
seven months of this year are shown in the accompany
ing diagram in comparison with the movements of these 
commodities during 1932 and 1931. All four of the im
port commodities shown in the diagram were received 
in larger volume in July than a year ago, the increases

EXPORTS

ranging from 29 per cent in the case of coffee to 65 
per cent in the case of sugar. Receipts of crude rubber 
and raw silk also were above those for two years ago as 
well, imports of rubber showing a sudden expansion 
from June to July, while silk imports have increased 
continuously and substantially since February.

In the case of the important export commodities shown 
in the diagram July shipments of three of the four com
modities or groups were considerably larger than a year 
ago. An exception was the export of wheat and wheat 
flour, which has declined and has been reduced in im
portance from 7.5 per cent of the value of all exports 
in 1921-1925 to about 1 per cent currently. Automobile 
exports were nearly double the small number of a year 
ago, while shipments abroad of raw cotton, which have 
been expanding against the usual seasonal tendency since 
April, showed an increase over last year of more than 
50 per cent, and shipments of refined petroleum products 
showed a rise of almost 40 per cent.

Em ploym ent and Payrolls
A  large increase in employment and payrolls in the 

United States was reported for the period from the mid
dle of June to the middle of July. According to the 
seasonally adjusted index of the Federal Reserve Board, 
working forces at factories showed a rise of 8 per cent, 
and payrolls advanced 12 per cent after seasonal allow
ance. Considerable increases occurred in nearly all of 
the principal manufacturing lines. Working forces and 
wage payments were larger also in railroad transporta
tion, mining, and wholesale trade, but the number of 
workers engaged in building construction showed little 
change, and employment in retail establishments receded 
seasonally.

The number of workers returned to employment from 
March to July is estimated at about 2,000,000. About 
half of this increase represented a rise in factory work
ing forces, and the balance occurred in other activities, 
including agriculture, trade, railroad transportation, 
and construction.

A  sharp reversal of the downward tendency of factory

J F M A M J J  A . S O N  D J F M A M J J  A  5  O N D J  F M A M  J  J  A S O N  D J F M A M J J  A S O N D

Quantities of Important Commodities in Export and Import Trade of the United States, 1933 Compared with Previous Two Years
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and Decreases (Data collected by Bureau of Labor Statistics 

from reporting establishm ents in the United States)

wage rates during June and July is indicated by data 
collected from reporting establishments by the Bureau 
of Labor Statistics, which are shown in the accompany
ing diagram. In the month ended June 15 wage rate 
increases were granted to 213,000 workers, or 7.6 per 
cent of the employees covered by reports to the Bureau 
of Labor Statistics, and 202,000 workers received in
creases in the following month. Wage rate increases had 
been negligible since early in 1930, and reductions had 
been especially numerous since the last quarter of 1931. 
The recent increases have affected about the same num
ber of employees as did wage cuts in the month of most 
widespread reduction in 1932.

In New York State, factory employment increased 5 
per cent from June to July, although the usual seasonal 
movement is downward. After allowance for seasonal 
changes, employment rose 20 per cent from March to 
July, reaching a level 19 per cent above that of July 
1932. Payrolls showed an unseasonal increase of 6 per 
cent in July, and after seasonal adjustment were 32 per 
cent higher than in March, and 22 per cent above the 
corresponding period a year ago.

Building

Following increases in the two previous months, this 
bank’s index of building contracts which is adjusted 
for seasonal variations and long term growth, receded 
somewhat during July. Contracts for public works and 
utilities and other non-residential building showed more 
than seasonal declines, and total contracts for July were
19 per cent below the June total according to the F. W . 
Dodge Corporation report. Residential contracts, how
ever, showed little change after seasonal adjustment, and 
continued above the level of a year ago for the third 
consecutive month. The increase over a year ago of
20 per cent in residential building in July compares 
with a decline of 67 per cent in public works and utility 
contracts. There was also a decline of 18 per cent in 
other non-residential construction, wThich was due 
entirely to a shrinkage in contracts for buildings of a 
public or semi-public character. Contracts for factory 
construction and some types of commercial buildings,

such as warehouses, showed a considerable increase over 
last year.

During the first three weeks of August, the average 
daily amount of building and engineering contracts 
awarded showed a sizable increase over the July level, 
in contrast to a usual seasonal decline. The increase 
was entirely in public works and utility projects, which 
for this period considerably exceeded those for the whole 
month of July. Total contracts as a consequence were 
only 21 per cent below a year ago, a much more favor
able comparison than in preceding months. Residential 
building continued to be the only class to show an 
increase over last year, but the decline in public works 
and utilities was reduced to about 20 per cent.

For the first seven months of 1933, the total value of 
building and engineering contracts was 35 per cent below 
a year ago. Residential building was 25 per cent 
smaller, public works and utility contracts nearly 50 
per cent smaller, and other non-residential building 28 
per cent less than in the corresponding months of 1932. 
A few types of industrial construction, including chemi
cal, food and beverage, and petroleum plants, showed 
substantial increases over last year, but there were large 
declines in contracts for schools, churches, hospitals and 
other institutions, public buildings, and highways— all 
of which are dependent largely for their financing upon 
governmental organizations or upon public contribu
tions. Private construction also has undoubtedly been 
retarded by financing difficulties due to the unavail
ability of mortgage money and the virtual cessation of 
new security flotations.

Crops
According to the August 1 report of the Department 

of Agriculture, weather conditions during the current 
season were more adverse to the production of crops 
than in any corresponding period of the past fifty years. 
For several crops the estimated condition on August 1 
was the lowest on record, and in the case of a number of 
others the condition was unusually poor. In addition, 
acreage under cultivation was somewhat smaller than the 
acreage harvested last year; this reduction also was prin
cipally the result of unfavorable weather conditions.

The following diagram shows the estimated pro
duction of ten leading crops as percentages of the aver
age harvests for the period 1926-1930. As this indicates, 
the largest decline has occurred in grains other than 
corn. The estimated 1933 harvest of all types of wheat, 
at 500,000,000 bushels, is 42 per cent below the average 
harvest of 1926-1930, and is the smallest since 1893. The 
prospects for oats, rye, and barley are no more favorable 
than those for wheat. On the other hand, the indicated 
corn output, at 2,300,000,000 bushels, is only 10 per cent 
below the five year average harvest, although it is 600,- 
000,000 bushels or 21 per cent less than last year’s un
usually large crop. The indicated yield of potatoes is 
17 per cent smaller than last year’s harvest, which was 
about equal to the average crop of 1926-1930. The esti
mated production of tobacco, although somewhat below 
the five year average, is considerably larger than last 
year’s output, reflecting an increase of 22 per cent in 
acreage planted to tobacco. The estimated production of
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1926-30 AVERAGE 
= 100 PER CENT
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A u gu st 1933 Production Estim ates of Department of Agriculture 
for Ten Principal Crops Compared with Average  

H arvests of 1926 to 1930

apples is also somewhat less than the five year average, 
but is larger than last year 's harvest.

As a result of the expected removal of 10,300,000 acres 
from cultivation through the acreage reduction program 
of the Agricultural Adjustment Administration, this 
year's indicated cotton crop has been reduced to 12,300,- 
000 bales, which is 700,000 bales below last year's rather 
small crop and the smallest production since 1923. The 
acreage reduction amounts to about one-fourth of the area 
in cultivation on July 1, and leaves an indicated area for 
harvest of 29,700,000 acres. This figure is two-thirds of 
the average acreage harvested in 1926-1930, and is the 
smallest since 1907. In contrast to almost all of the other 
principal crops, the condition of this year's cotton crop 
is exceptionally high, and it is estimated that the har
vest, had there been no reduction program, would have 
been the third largest on record.

D epartm ent Store Trade

Total July sales of the reporting department stores 
in this district were 2 per cent below a year ago, the 
smallest decline in average daily sales since March 1931. 
The daily rate of sales of department stores in Buffalo, 
Southern New York State, and the Capital district, 
showed the largest increases over the previous year in 
about 3 years, and sales of New York City stores were 
reduced by the smallest percentage since March 1931. 
Sales of the Bridgeport department stores were about 
the same this year as last year, following a moderate 
decline in June, and the Newark, Rochester, and Syra
cuse stores reported approximately the same percentage 
changes in July as in June. Sales of the leading apparel 
stores in this district, moreover, were ahead of a year 
ago by about the same amount as in June when the first 
appreciable increase in more than three years occurred.

In the first half of August, department store sales 
in the Metropolitan area of New York were 3 per cent 
larger than the corresponding period a year ago, and 
average daily sales showed the first increase since May
1930.

Department store stocks of merchandise on hand, at 
retail valuation, were only 4 per cent below last year, 
the smallest decline in 3 years, and apparel store stocks 
showed a somewhat smaller decline than in recent months. 
Department stores in practically all localities and also 
apparel stores reported better collections on charge 
accounts than a year ago for the third consecutive month.

Locality

Percentage 
change from 
a year ago

Per cent of 
accounts 

outstanding 
June 30

Stock 
on hand

collected in 
July

Net
sales

end of 
month 1932 1933

New Y ork ........................................................... —  1.7 —  0 .4 40.8 45.4
Buffalo.................................................................. +  6 .3 

— 1 0 .2
— 20.5 37.8 40.7

Rochester............................................................ — 1 0 .8 39 .5 39 .2
Syracuse.............................................................. +  3.1

—  6.9
— 21.7 2 2 . 0 24.7

Newark................................................................ —  3 .7 35.8 38.4
Bridgeport.......................................................... +  0 .3  

+  1.3
—  3.3 35.4 39.0

Elsewhere............................................................ — 11.3 31.8 29.6
Northern New York State.......................... —  5.5
Southern New York State.......................... +  4 .7  

—  0 . 6Hudson River Valley D istrict...................
Capital district.............................................. +  4 .7

All department stores.............................. —  2 . 0 —  3.9 37.8 41.3

Apparel stores............................................ +  2 . 2 — 17.5 38.1 42.3

W holesale Trade
July sales of the reporting wholesale firms in this dis

trict averaged 81 per cent higher than a year ago, by far 
the largest increase ever recorded in reports to this 
bank. All lines of wholesale trade showed increases over 
last year, and in the hardware, grocery, shoe, cotton 
goods, silk, men's clothing, jewelry, and diamond trades 
the increases were of record proportions. Sales of the 
paper concerns and orders for machine tools were above 
those of a year previous by the largest percentages since 
the fall of 1928, and sales of the stationery firms showed 
the largest advance since December 1929.

The reporting grocery and hardware firms had larger 
stocks on hand at the end of July than a year ago, but 
other lines continued to report smaller inventories than 
last year. July collections of accounts outstanding again 
averaged higher than last year.

Commodity

Percentage 
change 

July 1933 
compared with 

June 1933

Percentage 
change 

July 1933 
compared with 

July 1932

Per cent of 
accounts 

outstanding 
June 30 

collected in 
July

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1932 1933

Men’s clothing...............
Cotton goods..................

Machine tools**............

Paper................................

—  1.5 
— 26.2 
+ 2 2 .4
—  2.4* 
- f  7 .2  
+  5.9 
— 18.5 
+ 35 .4  
+  2 .3
—  7.4
—  3.9 
— 24.7

+ 1 0 .8

+ 2 2 '.3 
—  8 . 1*

+  0 . 6  
+ 1 8 .7

+ 3 1 .0  
+ 156 .4  
+ 128 .0  

+ 90 .0*  
+ 9 0 .4  
+  5.1 
+ 23 .6  

+113 .0  
+  9 .0  
+ 17 .9  

+ 235 .2  
+132 .9

+ 39 .4

—  8 ’.3 
— 34.0*

— io .7  
+  9 .2

73.8
27.2 
29.7
61.3

2 i ’.4
44.0

5 i ‘.9
39.9

J 16.4

84.4 
30.2
30.1 
64.8

2 0 ‘.3 
40.7

48.1
39.4

} 2 1 . 0— 18.6 
—  7.7

— 38.6
— 44.4

Weighted average. . . —  4 .0 + 80 .9 47.0 51.1

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association
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Index Num ber of Production of M anufactures 
and Minerals Combined, Adjusted for Seasonal 

Variation (1 9 2 3 -2 5  average = 1 0 0  per cent)

Index Num bers of Factory Em ploym ent and 
Payrolls, W ith out Adjustm ent for Seasonal 

Variation (1 9 2 3 -2 5  a v e ra g e = 1 0 0  per cent)

Index Num bers of Building Contracts Based on 
Three M onth M oving Averages of F . W .  

Dodge Corporation Data for 3 7  States, A d 
justed for Seasonal Variation (1 9 2 3 -2 5  

average =  100 per cent)

W ednesday Figures for Reporting M em ber  
Banks in 9 0  Cities (L atest figures are for 

A u gust 16)

Business Conditions in the United States
(Summarized by the Federal Eeserve Board)

I NDUSTRIAL production increased further from June to July, contrary to 
seasonal tendency, and in recent weeks has continued at a relatively high 

level. Since the middle of July there have been reductions in wholesale prices 
of leading raw materials while prices of many other products have advanced.

Production and E mployment
Volume of industrial output, as measured by the Board fs seasonally 

adjusted index, advanced from 91 per cent of the 1923-1925 average in June 
to 98 per cent in July, which compares with 60 per cent in March. The prin
cipal increase in July was at steel plants where activity advanced from 46 per 
cent of capacity to 59 per cent. Production in the lumber and coal industries 
was also in larger volume and daily average output of automobiles showed none 
of the usual seasonal decline. Output at shoe factories and woolen mills con
tinued at an unusually high rate while consumption of cotton by domestic mills 
decreased somewhat. Cigarette production declined sharply from the high level 
of May and June. Since the middle of July a decrease has been reported in 
the output of steel.

Working forces and payrolls at factories increased considerably between 
the middle of June and the middle of July. As in other recent months the 
largest increases were generally at establishments fabricating raw materials 
into semi-finished products.

Value of construction contracts awarded, as reported by the F. W. Dodge 
Corporation, showed a decline in July followed by an increase in the first half 
of August. Total awards during the six weeks were in about the same volume 
as in the preceding six weeks and in larger volume than in earlier periods 
this year.

Department o f Agriculture estimates as o f August 1 indicate harvests 
generally smaller than a year ago. The cotton crop is forecast at 12,314,000 
bales, a reduction o f 700,000 bales from last season, reflecting curtailment in 
acreage as a part o f the program of the Agricultural Adjustment Administra
tion, offset in large part by an unusually high yield per acre. The wheat crop 
is estimated at 500,000,000 bushels, a reduction of 225,000,000 bushels from 
last year’ s small harvest, and feed crops are expected to be unusually small.

Distribution
Freight traffic increased further from June to July by a substantial 

amount, but in recent weeks shipments, particularly of miscellaneous freight 
and grains, have been somewhat smaller. Department store sales declined in 
July by about the usual seasonal amount; they were larger than a year ago, 
however, and trade reports for the first half of August indicate an increase 
in sales.

W holesale P rices
Wholesale prices of commodities increased further during the first three 

weeks of July and, according to the index of the Bureau of Labor Statistics, 
there has been little change in their general level since that time. Prices of 
grains, cotton, and many imported raw materials, however, were considerably 
lower in the third week of August than in the middle of July while prices of 
textiles were higher, reflecting in part the application of the processing tax on 
cotton. Prices of leather and coal also advanced during this period.

F oreign Exchange
In the exchange market the value of the dollar in terms of the French 

franc advanced from a low of 69 per cent of its gold parity on July 18 to 75 
per cent at the beginning of August and since that time has fluctuated between 
73 and 75 per cent.

B ank Credit
Net demand deposits o f weekly reporting member banks in 90 cities 

declined between the middle of July and the middle of August, owing in large 
part to further withdrawals of bankers’ balances from banks in New York City 
and elsewhere. The banks ’ loans decreased by $71,000,000 during the period, 
reflecting chiefly a reduction in loans to brokers and dealers in securities. Their 
holdings of United States Government securities, after declining between 
July 19 and August 9, increased during tlie week ended August 16 in connec
tion with Treasury financing at that time.

Total reserves of all member banks increased by $81,000,000 during the 
four week period ended August 16, reflecting chiefly the purchase o f $42,- 
000,000 of United States Government securities by the Reserve Banks and a 
return of $23,000,000 of currency from circulation. The growth in member 
bank reserves, occurring at a time when reserve requirements were being 
reduced in consequence of a decline in their deposits, brought their excess 
reserves to a level above $550,000,000.

Money rates in the open market generally continued at low levels.
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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 October 1 , 1933

M on ey M arket in September
Notwithstanding the first substantial demand for 

funds of the autumn season and a sizable movement of 
funds from New York to other districts through Treasury 
and commercial transactions, conditions in the New York 
money market remained very easy during September. 
In fact, the supply of funds seeking employment in 
open market loans and high grade investments of short 
maturity was so large that money rates declined slightly 
further to the lowest levels on record.

Over the Labor Day week-end approximately $75,000,-
000 of currency was withdrawn from the twelve Reserve 
Banks. This seasonal currency demand and other month- 
end transactions caused withdrawals of funds from the 
New York City banks, and although Reserve Bank pur
chases of Government securities, largely in the New York 
market, were continued at the rate of at least $35,000,000 
a week, excess reserves of member banks in New York 
declined from around $150,000,000 in the latter part of 
August to slightly below $100,000,000 early in Septem
ber. Subsequently, however, with a return flow of cur
rency from circulation the amount of excess reserves in 
New York increased to at least as large a volume as was 
reached near the end of August.

By the last week of September the return flow of cur
rency had canceled practically all of the Labor Day 
increase in circulation, contrary to the usual seasonal 
movement which ordinarily leaves about $35,000,000 
more currency outstanding in the last week of September 
than a month earlier. It therefore seems reasonable to 
believe that hoarded currency has continued to return 
gradually to the banks. Further evidence concerning 
the character of the unseasonal reduction in currency 
outstanding since March is presented in a chart in the 
September 1933 Federal Reserve Bulletin issued by the 
Federal Reserve Board, indicating that the greater part 
of the return flow of currency in recent months, as well 
as the preceding outflow, was in large denomination bills, 
especially those of $50 and more. Such denominations 
are not largely used for ordinary purposes but were 
paid out in large volume to hoarders.

Chiefly as the result of the outflow' of funds from 
New York through various channels, which accompanied 
Reserve Bank purchases of Government securities in 
New York, excess reserves of member banks in other 
localities increased further during the past month, and 
the total outside New York City rose to around $600,- 
000,000, a substantially larger amount than has ever

previously been recorded. Near the end of September 
the New York banks held only a little over one-fifth 
of the total volume of member bank excess reserves, 
whereas, during the growth of excess reserves from 
April 1932 to January 1933, the New York banks held 
more than half of the total excess reserves for the entire 
country most of the time.

The further decline in open market money rates dur
ing September reflected not only the pressure for invest
ment of excess reserves in the New York banks but also 
of funds of correspondent banks and other depositors 
which were seeking employment in the New York market . 
Since the elimination of interest payments on demand 
deposits at the middle of June, depositing institutions 
have been competing vigorously with the New York 
banks for the available open market paper of short 
maturity.

The demand for very liquid short term investments by 
depositors, together with Reserve Bank purchases of 
Government securities, have tended to reduce the avail
able supply of paper in the money market and limit the 
amount available for purchase by member banks. The 
Government security holdings of reporting member banks 
declined $69,000,000 during the four weeks ended 
September 20, but in the same period Reserve Bank 
holdings of Government securities increased $144,000,- 
000. During this time there were no further large issues 
of new Government securities to add to the supply in

Loans and Investments of Weekly Reporting Member Banks
in 90 Leading Cities

BILL IO N S  
OF DO LLARS

BILLIONS 
OF DOLLARS
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the market. Contrary to the usual practice, the Treasury 
limited its offering of new securities on the September
15 tax date to a comparatively small issue, offered in 
exchange for securities maturing on that date.

While the Government security holdings of reporting 
banks have shown little net increase since the middle of 
June, such holdings are considerably larger than a year 
previous and are at least $1,500,000,000 above the volume 
held in the early part of 1932, before the large open 
market purchases by the Reserve Banks were inaug
urated. This large increase in Government security 
holdings of member banks, which is shown in the pre
ceding diagram, has played an important part in 
financing the Government program designed to promote 
business recovery.

Other security holdings of member banks have shown 
only slight changes for a number of months, reflecting 
in part the virtual suspension of the flotation of new 
corporation bonds, and in part a disinclination to make 
investments other than those of short maturity.

As the upper line in the first section of the diagram 
indicates, the loans of reporting banks other than those 
collateraled by securities— including various types of 
agricultural and commercial loans— have been working 
upward gradually since the bank holiday in March. Dur
ing the four weeks ended September 20 the increase 
amounted to about $90,000,000. The volume of such loans 
was reduced rapidly from the end of 1929 to the autumn 
of 1932, when the decline was somewhat retarded for a 
time, only to be followed by a further rapid reduction 
in loans during the bank crisis of last winter. The in
crease in recent months is the first since the beginning 
of the depression, except for a temporary upturn in the 
autumn of 1930. In the depression of 1920-1922 no in
crease occurred in such loans for more than a year after 
the low point of industrial production had been reached.

Security loans of weekly reporting member banks, 
however, have shown an irregular decline since July, 
following a moderate increase from April to July. The 
changes in these loans have followed in a general way 
the course of the security markets, and the recent decline 
has offset in the total loan volume of the reporting banks 
the effect of the gradual expansion of commercial loans.

M o n e y  R ates

The prevailing rate on prime commercial paper de
clined per cent in September to 1%  per cent, the 
lowest rate on record for this type of paper. The aver
age rate charged by New York City banks on commercial 
loans to customers also continued to work gradually 
lower, and stock exchange time money quotations de-

Money Rates at New York

Sept. 30,1932 Aug. 31, 1933 Sept. 29,1933

Stock Exchange call loans....................... 2 H H
Stock Exchange 90 day loans................. *1 *%
Prime commercial paper.......................... 2 - 2  M l H I K
Bills— 90 day unindorsed......................... % * ^Customers’ rates on commercial loans.. f3 .98 t3.19 f2 .92
Treasury securities

Maturing December (yield)................ No yield No yield No yield
Maturing March (yield)...................... No yield 0 . 1 1 No yield

Federal Reserve Bank of New York
2 H 2 H 2H

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills 1 1 1

* Nominal f  Average rate of leading banks at middle of month

clined slightly further. The rates prevailing in the New 
York money market at the end of September are com
pared in the table with those of a month previous and 
a year ago.

B il l  M a r k e t
During the first half of September, conditions in the 

bill market were much the same as in August; there con
tinued to be an active widespread demand and a very 
small supply of bills which made it impossible for the 
dealers to fill all their orders. In the second half of the 
month, while no material change in conditions occurred, 
there was a moderate increase in offerings of bills to the 
discount market which resulted in some replenishment 
of the dealers’ portfolios. Investment demand for bills 
also tended to diminish slightly on the approach of the 
month-end. No changes were announced in the dealers’ 
daily quotations of bid and offered rates from the levels 
established on August 30.

On August 31 the volume of bankers bills outstanding 
amounted to $694,000,000, a decline of $44,000,000 from 
the end of July, during which month a rise of $51,- 
000,000 had been reported. The largest reduction was in 
domestic warehouse credits, which together with declines 
in foreign shipment and storage bills, export acceptances, 
and dollar exchange bills, considerably exceeded a con
tinued rise in the volume of import bills outstanding. 
The August drop in outstandings was accompanied by a 
net reduction in holdings of bills by accepting institu
tions, while other investors increased their bill holdings 
somewhat further.

C o m m e r c ia l  P aper  M a r k e t

The prevailing rate for prime commercial paper de
clined from 1%  per cent to 1 %  per cent during the 
first half of September and remained at that level for 
the balance of the month. Some especially choice paper 
was sold at 1 per cent, while some paper continued to 
carry a 1%  per cent rate. The prevailing 1 %  per cent 
rate for open market paper represents the lowest quota
tion in 60 years at least. The decline in the rate was a 
result of the continuing active investment demand for 
prime paper coming from banks in many sections of the 
country. Moderate amounts of new paper were reported 
to have come into the market during the month but the 
supply was altogether inadequate to meet the invest
ment demand.

At the end of August the volume of open market com
mercial paper outstanding was reported to this bank by 
dealers as $107,000,000. This represents a rise of 11 per 
cent from the July figure, the third consecutive monthly 
increase. The August total was 79 per cent above the 
low level of May and about the same as that of August
1932. The recent increase in the use of the facilities of 
the commercial paper market appears to have been 
fostered by the unusually low rates prevailing, relative 
to quotations in the past and also to rates on other forms 
of accommodation.

Security M arkets
Stock price movements in September were highly ir

regular, accompanying varying reports on the business 
situation and wide fluctuations in the exchange value of 
the dollar. During the first trading week of the month,
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PRICE INDEX 2.0Q

1 9 3 2 1 93 3
Price M ovem ents of Principal Groups of Stocks (Standard  

Statistics Company weekly price indexes)

the general course of prices was to somewhat lower 
levels. Following this, diverse movements developed in 
the next ten days of the month; industrial stocks recov
ered to above the level prevailing at the opening of the 
month and railroad shares advanced moderately, while 
public utility and bank shares added to the declines 
which had occurred between the latter part of July and 
early September. The decline in utility and bank stocks 
culminated in a sharp drop in the general market on 
September 20 and 21, which reduced average stock prices 
by about 9 per cent. Subsequently there was some further 
net decline in prices and all classes of stocks except the 
industrials closed the month below the levels reached on 
the July reaction.

As the accompanying diagram indicates, price aver
ages of public utility and bank shares in the last week of 
the month were quoted at the lowest levels since April 
or May, with bank shares only 16 per cent above the 
year's low reached in April. Industrial stocks, on the 
other hand, held within 15 per cent of the July high 
point, and prices of railroad stocks were better main
tained than public utility or bank stocks, although their 
declines since the middle of July were substantial.

Domestic corporation bond averages declined in Sep
tember, continuing at an accelerated pace the recession 
from the peak of mid-July. A  large part of the Septem
ber decline occurred in the third week of the month, 
accompanying a rapid depreciation of the dollar in terms 
of gold. Although the less high grade bonds had been 
moving irregularly downward for some weeks, prices of 
high grade investment issues were little affected until the 
third week of September, when there was a decline of 
about 2 points in the highest grade issues, as the accom
panying diagram shows. Lower grade bonds declined 
considerably more and the currently available bond price 
averages toward the close of September showed declines 
of 3 to 4 points for the month, and of 4 to 8 points from 
the high points of July. For the bond averages com
posed largely of lower grade issues these declines repre
sented a loss of about 40 per cent of the advance from 
the March-April lows, while for the higher grade aver
ages the decreases represented a loss of around 20 to 25 
per cent of the previous gain.

Average Prices of Various Grades of Dom estic Corporation Bonds 
(M oody 's Investors Service data)

Prices of United States Government bonds advanced 
further in the first part of September but subsequently 
declined moderately,! recovering somewhat before the 
close of the month. Liberty Loan issues showed a net 
gain of about Ys point for the month, and Treasury 
bonds an average recession of about %  of a point. 
Foreign dollar bonds declined further during Septem
ber, and a representative list of 40 issues reached a level 
about 5 points below that of mid-July.

N ew  Financing
Flotations of new securities, other than United States 

Government issues, announced by public offering during 
August amounted to only $53,000,000, which is consid
erably below the totals for the previous two months, 
when new security issues, although still very small, ap
peared to be showing some slight recovery from the con
ditions of immediately preceding months. Issues for 
new capital purposes, aggregating $46,000,000, repre
sented largely State and municipal financing.

In September, offerings of new securities continued in 
very small volume, the bulk of the month’s total being 
accounted for by an issue of $30,000,000 of Federal 
Intermediate Credit Bank debentures the proceeds of 
which were used to meet a maturity on September 15 
of about $7,600,000 and to provide new funds. Aside 
from this issue there were some twenty State and muni
cipal offerings which all together amounted to only 
$25,000,000.

Treasury financing at the September quarterly tax 
date was comparatively small. Owing to the fact that 
$231,000,000 of certificates of indebtedness maturing 
September 15 had been exchanged on August 15 for the 
Treasury bond issue put out on that date, only $220,- 
000,000 of certificates remained to be taken care of on 
September 15. To provide for this maturity, the Treas
ury offered an issue of Yl per cent 9 month certificates 
of indebtedness for which payment could be made only 
with securities of the maturing issue. A  total of $175,- 
000,000 of September 15 certificates were so exchanged, 
and the balance of the maturity was redeemed in cash. 
This operation resulted in a net reduction of about 
$45,000,000 in the public debt. In addition to the cer
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tificate issue, three Treasury bill issues aggregating about 
$250,000,000 were sold to replace a corresponding amount 
of maturing bills at average rates of 0.10 to 0,12 per cent.

Gold M ovem en t
During the month of September there was a decrease 

of about $4,000,000 in the monetary gold stock of the 
United States, representing chiefly the export of $2.-
165,000 of gold to Holland and $2,187,000 to Italy. These 
shipments consisted of United States gold coin previously 
held in New York City safe deposit vaults by foreign 
account. There were also exports of approximately 
$300,000 of gold to France.

In addition, there were exports of $48,400,000 to 
France and $975,000 to England, which represented the 
release and shipment of gold previously held under ear
mark at the Federal Reserve Bank of New York for 
foreign account, and which therefore were without effect 
on the gold stock of this country.

Under an Executive Order dated August 29, a total of 
89,175 fine ounces of gold recovered from natural de
posits was exported during September for sale abroad.

Foreign Exchange
During the first two weeks of September the dollar 

remained relatively steady at about 30 per cent discount 
from gold parity, but around the middle of the month 
there was a renewed decline which carried the dollar 
to a new low on September 21, as the accompanying 
diagram indicates. On that day the closing discount 
against French francs was 35.64 per cent, while the dis
count against certain other currencies— belgas, guilders, 
reichsmarks, and Swiss francs— was even larger. For 
some time quotations for these four currencies in this 
market have been consistently higher relative to par 
than quotations on the French franc.

Sterling also moved upward against the dollar during 
the latter half of the month, closing at $4.72% on Sep
tember 28, as compared with a low of $4.52 on the 9th. 
The extent of the pound’s advance against the dollar 
wTas less than that of the gold currencies, however, and. 
as is also shown in the diagram, the gold value of sterling 
underwent a further decline in September along with

PER CENT

Discount on the Dollar and the Pound Sterling from Gold Parity 
(L atest quotations September 2 8 )

the drop in the gold value of the dollar. This decline 
carried the sterling-franc quotation to a new low since 
abandonment of the gold standard.

In the closing days of September, the dollar strength
ened moderately, and the closing discount on September
28 was 34.04 per cent.

Closing Cable Rates at New York

Exchange on
Far of 

Exchange Sept, 30, 1932 Aug. 31, 1933 Sept. 28, 1933

* 1390 $ 1388 $ .1990 
.2025

$ .2120  
.2115.2680 .1795

England............................. 4.8666 3.4588 4.5275 4.7275
.0392 .03918 .05578 .05940

Gerrnanv........................... .2382 .2379 .3395 .3620
Holland............................. .4020 .4016 .5730 .6115

.0526 .0513 .0748 .0797
N orway............................. .2680 .1745 .2275 .2380
Spain.................................. . 1930 .0818 .1190 .1269
Sweden.............................. .2680 .1775 .2335 .2445

.1930 .1928 .2748 .2938

Canada.............................. 1 .0 0 0 0 .9063 .9500 .9738
.9648 .5865 .8193 .8726
.1196 .0763 .0839 .0847

1.0342 .4750 .6600 .6800

.4985 .2425 .2681 .2800
India.................................. .3650 .2622 .3410 .3559
Shanghai........................... .3038 .2875 .3050

Central Bank R ate Changes
On September 4 the Bank of Italy lowered its discount 

rate from 4 to 3%  per cent, the lowest rate on record, 
and on the 5th the Bank of Finland rate was reduced 
from 5%  to 5 per cent, the lowest level since January 
1919. On the 19th the Netherlands Bank rate was again 
lowered by %  per cent to 2%  per cent, the fourth 
reduction this summer.

Foreign Trade
During August the value of this country’s merchandise 

exports showed an unseasonal decline to $131,000,000, 
following the rising tendency of previous months. At 
the same time, the value of merchandise imports rose 
further to $155,000,000, although the increase wTas some
what less than is usual for the month of August. The 
resulting unfavorable balance of trade of $24,000,000 
was the fourth since the spring of 1929, and the largest 
since the period of heavy imports in the first part of 
1926. Compared with a year ago, this country’s foreign 
trade continued to show a substantial increase in dollar 
volume; the value of exports was 21 per cent larger and 
imports were 70 per cent larger than in August 1932.

Exports of semi-manufactures and of crude materials 
showed increases over a year ago of 59 and 41 per cent, 
respectively. Exports of crude foodstuffs, howTever, con
tinued to be very small— only about half those of last 
year— and amounted to less than 2%  per cent of total 
exports in value. All of the leading groups of imports 
were larger than last year, with receipts of semi-manu
factures and of crude materials considerably more than 
double those of August 1932. The smallest gain in im
ports over a year ago was 2 per cent in the value of 
manufactured foodstuffs, chiefly sugar.

The quantity of American cotton shipped abroad in 
August showed a seasonal reduction from July, but was 
17 per cent above the total of August 1932, due primarily 
to larger takings by Japan and the United Kingdom. 
Available statistics for imports indicate that receipts of
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silk in quantity were about one-fourth less than a year 
ago, but that imports of rubber were nearly one-third 
larger, and coffee receipts nearly double those of a 
year ago.

Production
Industrial activity in September continued the reces

sion that began late in July, following the exceptionally 
rapid advance of the previous four months. The season
ally adjusted index of industrial production computed 
by the Federal Reserve Board declined 8 per cent in 
August, owing principally to a falling off in the activity 
of the textile, shoe, flour milling, and steel industries. In 
September further declines were reported in the steel, 
automobile, and cotton textile industries, and output of 
petroleum was reduced under the new production control 
program.

The character of the industrial recovery to date is 
indicated in the accompanying diagram, which presents 
two indexes representative of the consumer industries—  
production of textiles and shoes— and two indexes re
flecting activity in the capital goods industries— awards 
of building contracts and orders for machine tools. The 
sharp recovery from March to July was largely confined 
to the consumer industries, and brought the production 
in many of these industries to levels which compared 
favorably with those of 1928 and 1929. In fact, new 
high levels were reached in the output of shoes in May, 
cotton textiles in June, and woolens in July. In June 
the activity of the non-durable consumption goods indus
tries as a whole was as large as in any previous month 
except for the twelve month period from November 1928 
to October 1929. In addition, a marked revival occurred 
from March to July in the industries engaged in the pro
duction of durable consumers' goods, such as automobiles, 
furniture, and mechanical refrigerators. In some cases 
part of the increase in output was in anticipation of 
higher costs and selling prices and resulted in a growth 
of stocks in the hands of manufacturers and dealers. 
Beginning in the latter part of July, there was some 
reversal of the upward movement of production in the 
consumers' goods industries.

On the other hand, the capital goods industries, whose 
activity reflects the demand for new construction and 
new equipment, have shown only a modest improvement 
since March and have remained at very low levels. The 
value of building contracts awarded in August was 79 
per cent below the 1929 average, and machine tool orders 
showed a reduction of 81 per cent. The diagram indi
cates that in the past the capital goods industries have 
shown much wider variations in activity from prosperity 
to depression than the consumption goods industries.

(Adjusted for seasonal variations and usual year to year growth)

1932 1933

Aug. June July Aug.

Metals
17 39 59 60
20 64 85 70
29 38 32 31
25 46 61 62

Tin deliveries................................................. 36 85 98

Automobiles
Passenger cars............................................... 18 45 50 45p
Motor trucks................................................. 25 66 70 68p

Fuels
Bituminous coal r ......................................... 54 r 69r 82r 82r
Anthracite coal r ........................................... 53r 71r 68r 69r

35 52 65 69
Petroleum, crude.......................................... 67 81 80 81p
Petroleum products...................................... 67 71 71

Textiles and Leather Products
Cotton consumption.................................... 71 120 119 103
W ool mill activity........................................ 83 133 150r 130p
Silk consumption.......................................... 90 88 79 63

83 123 124p 98 v

Foods and Tobacco Products
Livestock slaughtered.................................. 94 110 113 112
Wheat flour.................................................... 76 98 94 66
Sugar deliveries r .......................................... 85 r 77 r 75r 76r
Tobacco products r ...................................... 77 r 88r 79r 83r

Miscellaneous
43 43 48 43
41 77 82
27 42 51 51

Printing activity r ........................................ 64r 59r 64r
Newsprint paper........................................... 72 77 79 78

p Preliminary r Revised

Em ploym ent and Payrolls
Factory employment and payrolls continued to in

crease from July to August despite a decline in the
PER CENT

Output of Capital Goods and of Consumers Goods (Index numbers on a 1923-25 base, with adjustment for seasonal variation)
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volume of manufacturing output. After seasonal ad
justment, employment in manufacturing industries rose 
5 per cent while the production of manufactures, as 
measured by the index of the Federal Reserve Board, 
showed a decline of 9 per cent, These divergent move
ments from July to August followed an unusually rapid 
advance in output and a more moderate increase in 
working forces from March to July.

The less rapid increase in the employment index than 
in the production index from March to July was due in 
part to a lack of complete comparability between the two 
indexes; the production index does not cover many in
dustries producing finished products, which are repre
sented in the employment index, and which did not 
expand as rapidly from March to July as some of the 
industries converting raw materials into semi-manufac
tured goods. In August, however, increases in working 
forces were quite general in both the semi-manufactured 
and finished products industries, including those which 
reported the principal recessions in production, namely 
the iron and steel, and textile industries.

The increase in working forces during August is to be 
accounted for chiefly by the spreading of employment 
through a reduction in the length of the average work
ing week. The average time worked per week in estab
lishments reporting to the Bureau of Labor Statistics 
declined from 42.3 hours in July to 38.6 hours in 
August. This decline, which amounted to 9 per cent, 
more than offset the increase in the number of workers 
employed, indicating that total employe-hours were re
duced accompanying the decline in manufacturing 
activity. In spite of the decline in employe-hours, fac
tory payrolls rose 8 per cent after seasonal adjustment, 
reflecting an increase in basic wage rates. Wage rate 
increases were exceptionally numerous, affecting about 
one-third of the workers in factories reporting to the 
Bureau of Labor Statistics, and as a result the rate of 
earnings of the average worker in manufacturing in
dustries rose 14 per cent from 42.7 cents to 48.5 cents 
per hour. It appears therefore that the gains in factory 
employment and payrolls from July to August were 
brought about largely by a reduction in working hours 
and an increase in basic wage rates, through the adop
tion of industrial codes under the program of the 
National Recovery Administration.

Movements in employment and wages from July to 
August in most of the leading non-manufacturing in
dustries for which figures are available were similar to 
those in manufacturing. Considerable increases in em
ployment and payrolls were shown in mining, building 
construction, and wholesale and retail trade. It is esti
mated by the American Federation of Labor that 800,000 
workers returned to employment between July and 
August with the increase about equally divided between 
manufacturing and other activities. Since March the 
increase in the number of workers employed is estimated 
at about 2,800,000.

C om m odity Prices
Commodity prices showed somewhat diverse move

ments during September but the general tendency 
continued slightly upward. The principal advances 
occurred in textile products, fuels, building materials,

and house furnishing goods— groups composed largely 
of finished goods, which are generally slow in responding 
to the effect of a rising price level. At the same time, 
farm products recovered in the latter part of September 
about one-half of the previous reaction from the July 
peak. Basic commodity prices were considerably in
fluenced by developments affecting specific commodities. 
Thus, the price of hogs advanced sharply upon buying 
by the Agricultural Adjustment Administration, the 
price of cotton rose in connection with an announce
ment that loans at 10 cents a pound would be made to 
farmers who would agree to reduce their acreage during 
the coming season, and the price of crude petroleum ad
vanced to the highest level since early 1931, in response 
to the Administration plan for controlling production. 
Among other important commodities, silver, wool, and 
pig iron reached the highest levels since 1930 and a small 
gain was also shown in the price of rubber. On the 
other hand, there were declines during September in 
prices of corn, hides, and scrap steel.

The general level of wholesale commodity prices, as 
measured by the weekly index of the Bureau of Labor 
Statistics, advanced above the July peak to a level about 
20 per cent higher than the March low. The extent of 
this recovery has varied considerably between different 
groups of commodities. The largest increases have oc
curred in farm products, textile products, and hides and 
leather products— groups which are largely composed of 
either raw materials or products of materials affected 
by the processing taxes. Increases since March in prices 
of these groups of commodities have been in the neigh
borhood of 45 per cent. Textile and leather products 
have recovered more than one-half of the decline since 
1929, and farm products have recovered about one-fourth 
of their decline. For the other groups composing the 
index, the extent of the recovery has ranged down to 
less than one-tenth of the preceding decline in the case 
of chemicals and drugs.

The accompanying diagram compares the recent recov
ery in farm products with the rise after previous major 
depressions. In the six months from February to August, 
farm products showed a net increase of about 40 per 
cent, a much more rapid rise than occurred in the recov-
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ery from any of the other major depressions during the 
past fifty years, despite some reaction since July. Fol
lowing the 1879 low point, farm products in the next six 
months rose 25 per cent, after 1896 the advance in six 
months was 15 per cent, and after 1921 the recovery in 
the first six months was 10 per cent.

Agricultural Incom e
The gross income of farmers in 1933 is tentatively 

estimated by the Department of Agriculture at $6,360,- 
000,000; this figure includes income from the production 
of crops, livestock, and dairy products, which is placed 
at $6,100,000,000, and estimated benefit payments to 
farmers of $260,000,000 under the program of the Agri
cultural Adjustment Administration. This year’s indi
cated farm income is $1,215,000,000 above last year’s 
figure, an increase of 24 per cent, but is 8 per cent below 
the 1931 income and 47 per cent less than in 1929.

The rise in estimated income from farm production 
following three years of continuous decline is principally 
the result of the increase in farm prices since March. 
Owing to this factor, income from crops is expected to 
be substantially larger than in 1932, although this year’s 
production of almost all crops is below average, and the 
estimated harvest of some of the principal crops is the 
lowest in the present century. It is estimated that the 
1933 income from farm products other than crops will 
show little improvement over last year’s figure. The 
prices of livestock and dairy products have recovered 
less than prices of farm crops, and a larger portion 
of these products was marketed before prices had 
shown any considerable increase. During the pre
ceding three years, however, income from crop produc
tion had dropped more rapidly than income from live
stock and dairy products.

Building
The total value of building contracts awarded in the 

37 States covered by the F. W . Dodge Corporation report 
showed an increase of 28 per cent from July to August. 
As this increase was largely unseasonal, this bank’s index 
of total building contracts rose from 17 per cent of the 
computed trend of past years to 21 per cent, which, how
ever, indicates that construction activity is still at a very 
low level. Contracts for public works and utilities were 
2y 2 times as large as in the previous month, and the 
accompanying diagram indicates that contracts for con
struction of these types, after allowance for seasonal 
variation, rose to the highest point since last January. 
The increase was attributable chiefly to stimulation of 
highway and water supply construction. Public works 
projects in general, however, did not reach the level of a 
year ago by a large margin, while contracts for public 
utilities were larger than in August 1932.

Residential building and non-residential contracts 
other than public works and utilities declined in August. 
Residential contracts, however, continued at a slightly 
higher level than a year ago, and, in non-residential 
work, factory construction was heavier than last year.

During the first half of September, the average daily 
value of contracts awarded showed somewhat more than 
the usual increase over the August level, due in large 
measure to a rise in miscellaneous non-residential con-

Daily Average Value of Building Contracts Awarded, Adjusted for 
Seasonal Variation (L atest figures are averages for first half 
of September— data based on F . W . Dodge Corporation reports)

tracts and to some extent to an increase in residential 
contracts. Public works and utility projects showed 
about the usual seasonal expansion following the large 
increase in August. The daily average figures for this 
period are also shown in the diagram.

The first eight months of this year produced a total 
volume of building contracts two-thirds as large as a 
year ago. Public utility contracts were nearly up to the 
level of last year, while public works projects were only 
about half those of a year ago, due principally to a sharp 
curtailment of highway construction in the earlier months 
of 1933. Residential building for this eight month period 
was slightly more than three-fourths as large as a year 
ago. In the miscellaneous non-residential group, sizable 
increases in construction of certain types of factories, 
notably breweries, were more than offset by declines in 
contracts for commercial, educational, and public build
ings, so that the total was slightly less than three-fourths 
of last year’s volume.

Indexes of Business A ctivity
The currently available measures of trade and business 

activity showed a downward tendency during the first 
half of September. The railroad movement of merchan
dise and miscellaneous freight increased by less than the 
usual seasonal proportions, and electric power output 
did not show the customary expansion. In addition, 
reports from department stores in the Metropolitan area 
of New York indicate that retail trade during the first 
half of the month did not hold the gain which occurred 
in August.

For the month of August, declines occurred in many 
of this bank’s seasonally adjusted indexes that reflect 
general business activity and the movement of goods to 
manufacturers and merchants. Indexes of railway 
freight traffic, foreign trade, and the volume of check 
payments were lower in August than in July. On the 
other hand, retail trade was above the previous month’s 
level; the dollar value of department store sales for the 
country as a whole increased 6 per cent over July after 
seasonal adjustment, and although a part of this increase 
reflected higher selling prices, some part probably was 
due to an increase in the volume of goods sold. Increases

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

October 1, 1933



80 MONTHLY REVIEW, OCTOBER 1, 1933

were shown also in this bank's indexes of advertising, 
grocery chain store sales, and sales of life insurance, 
but declines, after allowance for seasonal movements, 
occurred in sales of mail order houses and chain stores 
other than grocery chains.

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1932 1933

Aug. June July Aug.

Primary Distribution
Car loadings, merchandise and misc. r . .. 51 r 58r 60r 56 r
Car loadings, other....................................... 43 55 63 62
Exports........................................................... 40 47 56 47p
Im ports........................................................... 51 64 75 71p
Waterways traffic......................................... 33 55 59
Wholesale trade............................................. 87 100 112 109 p

Distribution to Consumer
Department store sales, 2nd Dist............. 69 71 72 74
Chain grocery sales...................................... 73 60 58 61
Other chain store sales................................ 71 75 77 75
Mail order house sales................................. 64 65 66 64
Advertising..................................................... 54 54 53 57
Gasoline consumption r .............................. 76r 81r 69r
Passenger automobile registrations.......... 27 47 50 p 49p

General Business Activity
Bank debits, outside of New York City.. 60 62 67 61
Bank debits, New York C ity .................... 60 58 64 50
Velocity of bank deposits, outside of New

York C ity ................. ............................. 77 78 90 80
Velocity of bank deposits, New York City 65 62 75 60
Shares sold on N.# Y . Stock Exchange. . . 229 310 375 126
Life insurance paid fo r ................................ 76 67 69 74
Electric power............................................... 67 69 72 p 72 p
Employment in the United States........... 60 66 72 75
Business failures........................................... 140 76 70 71
Building contracts........................................ 29 19 17 20
New corporations formed in N. Y. State. 
Real estate transfers r .................................

99 
52 r

85 
47 r

83

General price level*................ .................... 132 128 132 132
Composite index of wages*........................ 179 173 176p 177 p
Cost of living*............................................... 139 128 132 133

p Preliminary r Revised * 1913 average= 100

D epartm en t Store Trade
August department store sales in this district were 

about 8V2 per cent higher than last year, the largest 
increase reported since April 1930. This favorable show
ing may be attributed to increased volume this year, to 
the influence of rising retail prices, and to the fact that 
the year to year comparison is with a month in which 
sales were particularly poor. Stores in the Buffalo and 
Syracuse districts reported the largest year to year in
creases in sales ever recorded by this bank, and the 
Bridgeport and Rochester stores showed the largest in
creases in sales in over seven years. In virtually all the 
remaining districts sales advanced by the largest per
centages in two to four years. Sales of the leading 
apparel stores in this district were 13 per cent above 
last year, which is the largest advance over a year previ
ous since March 1929.

For the first half of September, sales of the leading 
department stores in the Metropolitan area of New York 
were 7 per cent lower than in the corresponding period a 
year ago. Although this comparison is with a month last 
year that showed some improvement, it still appears that 
business during the first half of September of this year 
did not hold the gain registered in August.

Department stores in practically all localities and also 
apparel stores again reported a higher rate of collections 
on charge accounts than a year ago. Total department 
store stocks of merchandise on hand August 31, at retail 
valuation, were larger than a year previous for the first

time since December 1929, and apparel store stocks, also, 
have begun to show increases over a year ago. A  major
ity of the individual departments in the department 
stores showed substantial increases in the value of goods 
on hand; especially large increases were shown in stocks 
of textiles and apparel.

Per cent of
Percentage change accounts

from a year ago outstanding
Locality July 31

collected in
Stock August

on hand
Net end of

sales month 1932 1933

New Y ork ........................................................... +  7 .7 + 18 .6 34.6 38.1
+ 2 0 . 0 —  7.1 33.9 39.0

Rochester............................................................ +  13.8 —  4 .5 38.0 38.4
+ 2 6 .0 — 15.3 2 0 . 0 24.7
+  4 .2 + 1 1 .8 32.9 33.7
+ 18 .8 +  5.7 31.0 32.4
+ 1 1 .0 — 10.4 27.6 26.5

Northern New York State......................... — 10.3
Southern New York State.......................... + 1 2 .6
Hudson River Valley D istrict................... + 1 1 .0
Capital district.............................................. + 1 3 .2

All department stores.............................. +  8 . 6 + 12 .3 33.0 35.8

Apparel stores........................................... + 12 .9 +  5.2 35.2 37.2

W holesale Trade
Total sales of the reporting wholesale firms in this 

district during August averaged about 52 per cent higher 
than last year, continuing the unusually favorable year 
to year comparison shown for July. Hardware and paper 
firms reported even larger increases in sales than in the 
previous month and there was some further improvement 
also in stationery sales. Most of the other lines reported 
smaller percentage increases over a year ago than the 
record increases of July, but the gains over a year ago 
continued to be large, especially in the case of men's 
clothing sales, orders for machine tools, and sales of 
diamonds and jewelry.

Stocks of merchandise held by grocery and hardware 
firms showed larger increases over a year ago at the end 
of August than at the end of July, and the year to year 
reduction in drug and diamond stocks was somewhat 
smaller than in July. Jewelry stocks continued to be 
much smaller than last year. In most lines, the rate of 
collections of accounts outstanding continued higher 
than a year ago.

Commodity

Percentage 
change 

August 1933 
compared with 

July 1933

Percentage 
change 

August 1933 
compared with 

August 1932

Per cent of 
accounts 

outstanding 
July 31 

collected in 
August

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1932 1933

Men's clothing...............
Cotton goods.................
Silk goods.......................
S h o e s .....................

—  0 . 8  
+140.9  
— 20.9 *
+  3.5
—  3 .0
—  1.5 
+  6.4 
+ 1 5 .2  
+ 17 .9  
+  5.7 
+ 48 .2

+  9 .5  

+13 .9  
*

+ 2 9 .7
+115 .1
+ 2 5 .4*
+ 36 .7  
—  4 .4  
+ 27 .4  

+  1 0 2 .8  
+ 1 0 .6  
+ 2 8 .5  
+ 8 7 .6  
+ 59 .9

+ 46 .5  

+  1 A 
*

76.2 
29.9 
28.8
79.2

23.0
41.2

55.4
35.5

i 15.4)

87.2 
46.0 
30.9
44.3

23.4 
41.2

46. i
47.5

} 23.4

Drugs...............................

Machine tools**............

Paper ...............

+  7 .5
+  2 .5

— 15.5 
+ 14 .4

+  4 .4  
—  6.7

— 32.9
— 48.8

Weighted average + 32 .1 + 5 2 .3 50.0 54.0

* Figures reported by Silk Association of America not yet available
** Reported by the National Machine Tool Builders Association
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Index N um ber of Production of M anufactures  
and M inerals Combined, Adjusted for Seasonal 

Variation (1 9 2 3 -2 5  a v e ra g e = 1 0 0  per cent)

Index N um bers of Factory Em ploym ent and 
Payrolls, W ith out Adjustm ent for Seasonal 

Variation (1 9 2 3 -2 5  a v e r a g e s  100 per cent)

MONEY IN CIRCUL,ATI ON t *

M LM D C.K d a in in -------------=a
RESERVE BALANCES

1 1

- Y 1 —

Federal R eserve Bank Credit and Principal 
Factors in Changes (W ednesday figures; 

latest date September 2 0 )

Business Conditions in the United States
(Summarized by the Federal Eeserve Board)

T HE general level o f industrial production declined in August and the 
early part of September, reflecting reductions in activity of industries in 

which there had been a rapid rise in previous months. Employment and wage 
payments were larger in August than in July.

P r o d u c t io n  a n d  E m p l o y m e n t

The Federal Reserve Board’s seasonally adjusted index o f industrial pro
duction, which had been rising rapidly for several months, declined from 100 
per cent of the 1923-1925 average in July to 92 per cent in August. The prin
cipal decreases were in the primary textile industries, in flour milling, and 
in output o f steel ingots which declined from 59 per cent of capacity in July 
to 49 per cent in August. Average daily output of automobiles declined some
what from the level o f July. There were increases during the month in produc
tion o f petroleum, nonferrous metals, and cigarettes; and output o f lumber 
and coal increased seasonally.

During September, reports indicate further reductions in output of steel 
and flour; petroleum production slackened under new restrictions, and output 
o f lumber decreased.

Increases in employment between the middle o f July and the middle of 
August, the latest date for which figures are available, were general in most 
lines of industry, and there were numerous increases in wage rates and reduc
tions in working hours. Compared with the low point of last spring there has 
been an estimated increase of 2,200,000 in number o f industrial wage workers.

Value of construction contracts awarded, as* reported to the F. W. Dodge 
Corporation, increased in August owing to awards for public works, particularly 
highways and bridges; contracts for other types of construction were in 
smaller volume than in July.

An increase o f $1,000,000,000 in gross income of farmers for the year 1933 
is indicated by estimates of the United States Department of Agriculture, 
primarily as a result of higher prices for certain farm products, notwith
standing small crops of grains, hay, and potatoes.

D is t r i b u t i o n

Sales by department stores increased in August, and the Board’s index, 
which is adjusted for seasonal variations, advanced from 71 to 75 per cent of 
the 1923-1925 average, the highest level since the spring of 1932. The recent 
increase in dollar sales reflects to a large extent advancing prices.

The volume o f freight shipped by rail declined slightly during August, on 
an average daily basis, although an increase is usual at this time o f year.

C o m m o d i t y  P r ic e s

The general average of wholesale commodity prices fluctuated within a 
narrow range during August and early September at a level about 17 per cent 
above the low point o f last spring. Prices o f individual commodities showed 
divergent movements, decreases being reported for prices of domestic agricul
tural products while prices o f many manufactured goods, o f coal, petroleum, 
and other industrial raw materials, increased. During the second and third 
weeks of September prices of commodities in organized markets advanced 
c ons id erab ly .

Retail prices o f food continued to advance.
F o r e ig n  E x c h a n g e

In the foreign exchange markets the value of the dollar in terms o f the 
French franc declined from 75 per cent o f its gold parity on August 15 to 65 
per cent on September 22.

B a n k  C r e d it

At member banks in 90 leading cities, there was a growth of $200,000,000 
in net demand deposits in the four weeks ended September 13, following a 
decline of $800,000,000 between the middle of June and the middle of August. 
More than half o f the recent increase reflected a return o f bankers, balances 
to New York City banks. The banks gradually reduced their holdings of United 
States Government securities following an increase in the week ended August 
16, when a new issue of Treasury bonds was sold, and on September 13 their 
holdings were in about the same volume as in early August. There was some 
increase in commercial loans both at member banks in New York City and 
in other leading cities.

Member bank balances at the Reserve Banks continued to increase during 
August and the first three weeks of September, and excess reserves of member 
banks reached $700,000,000. This increase reflected primarily additional pur
chases of Government securities by the Federal Reserve Banks, which have 
averaged $35,000,000 a week since August 16. Money in circulation, which 
usually increases at this season, has shown little change in the past month, 
indicating a continued return from hoards.

Money rates in the open market showed a renewed decline during August 
and the first half of September.
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M on ey M arket in October

During the past month there has been a further in
crease in member bank reserves largely as the result of 
additional purchases of Government securities by the 
Federal Reserve Banks. Excess reserves for all mem
ber banks throughout the country near the end of 
October exceeded $850,000,000, by far the largest amount 
ever reached. Since the middle of May the Reserve 
Banks have purchased a total of $563,000,000 of Govern
ment securities and excess reserves of member banks 
have increased by nearly the same amount. Additional 
receipts of funds by member banks through deposits of 
currency previously hoarded and from other sources 
have been approximately balanced by the repayment of 
most of the remaining member bank indebtedness at the 
Reserve Banks, the retirement of acceptances held by 
Reserve Banks, and a small increase in reserve require
ments. The data for the period from May 17 to October 
25 are as follows:

(In millions
Funds Obtained Through : o f dollars)

Federal Reserve Bank purchases of U. S. securities.. 563 
Return flow of currency (largely hoarded money) . . . .  244
Increase in Treasury currency outstanding................... 47
Increase in monetary gold stock.....................................  10

Total funds received................................................ 864
Disposition of Funds:

Used to repay indebtedness at Federal Reserve Banks 215 
Used to retire acceptances held by Federal Reserve

Banks ................................................................................. 71
Used to meet increased reserve requirements against 

deposits ............................................................................. 30
Total funds used......................................................  316
Balance added to excess reserves......................... 548

As a result of these transactions, member banks in 
general are in a very comfortable reserve position. The 
indebtedness of member banks at the Reserve Banks is 
the smallest since 1917, and excess reserves over legal 
requirements are more widely held than at any other 
time in recent years. Member banks are therefore in a 
position to extend large amounts of additional credit as 
occasion arises. Under these circumstances purchases of 
Government securities by the Reserve Banks were re
duced in volume during the latter part of October.

The approximate amounts of excess reserves held by 
member banks in the two principal banking centers and 
elsewhere throughout the country are shown in the 
accompanying diagram.

As this indicates, the New York City member banks on 
October 25 held more than $200,000,000 of excess re
serves, and Chicago banks held an even larger amount. 
Member banks in other localities held a total of about 
$400,000,000 of excess reserves, as compared with about 
$100,000,000 in January of this year, when the previous 
high point of excess reserves for all member banks was 
reached. In the New York Federal Reserve District, a 
recent review of the reserve position of member banks 
indicated that at least 200 member banks had appreciable 
amounts of excess reserves.

In New York City, excess reserves while substantial 
are not as large as in January, and, as the diagram indi
cates, the reserves of New York City banks are subject 
to recurrent drains due to demands for funds in other 
parts of the country. During the first half of October, 
for instance, the amount of currency in circulation 
showed a seasonal increase of $78,000,000, and accom
panying this demand and the distribution of first of 
October interest and dividend disbursements there were 
transfers of more than $100,000,000 of funds to other 
districts. Subsequently, a return flow of currency to the 
banks occurred and New York City banks regained a 
considerable part of the funds which had been with
drawn earlier in the month.

In addition to the ebb and flow of commercial funds 
at New York, there have been more or less steady with-

MILLIONS
OF D O LLARS

Excess Reserves Held at Federal Reserve Banks by New Y ork  City, 
Chicago, and other M em ber Banks (Figures for banks outside 

New York and Chicago partly estim ated)
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drawals of funds from New York by the Treasury to 
meet Government expenditures in other districts. Allot
ments of Government securities for the year to date 
indicate that more than half of the funds raised by the 
Government have been obtained by the sale of new 
Government securities through banks and dealers in this 
district. The net amount of withdrawals over expendi
tures by the Government in this district since the begin
ning of the year is estimated to have been close to 
$500,000,000, an amount sufficient to offset most of the 
funds paid out in New York through Reserve Bank 
purchases of Government securities. It has been largely 
through these Treasury transactions that excess bank 
reserves have become widely distributed.

In recent weeks the member banks have held sufficient 
excess reserves to be able to meet all withdrawals with
out borrowing from the Eeserve Banks. At times of 
withdrawals of funds from New York, individual mem
ber banks have maintained their reserves by selling a 
part of their acceptance holdings in the market, which 
has readily absorbed all bills offered so that there have 
been virtually no offerings of bills to the Reserve Banks.

Effective October 20, the discount rate of the Federal 
Reserve Bank of New York was reduced from 2*4 to 2 
per cent, and simultaneously the buying rate for bankers 
acceptances was reduced from 1 to ^  of 1 per cent. This 
change in the acceptance rate establishes a rate relation
ship under which member banks and dealers may sell 
acceptances to the Reserve Banks without material loss 
in case any need for additional funds develops.

Open market money rates remained virtually un
changed during October, except for a slight increase in 
the yields on short term Government securities and a 
slight further reduction in the average rate charged by 
the principal New York City banks on commercial loans 
to customers.

Money Rates at New York

Oct. 31, 1932 Sept. 29,1933 Oct. 31, 1933

Stock Exchange call loans........................ 1 X X
Stock Exchange 90 day loans................. *% * H ~ X *V s-K
Prime commercial paper.......................... IH -2 I X
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans..

X X
f3 .96 f2 .92 t2.71

Treasury securities
Maturing March (yield)...................... No yield No yield 0.16
Maturing June (yield)......................... 0.19 0.16 0.15

Federal Reserve Bank of New York 
rediscount rate....................................... 2H 2M 2

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills 1 1 H

* Nominal t  Average rate of leading banks at middle of month

M e m b e r  B a n k  C redit

A  further increase of more than $100,000,000 in the 
loans other than security loans of weekly reporting 
member banks occurred in the four weeks ended October 
25. These loans, which include acceptance credits and 
other business loans, increased $128,000,000 in the New 
York City member banks, but showed a small decline in 
the aggregate for the other 89 cities covered by the re
ports. During the same period, however, there was a 
reduction of about $100,000,000 in security loans of all 
reporting banks, accompanying a further decline in stock

prices. The decline was chiefly in loans to security brok
ers and dealers by the New York banks.

There was also a reduction of $100,000,000 in Govern
ment security holdings, reflecting further purchases of 
such securities by the Reserve Banks, and an active 
demand from other sources which probably is due at 
least in part to the continuing effect of the elimination 
of interest payments on demand deposits. Holdings of 
other securities increased $35,000,000 during the four 
week period. These changes in the investments of report
ing member banks also occurred largely in New York.

B il l  M a r k e t

During the first half of October, the activity of the 
bill market declined somewhat; dealers’ purchases were 
in excess of their sales during the period so that their 
supplies of bills on hand continued to increase moder
ately. After the middle of the month the further accum
ulation of excess reserves in member banks and a return 
flow of funds to New York resulted in a more active de
mand for bills, and dealers’ portfolios declined to com
paratively small proportions. No changes were effected 
during October in open market bill rates which continued 
at the low levels set on August 30, when the dealers’ 
offering rate for 90 day unindorsed bills became %  
per cent.

During September, the volume of bankers bills out
standing rose $21,000,000, following a decrease of $44,- 
000,000 in August. September 30 outstandings were 
$715,000,000, an amount $32,000,000 larger than a year 
ago. All categories of bills increased in September with 
the exception of acceptances based on goods stored in or 
shipped between foreign countries. During September 
there were increases in bill holdings by banks outside 
New York and by dealers, and reductions in the holdings 
of New York City banks and other investors.

C o m m e r c ia l  P a per  M a r k e t

The prevailing rate for prime commercial paper re
mained at 1 %  per cent throughout October. Following 
the reduction in the discount rate of the Federal Reserve 
Bank of New York, conditions in the paper market 
tended to become slightly easier, but the bulk of the high 
grade paper continued to move at 1%  per cent. Sales of 
the best names at 1 per cent increased somewhat, and the 
1%  per cent rate, which previously had also applied to 
some prime paper, began to be quoted only on names 
that are considered good but not so well known. Bank 
investment demand for prime paper continued active 
throughout the month, and again was considerably in 
excess of the supply which dealers could obtain from 
commercial and industrial concerns.

At the end of September the volume of commercial 
paper outstanding through dealers reporting to this 
bank was $123,000,000, an increase of 14 per cent over 
August and of 12 per cent over a year ago. As a result 
of four successive monthly increases the amount of com
mercial paper outstanding has more than doubled since 
May.
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During the first part of October, stock prices recov
ered a portion of their net losses during September, but 
after the Columbus Day holiday there was a renewed 
decline in the stock market which carried the general 
average of prices to the lowest level since early May. On 
October 21 the general level of stock quotations showed 
a loss of more than one-half of the February to July rise, 
as the accompanying diagram indicates. The announce
ment of the Government's policy concerning gold pur
chases was followed by a three day advance during which 
stock prices rose about 12 per cent, but in the closing 
week of the month the market turned irregular, and 
prices at the end of October remained several points 
below the end of September level.

Following declines in previous months from the July 
peak, no material net change occurred in average prices 
of domestic corporation bonds during October, as is also 
indicated in the diagram. Price movements were gener
ally upward in the first half of the month, and in the 
case of the highest grade investment issues this rising 
tendency continued until the last week of the month. In 
the third week of the month, however, the lower grade 
corporation bonds turned downward, and toward the 
end of October, prices of the highest grade bonds de
clined somewhat. Foreign bonds likewise moved irregu
larly and showed no great change for the month. An 
initial rising tendency was followed by declines until 
October 21, after which prices recovered considerably.

United States Government bond prices moved within 
a narrow range, generally closing the month slightly 
below quotations at the end of September. Prices ad
vanced for a while after the announcement of the 
redemption call for part of the Fourth Liberty Loan and 
the new bond offering, but subsequently receded. The 
price of uncalled Fourth Liberty bonds showed a net ad
vance of about ^4 point for the month, while bonds which 
were called for payment April 15, 1934 declined about
1 y 2 points, thereby adjusting their yields to levels more 
in keeping with yields on other Government securities of 
similar maturity.

Security Markets

Price M ovem ents of Stocks and Bonds (Standard Statistics Company 
index of 421 stocks and Federal Reserve Bank of N ew  York  

composite of domestic corporation bond averages)

N ew  Financing5

The volume of securities publicly offered in Septem
ber continued at a low level, amounting to only $94,- 
000,000, exclusive of United States Government issues, 
and of this amount, $30,000,000 represented refunding 
issues. The balance of $64,000,000 of new issues included 
$55,000,000 of State, municipal, and farm loan financing, 
and only $9,000,000 of corporate issues.

In October, the only important security financing was 
the offering of $29,500,000 of long term bonds of the 
State of New York; other new issues were limited to a 
number of small State and municipal issues, the aggre
gate of which did not exceed $20,000,000. The New York 
State issue was sold at an interest cost to the State of 
about 3.44 per cent, as compared with an interest cost of 
2.94 per cent on last June's loan, which, however, was 
constituted of considerably shorter average maturities 
than the October issue. The bonds were immediately 
offered for public subscription at prices yielding from 
0.75 to 3.50 per cent, depending on maturities, which ran 
from 1934 to 1983. Reports of registrations of new 
securities with the Federal Trade Commission, under the 
Securities Act of 1933, continued to indicate no prospect 
of any material amount of new capital flotations in the 
near future.

U n it e d  S t a t e s  T r e a s u r y  F in a n c in g

On October 12 approximately one-third of the $6,-
268,000,000 of outstanding Fourth Liberty Loan 41/4 
per cent bonds were called for redemption on April 15, 
1934. The bonds called for redemption are those bearing 
serial numbers ending with the digit 9, 0, or 1, and in 
the case of permanent coupon bonds also preceded by the 
letter J, K, or A. Interest on these bonds will cease 
April 15, 1934.

Coincident with this call for redemption of part of 
the Fourth Liberty Loan bonds, the Treasury offered a 
new issue of 10 to 12 year Treasury bonds, dated 
October 15, 1933, and bearing interest at the rate of 4*4 
per cent from that date to October 15, 1934, and there
after at the rate of 3 %  per cent. The new issue of bonds 
was offered in exchange at par for Fourth Liberty Loan 
bonds, whether called or uncalled, and in the approxi
mate amount of $500,000,000 for cash at 101%. The 
price for cash subscription included accrued interest 
from October 15 to November 1, 1933, on which date 
payments on such subscriptions are due. The cash part 
of this new offering was heavily oversubscribed during 
the two days, October 16 and 17, on which the subscrip
tion books were open. With respect to the exchange 
offering, the Treasury announced on October 25 that the 
subscription books would remain open until further 
notice for the exchange of Fourth Liberty Loan bonds, 
and by the end of the month a substantial amount of 
Fourth Liberty Loan bonds had been tendered in ex
change for the new 10-12 year Treasury bonds.

This operation marks the commencement of the re
funding of the large Fourth Liberty Loan which, unless 
previously called, would mature in 1938. To the extent 
that the Fourth Liberty's are exchanged for the new 
bonds, there will result not only a material reduction in
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the interest requirements on the public debt, but also an 
improvement in the debt structure through the reduc
tion in the volume of near-term maturities.

Other Treasury financing during October was com
posed of four issues of Treasury bills totaling $330,- 
000,000 which were sold at average rates of 0.10 to 0.17 
per cent to replace maturities.

Foreign Exchange

The international value of the dollar rose almost 
without interruption through the first 20 days of 
October, as is indicated in the accompanying diagram. 
During the first week and a half of the month the move
ment was relatively slow, the discount on the dollar 
against the French franc declining from 35.61 per cent 
on October 2 to 33.82 per cent on the 11th, but over the 
Columbus Day holiday the discount was reduced sharply 
to 30.96 per cent on the 13th, and by October 20 the 
discount had dropped further to 28.18 per cent. On 
October 23 and 24, following President Roosevelt’s an
nouncement that the Reconstruction Finance Corpora
tion would be authorized “ to buy gold newly mined 
in the United States at prices to be determined from 
time to time after consultation with the Secretary of 
the Treasury and the President” , the discount on the 
dollar increased considerably, and on the 25th when the 
Reconstruction Finance Corporation announced a pur
chase price for newly mined gold above the world price 
for gold, the discount widened somewhat further to 33.34 
per cent. On the next two days, however, the interna
tional value of the dollar increased although the Recon
struction Finance Corporation buying price for domestic 
gold was raised by successive steps. Subsequently, the 
dollar declined slightly, following a White House an
nouncement that discussions had been held concerning 
the immediate setting up of machinery under which the 
Government, through the Reconstruction Finance Cor
poration, will be enabled to buy gold in foreign markets.

The broad movement of the other major currencies in 
this market was similar to that of the French franc.

A PR  MAY JU N  JU L AUG S E P  O C T
M ovem ent of Dollar Exchange (D iscount from par in term s of the 

French franc— last quotation noon rate on October 3 0 )

During the latter part of the month, however, French 
exchange weakened for a time against the other gold 
units and also against sterling. Consequently, the 
French franc continued to be quoted at a somewhat 
lower premium against the dollar than other gold cur
rencies.

Closing Cable Rates at New Y  ork

Exchange on
Par of 

Exchange Oct. 31, 1932 Sept. 30,1933 Oct. 30, 1933

$ .1390 $ .1390 $ .2142 $ .2090
.2680 .1717 .2129 .2120

4.8666 3.2869 4.7588 4.7600
.0392 .03928 .05985 .05870
.2382 .2377 .3665 .3580

Holland................................. .4020 .4021 .6175 .6060
.0526 .0512 .0806 .0790
.2680 .1680 .2395 .2385
.1930 .0819 .1286 .1260
.2680 .1725 .2458 .2450
.1930 .1928 .2974 .2906

1.0000 .9044 .9800 .9825
.9648 .5865 .8792 .8616
.1196 .0763 .0847 .0847

Uruguay............................... 1.0342 .4785 .6800 .6800

.4985 .2113 .2819 .2875

.3650 .2490 .3580 .3570
.2975 .3088 .3125

G old M ovem en t

During October the monetary gold stock of the United 
States declined about $1,000,000, largely through exports 
of * $453,000 to Switzerland, $252,000 to France, and 
$17,000 to England.

There were also exports of $26,700,000 to France and 
$200,000 to England, which represented the release and 
shipment of gold previously held under earmark at the 
Federal Reserve Bank of New York for foreign account, 
and which therefore were without effect on the gold 
stock of this country.

Under the Executive Order dated August 29, an addi
tional 257,354 fine ounces of gold recovered from natural 
deposits was exported during October for sale abroad. 
The Executive Order of October 25 revoked the Execu
tive Order of August 29 and halted further exports of 
such gold, except for the gold received on consignment 
on or before the date of the October 25 Order. Under the 
present procedure, newly mined gold will be acquired 
by the Reconstruction Finance Corporation.

Central B ank R ate  Changes

Effective October 14 the discount rate of the Bank of 
Greece was lowered from 7 ^  to 7 per cent. On the 26th 
the Bank of Poland reduced its rate from 6 to 5 per cent.

The following is a list of official discount rates at 
thirty-four central banks. So far as available informa
tion indicates, rates now current at seventeen of these 
banks are the lowest in their history, and rates at a 
number of other central banks are equal to the lowest 
rates ever established previously. It therefore appears 
that, taking the world as a whole, short term money 
rates have never been lower than at present.
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Central Bank of Rate
Effective

Since
Lowest
Since

5 Mar. 24, 1933 June 7,1931
3 H Jan. 14, 1932 ♦♦

Bulgaria................................. 8 May 25, 1932 Dec. 1923
Czechoslovakia................... 3 H Jan. 25, 1933 *
Danzig.................................... 3 M ay 6 ,1933 sfc
Denmark............................... 3 June 1, 1933 *
England................................. 2 June 30,1932 Sept. 22,1897

5 H Feb. 1 ,1932 *
5 Sept. 5, 1933 Jan. 7, 1919
2 H Oct. 10,1931 **

Germany................................ 4 Sept. 22, 1932 Oct. 9, 1930
Greece.................................... 7 Oct. 14, 1933 ♦
Hungary................................. Oct. 18, 1932 ♦
Italy ........................................ 3 H Sept. 4, 1933 ♦

5 H Jan. 1,1933 ♦
7 M ay 6 ,1932 Jan. 31, 1925

Netherlands......................... 2 H Sept. 19,1933 May 11,1933
Norway.................................. 3 H M ay 24, 1933 Apr. 1,1896
Poland.................................... 5 Oct. 26, 1933 *

6 Mar. 14, 1933 Sept. 2 ,1930
6 Apr. 5, 1933 M ay 2, 1929

Spain....................................... 6 Oct. 26, 1932 July 7, 1931
Sweden................................... 3 June 1, 1933 July 30, 1931
Switzerland.......................... 2 Jan. 22,1931 *
Turkey................................... Mar. 2, 1933
Yugoslavia............................ 7H July 20,1931 ***

Bolivia.................................... 6 July 4 ,1932 *
Chile........................................ 4 X Aug. 23, 1932 *
Colombia............................... 4 July 19, 1933 *

4 Nov. 30, 1932 ♦
Peru......................................... 6 M ay 20, 1932 Oct. 30, 1929

3.65 July 3 ,1933 *
Java........................................ Aug. 16, 1933 June 30, 1933
South Africa........................ 3 X M ay 15, 1933 *

* Lowest on record
** In the case of these banks present rates are slightly above those that pre

vailed for a time during the last few years.
* * *  Highest on record

C om m odity Prices

Commodity prices continued to show diverse move
ments during October. Finished goods in general con
tinued the moderate upward movement that has been in 
progress for several months, and the Bureau of Labor 
Statistics weekly indexes of fuel and lighting materials, 
building materials, and housefurnishing goods rose 
moderately. On the other hand, a number of basic mate
rials in which there is trading on organized exchanges 
showed rather wide fluctuations. During the first two 
or three weeks of the month, sharp declines occurred in 
prices of wheat, corn, cotton, and hides, and in addition 
the first important reaction since February was reported 
in copper, lead, and scrap steel prices. The movement in 
grain prices was rapidly reversed, however, following an
nouncement of market purchases of wheat by the Agri
cultural Adjustment Administration and loans on corn 
at 50 cents a bushel, and moderate recoveries occurred in 
some other commodities during the latter part of the 
month. Practically all the decline in the previous part 
of the month was recovered by wheat and cotton, but 
moderate net declines for the month as a whole continued 
to be shown by other important basic commodities such 
as corn, sugar, steers, hides, silk, copper, and steel scrap.

The accompanying diagram indicates the recent 
diverse tendencies in commodity prices. The general 
index of the Bureau of Labor Statistics has declined 
only slightly from its high point reached on September 
23, as the advances in finished goods prices have nearly 
offset declines in some of the more volatile prices. On 
the other hand, the basic commodity index at the end

INDEX

Prices of Sensitive Basic Commodities

of the third week of October had lost about 40 per cent 
of the February to July rise. This tendency, however, 
was reversed in the last week of October.

Foreign Trade

Merchandise exports from this country during Sep
tember, valued at $160,000,000, showed more than the 
usual seasonal increase over the previous month and 
were 21 per cent above a year ago. Meanwhile, imports 
declined slightly to $147,000,000, which was contrary to 
the usual movement in this month, but were 49 per 
cent larger than in September 1932. The balance of 
merchandise trade thus reverted to a favorable balance 
of $13,000,000, as compared with an unfavorable balance 
of $24,000,000 in the previous month. The narrowing of 
this country’s favorable balance of trade during the past 
four years has come about as a result of a falling off in 
exports of 63 per cent, as against a decline of 58 per 
cent in imports.

Exports of crude materials and of semimanufactures 
were valued at about one-third more in September 
than a year previous, a somewhat smaller year to year 
gain than in August. Shipments abroad of grains, which 
a few years ago were an element of some importance in 
the export trade of this country, in recent months have 
been almost negligible.

There were slight reductions from the comparatively 
large figures of the previous month in every major divi
sion of imports. Compared with a year ago, receipts of 
crude foodstuffs showed some decline in value, which 
may be accounted for by a decline in the price of coffee, 
the leading commodity in this group, but all other classes 
of imports showed gains, ranging from 129 per cent in 
the case of semimanufactures to 3 per cent for manu
factured foodstuffs.

The quantity of raw cotton exported in September 
gained seasonally over the previous month, and was 19 
per cent larger than a year ago due largely to increased 
Japanese takings of American cotton. Rubber and coffee 
were imported in considerably larger volume than in 
September 1932, but raw silk imports showed a substan
tial reduction.
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Available data indicate that industrial production de
clined further in September and October from the level 
attained on the exceptionally rapid advance from March 
to July. In the accompanying diagram the magnitude 
of the recovery and subsequent decline in output of two 
of the principal industries— steel and textiles— is com
pared with previous movements during the past three 
years. The expansion of activity in textile mills raised 
this bank’s seasonally adjusted index from a point con
siderably below the long term trend to a point 20 per 
cent above, and the increase in steel production ex
ceeded in rapidity that of the textile industry, although 
steel output remained below the trend of past years. 
These exceptionally large increases in output apparently 
were in part the result of an accumulation of inventories 
in the hands of manufacturers and dealers in anticipa
tion of a rise in costs and selling prices. The subsequent 
curtailment of output brought operations in these indus
tries to about the same levels as in the first half of 1931.

During September declines occurred also in the out
put of several other principal industries, including the 
automobile, coal, shoe, and tobacco products industries. 
In addition, petroleum output was reduced under the 
new production control program. The activity of the 
meatpacking industry was considerably increased, how
ever, owing to the slaughtering of pigs purchased by the 
Agricultural Adjustment Administration, and the pro
duction of flour mills, which had risen sharply prior to 
the imposition of a wheat processing tax and had subse
quently been temporarily reduced, showed some increase 
in September.

During October, the production of steel declined 
further, operations in the automobile industry were esti
mated to have receded somewhat more than seasonally, 
and the activity of cotton textile mills was reported to 
have shown less than the usual October increase. More
over, coal production showed a contra-seasonal falling 
off, and petroleum output was further curtailed.

Production (Adjusted for seasonal variations and usual year to year growth)

1932 1933

Sept. July Aug. Sept.

Metals>
20 59 60 51
24 85 70 57
36 32 31 48
26 61 62 66

Tin deliveries...................................................... 40 98 90

Automobiles
Passenger cars.................................................... 17 50 45 41
Motor trucks...................................................... 34 70 68 61

Fuels
Bituminous coal................................................. 61 82 82 68p
Anthracite coal.................................................. 68 68 69 65p

37 65 69 64
Petroleum, crude............................................... 68 80 80 75p
Petroleum products.......................................... 65 71 70

Textiles and Leather Products
Cotton consumption........................................ 86 119 103 88
Wool mill activity............................................ 93 150 131 104p
Silk consumption............................................... 99 79 63 45

95 126 97p 88p

Foods and Tobacco Products
Livestock slaughtered..................................... 104 113 117r 133

78 94 66 70
Sugar deliveries................................................. 83 79r 73r 80
Tobacco products............................................. 78 79 83 78

Miscellaneous
50 48 43 33
38 82 62
28 51 51 41

Printing activity............................................... 62 64 64
Newsprint paper................................................ 68 79 81r 72

Indexes of Business A ctivity
No pronounced movement was discernible in general 

business activity during the first half of October. Sales 
of department stores in the Metropolitan area of New 
York were somewhat larger than in September after 
seasonal adjustment, although they remained slightly 
below the level of a year ago. Moreover, the movement 
of merchandise and miscellaneous freight over the rail
roads increased slightly more than usually. On the other 
hand, the output of electric power was reduced un- 
seasonally.

INDEX
1 2 5

100

INDEX INDEX INDEX
1 2 5 r

’ EXTILE  
I ACTIVITY____________
J F M A M J J A  S O N  D
Indexes of Textile M ill A ctiv ity , Steel Production, Car Loadings of Merchandise and Miscellaneous! Freight, and Electric Power Output

(W ith  adjustm ent for seasonal variation and usual year to year grow th)
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During September, a small recession in the distribu
tion of goods and general business activity is indicated 
by the available data. This bank’s seasonally adjusted 
indexes of merchandise and miscellaneous car loadings 
and of production of electric power, which are shown in 
the diagram at the bottom of page 86, declined further 
and were only slightly higher than in September 1932. 
Declines were shown in the indexes of merchandise im
ports, and of sales of wholesale establishments, depart
ment stores, mail order houses, and grocery chain stores. 
On the other hand, increases were reported in sales of 
other chain stores, in merchandise exports, and in new 
passenger automobile sales.

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

Primary Distribution
Car loadings, merchandise and misc.
Car loadings, other.............................. .
Exports...................................................
Im ports...................................................
Waterways traffic..................................
Wholesale trade......................................

Distribution to Consumer
Department store sales, 2nd Dist.............
Chain grocery sales......................................
Other chain store sales............................
Mail order house sales.................................
Advertising.....................................................
Gasoline consumption..................................
Passenger automobile registrations..........

General Business Activity
Bank debits, outside of New York City..
Bank debits, New York 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. . .
Life insurance paid fo r ................................
Electric power...............................................
Employment in the United States...........
Business failures r ........................................
Building contracts........................................
New corporations formed in N. Y . State.

General price level*...............
Composite index of wages*. 
Cost of living*........................

1932

53
48
44
50
3786

71
70
76 
69 
57
77 
29

60
62

76
65

179
8268
62

118r
28
94

132
179
135

1933

July

60
63
56
75
59112

72
58
7766
53
69
50

67
64

90
75

375
69
72
72
71r
17

132
176
132

Aug.

56 
62 
47 
67
63

109p

74 
61
75
64
57 
75 
49p

61
50

80
60

126
74 
70p
75 
71r 
20 
75

132 
177p
133

Sept.

55
60
51p
63p

103p

66
55
78
61
57

53p

59
47

78
56

113
72
69p
76
58r
24
70

133
177p
135

p Preliminary r Revised *1913 average=100

Em ploym ent and Payrolls
Factory employment and payrolls in the United 

States continued to rise during the period from the 
middle of August to the middle of September, despite a 
further decline in indexes of manufacturing output. 
After allowance for the usual autumn expansion, em
ployment increased 1.4 per cent and payrolls rose 2.5 
per cent. The expansion of working forces at a time 
when production was declining in a number of important 
industries may be accounted for partly by a spreading 
of employment through a further reduction in the length 
of the average working week, but is also partly due to 
the fact that the production of finished products was 
apparently better maintained than the output of those 
basic industries which are more largely represented in 
indexes of manufacturing activity. The larger increase 
in payrolls than in employment from August to Sep
tember, despite a reduction in working hours, reflected 
the influence of further increases in basic wage rates in 
a number of factories.

Increases in employment and total wage payments in

1930 1931 1 9 3 2 1933
Total Num ber of Persons Unemployed in the United States 

(Am erican Federation of Labor estim ates)

September were also reported in the principal nonmanu
facturing activities, including agriculture, mining, 
wholesale and retail trade, railroad transportation, and 
building construction. Although the increases in some of 
these lines are partly attributable to seasonal influences, 
such as harvesting operations and the autumn increase 
in retail trade, the gains appear to have been generally 
in excess of the customary proportions.

The effect upon the general employment situation of 
the increase in workers in a large number of activities is 
shown in the accompanying diagram, which is based on 
estimates computed by the American Federation of 
Labor of the number of persons without employment at 
the middle of each month since January 1930. Although 
these estimates are of a somewhat tentative character, 
and include a certain amount of unemployment which 
exists even in times of active business, as well as unem
ployment due to inability to find jobs because of the 
depression, they do reflect approximately the effect of 
the expansion of working forces in the various types of 
activity during the past six months. The total estimated 
number of unemployed persons, which had risen from 
slightly more than 3,000,000 in the early part of 1930 
to 13,700,000 in March 1933, showed a decline of 3,600,- 
000 in the following six months. The rate of decrease 
was most pronounced in August and September, amount
ing to more than 800,000 in each of these months. The 
increase from March to September in the working forces 
of several of the principal industries is indicated by the 
indexes listed below. Eather pronounced gains were 
shown in all of these industry groups except public 
utilities. The continued low level of the September 
indexes for the capital goods manufacturing, mining, 
and railroad industries, however, indicates that, despite 
the recent improvement, employment in these lines re-

(1929 average=100 per cent)

Employment in March 1933 September 1933
Manufacturing:

Capital goods...................................... 39 55
Consumption goods............................ 66 84

56 63
Railroad transportation............................ 55 61

72 85
Public utilities............................................. 73 71
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mains far below the 1929 level. Working forces of 
public utility companies have not been reduced so much, 
and employment in the consumption goods industries 
and in wholesale and retail trade compares relatively 
favorably with the 1929 average.

Building
From August to September, there was a further in

crease of about 16 per cent in the total value of building 
contracts awarded, which is more than the usual seasonal 
rise, and this bank's index of building contracts ad
vanced to 24 per cent of the long term trend of building, 
computed from data for past years. Although the Sep
tember index continued to indicate a low level of build
ing operations, it does represent a considerable rise from 
the low point reached earlier this year. Gains from 
August to September occurred in all three of the major 
building classifications covered by the F. W . Dodge Cor
poration report. An increase over 1932 continued to be 
shown in residential building, and non-residential con
struction other than public works and utilities was also 
slightly in excess of last year, due partly to distillery 
projects. Public works projects showed a larger increase 
over August than other types of construction work, hut 
did not reach the level of last year, the principal decline 
being in highway contracts. Total contracts for building 
and engineering work were within 4 per cent of the 
September 1932 value.

In October, average daily data for the first two weeks 
of the month indicated a further large rise in contracts 
for public works and utility projects. Other non-resi
dential contracts, however, receded more than seasonally, 
and residential awards, which usually increase somewhat 
in October, were reduced considerably.

Departm ent Store Trade
Total September sales of the reporting department 

stores in this district were 2 per cent lower than last 
year, as compared with an increase of 8%  per cent in 
August and a decrease of 2 per cent in July. The de
cline for the full month of September, however, was 
considerably smaller than for the first half of the month. 
Sales of the Syracuse department stores showed an 
increase over a year ago second only to the record ad
vance reported in August, and sales of the Rochester, 
Bridgeport, Hudson River Valley, and Capital District 
stores showed the largest increases, with the exception 
of August, of any month in considerably over three 
years. For the New York, Buffalo, and Newark report
ing department stores, however, the year to year com
parisons in sales were less favorable than those of the 
two previous months. Sales of the leading apparel stores 
in this district also decreased 2 per cent from last year, 
following increases in the three previous months.

During the first half of October, sales of the leading 
department stores in the Metropolitan area of New York 
showed a recession of 2 per cent from the corresponding 
period a year ago, but some improvement over the Sep
tember level was indicated, even after allowance for the 
usual seasonal change.

A  higher rate of collections this year than last year 
was again reported by department stores in practically 
all localities and by apparel stores jIsq, Stocks of mer

chandise on hand, at retail valuation, showed even larger 
increases from last year than were reported in August. 
A large proportion of the individual departments showed 
substantial increases in the value of stocks on hand; this 
applies not only to textiles and apparel but also to house- 
furnishing lines.

Percentage change 
from a year ago

Per cent of 
accounts 

outstanding 
August 31

Locality
Stock 

on hand

collected in 
September

Net
sales

end of 
month 1932 1933

New Y ork ........................................................... —  2 . 1 + 2 6 .5  
+  4 .6  
+  3 .7

47.6 51.9
Buffalo................................................................. —  9 .8 39.5 38.8
Rochester............................................................ +  7 .2  

+ 17 .4  
—  7 .7

36.8 37.0
Syracuse.............................................................. —  8 . 1 2 1 . 0 26.3
Newark................................................................ + 2 1 . 2  

+ 13 .3  
—  8 . 1

33.4 34.0
Bridgeport.......................................................... + 12 .5  

+  4 .9  
—  4 .5

29.2 31 6
Elsewhere............................................................ 27.1 27.7

Northern New York State.........................
Southern New York State.......................... +  4.1 

+  2.3  
+  9 .6

Hudson River Valley District...................
Capital D istrict.............................................

All department stores.............................. —  2 . 2 + 2 0 . 6 40.0 43.0

Apparel stores........................................... —  2 . 2 +  6 .9 36.7 37.4

Wholesale Trade

September sales of the reporting wholesale firms in 
this district averaged 15V2 per cent higher than last 
year, representing the fifth consecutive monthly increase. 
All of the reporting lines with the exception of drugs 
reported sales this year higher than a year ago. Although 
the advances were generally of considerably smaller pro
portions than the unusually large increases shown in the 
previous two months, they continued to be substantial in 
sales of groceries, jewelry and diamonds, hardware, and 
paper. Ordersi for machine tools, reported by the 
National Machine Tool Builders Association, continued 
to be nearly double the small volume of a year ago.

Stocks of merchandise held by grocery firms at the 
end of October showed an exceptionally large increase, 
hardware stocks continued larger than a year ago, and 
stocks of drugs showed the smallest reduction in a year. 
In a majority of lines, the ratio of collections to accounts 
outstanding at the end of the previous month again aver
aged higher than a year ago.

Commodity

Percentage 
change 

September 1933 
compared with 

August 1933

Percentage 
change 

September 1933 
compared with 
September 1932

Per cent of 
accounts 

outstanding 
August 31 

collected in 
September

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1932 1933

Men’s clothing...............
Cotton goods.................

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

+  4 .9  
+  9 .3  
+ 14 .2  

*
— 11.5 
+ 16 .3  
+  6 .7  
—  2 . 8  
+  3 .8  
—  3 .5  
+ 24 .1  
+ 4 2 .7

+  8 .4  

—  4 .8  *

+ 2 0 .4  
+  6 . 8  
+  6 . 1  

*
+  2 . 6  
—  6.7  
+ 1 3 .0  
+ 8 9 .8  
+  2 .9  
+ 12 .9  
+ 2 1 . 8  
+ 19 .1

+ 5 1 .2  

—  9 .7  *

78.4
38.4
29.5
62.4
35.1
27.6
44.1

53 ‘.6
37.4

} 15.9

88.4
42.3
30.2 
48.0 
36.8 
23.7
41.3

44 '.i
40.3

} 25.3

Machine tools**.............

Paper......................... ..

+  2 .3  
—  1.9

— 1 2 .1
+ 1 5 .4

—  0 .5  
+  7 .8

— 28.5
— 46.2

Weighted average. . . +  6 . 6 + 1 5 .5 49.9 52.1

♦ Figures reported by Silk Association of America not yet available
** Reported by the National Machine Tool Builders Association
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sonal Variation (1 9 2 3 -2 5  averagers 100  per cent)

Index Num bers of Factory Em ploym ent and 
Payrolls, W ith out Adjustm ent for Seasonal 

Variation (1 9 2 3 -2 5  a v e r a g e s  100 per cent)
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Reserve Bank Credit (W ednesday figures for 
12 Federal Reserve Banks, latest date October 18)

Business Conditions in the United States
(Summarized by the Federal Eeserve Board)

D URING September and the first half o f October, industrial activity de
clined, as it had in August, following the rapid expansion of the spring 

and early summer. Factory employment and payrolls increased further between 
the middle of August and the middle of September.

Industrial production, as measured by the Board’s seasonally adjusted 
index, declined from 91 per cent of the 1923-25 average in August to 84 per 
cent in September. Activity decreased in most lines of industry, and particu
larly in those in which output had increased rapidly in earlier months. Pro
duction of steel, lumber, cement, bituminous coal, and petroleum declined 
considerably and automobile output was reduced. Deliveries o f silk to mills 
were small in September, while consumption of cotton and wool, although 
reduced during the month, was nevertheless larger than in other recent years 
at this season. Meat packing plants were more active partly because of 
processing of pigs under the Government’s emergency marketing program; 
and output of flour was larger than the exceptionally small volume produced 
in August.

In the first half of October further declines in output of automobiles, 
bituminous coal, and petroleum were reported. Steel mill activity, after in
creasing in the first half of October, receded in the third week.

Employment o f factory workers increased between the middle o f August 
and the middle of September, and total earnings were larger, partly as a 
result of further advances in wage rates, and the expansion of operations 
in seasonally active industries such as canning. Employment in public utilities, 
railroads, stores, and mines also increased and it is estimated that about 
600,000 industrial wage-earners found work during the period.

Preliminary reports for the first half of October indicate some decrease 
in employment and a continuation of about the same volume of earnings in 
basic manufacturing industries.

Construction contracts awarded increased in September to the highest 
level for the year according to reports by the F. W. Dodge Corporation, the 
largest volume of new awards being for public works and for other non
residential projects. In the third quarter of the year value of construction 
contracts was 25 per cent of the 1923-1925 average.

Sales at department stores in leading cities increased less than seasonally 
in September, following an unusually large increase in sales in August. Trade 
reports indicate that sales volume was affected by unseasonably warm weather 
and by price advances. Sales of chain variety stores continued in somewhat 
larger volume than in 1932.

On the railroads, average daily freight shipments during September in
creased by somewhat less than is usual in the early autumn, but were in 
larger volume than at any time since the latter part of 1931. In the first 
two weeks of October car loadings were at a higher level than in late 
September.

During September and the first two weeks o f October the general average 
of wholesale prices in the United States was relatively stable at about 71 per 
cent of the 1926 average, reflecting, however, widely divergent movements in 
prices of individual commodities. Prices of raw materials traded on organized 
exchanges declined sharply during the first two weeks o f October and then 
recovered somewhat. There have been further advances during recent weeks 
in prices of fuels, iron and steel, building materials, and housefurnishings, 
while prices of cotton textiles and leather have declined.

Retail prices of food showed little change in September, while prices of 
clothing continued to advance.

The value of the dollar in the foreign exchange market fluctuated around 
65 per cent of its gold parity during the latter part o f September and the 
first half of October, advanced to 71 per cent in the third week, and declined 
to 70 per cent on October 23.

Excess reserves of member banks increased by $100,000,000 between 
September 13 and October 20, in consequence of the purchases by the Federal 
Reserve Banks o f $170,000,000 of United States Government securities during 
the period, offset in part by a further decline in discounts and a seasonal 
increase in the demand for currency. While these purchases o f United States 
Government securities were made chiefly in New York City, member bank 
funds arising from these purchases were transferred to other parts of the 
country through expenditures in outlying areas by Federal agencies, and 
through payment for crops marketed.

At reporting member banks in leading cities there was little change in 
loans and investments during this period; a decline in the volume of loans on 
securities was offset by growth in all other loans.

Money rates in the open market continued at low levels. On October 20 
the Federal Reserve Bank of New York reduced its buying rate on bills from 
a range from 1 to 1*4 per cent for different maturities to a range from y2 to 
1 per cent. The rediscount rate at New York was reduced from 2 y2 per cent 
to 2 per cent, effective October 20, and on October 21, the Federal Reserve 
Banks of Cleveland and Chicago reduced their rediscount rates from 3 par 
cent to 2%  per cent.
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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 Eeserve Agent Federal Eeserve Bank, New York December 1 ,1 9 3 3

M on ey M arket in N ovem ber
During the past month banks throughout the country 

have continued to be well supplied with reserve funds, 
and the supply of funds in the New York money market, 
although subject to considerable fluctuations, has re
mained moderately large. For the country as a whole, 
excess reserves of member banks remained above $800,- 
000,000 during most of the month, and the principal 
New York City banks held moderate amounts of excess 
reserves, averaging for the month around $125,000,000. 
Open market money rates, however, advanced slightly 
in November.

The rise in short term money rates, which are repre
sented in the accompanying diagram by the offering 
rate for 90 day bankers acceptances, followed a drop in 
prices of longer term investments and an accompanying 
rise in the yields on such investments, illustrated in the 
diagram by the yield on 5 year Treasury notes. The 
yield on these notes rose from around 2%  per cent in 
the early part of October to above 3 per cent near the 
end of November, and there was a slightly smaller, 
though similar, rise in the yields on long term Govern
ment and corporation bonds during the same period, as 
a result of the most rapid decline in prices of high grade 
investment securities since the bank holiday. Late in the 
month there was a moderate recovery in these securities, 
and an accompanying decline in yields, but, with the 
culmination of seasonal currency requirements just 
ahead, short term money rates did not recede materially.

In addition to the rise in acceptance rates from %  to 
%  per cent for maturities of 60 to 90 days, which is 
indicated in the diagram, there was also a slight rise in 
Stock Exchange time money quotations, and an increase 
in yields on short term Government securities. New 
issues of 90 day United States Treasury bills, which early 
in October were sold at prices which would give an an
nual yield of 0.10 to 0.12 per cent, in the last three

Money Rates at New York

Nov. 30, 1932 Oct. 31, 1933 Nov. 29,1933.

Stock Exchange call loans....................... 1 H X
Stock Exchange 90 day loans................. * X * 5A ~ X XPrime commercial paper.......................... 1 X -1 X I X 1 K -1 X
Bills— 90 day unindorsed........................ X X X i
Customers’ rates on commercial loans.. f 3 .54 f2 .71 t2.58
Treasury securities

Maturing March (yield)...................... No yield 0.16 0 . 2 0
Maturing June (yield)......................... No yield 0.15 0.25

Federal Reserve Bank of New York re
discount rate........................................... 2 X 2 2

Federal Reserve Bank of New York
buying rate for 90 day indorsed bills 1 X X

weeks of November were sold at prices which yielded 
0.40 to 0.43 of one per cent. Yields on outstanding 
Treasury certificates of indebtedness also rose somewhat 
during the month.

In November, as in the previous month, there was a 
substantial outflow of funds to other parts of the country 
in the early part of the month which reduced excess 
reserves of the principal New York banks from around 
$200,000,000 to below $100,000,000 for a short time. 
Subsequently, however, there was a return flow of funds 
to New York and excess reserves of the New York banks 
rose to between $115,000,000 and $175,000,000. For the 
country as a whole, excess reserves were reduced slightly 
by seasonal currency requirements during the first week 
of the month but remained over $750,000,000, and in the 
third week there ŵ as a rise to around $850,000,000, or 
about the same amount as in the last week of October. 
At the end of the month, excess reserves were again̂  re
duced somewhat by month-end currency requirements 
and Treasury withdrawals of funds from depositary 
banks. Government security purchases by the Reserve 
Banks at a diminishing rate contributed some additional 
funds to member bank reserves during the first Us If of 
the month, but subsequently the Government secarity 
portfolio of the Reserve Banks remained unchanged.

There were some offerings of acceptances to bill deal
ers by the banks during the period of withdrawals of 
funds from New York early in the month, but, especially

P E R C E N T

* Nominal t Average rate of leading banks at middle of month
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after the advance in bill rates, the investment demand 
for bills increased moderately. Dealers were able to ob
tain loans with which to carry their portfolios of bills 
at moderate rates throughout the month and only a 
small amount of bills was offered to the Reserve Banks 
for purchase.

M e m b e r  B a n k  C redit

Total loans and investments of the principal New 
York City member banks showed a small increase during 
the four weeks ended November 22, due to increased 
holdings of Government and other securities. Govern
ment security holdings increased $80,000,000 on Novem
ber 1, reflecting purchases of thei new issue of Treasury 
bonds on that date; in the following week there was 
the usual distribution to other investors of a part of 
the new securities acquired by the banks, but during the 
remainder of the month the Government security hold
ings of New York banks remained practically unchanged. 
Holdings of other securities increased $44,000,000 during 
the month, reflecting in part funds advanced to the City 
of New York through the purchase of short term obliga
tions of the City. The security loans of the New York 
banks increased somewhat at the beginning of the month, 
but subsequently declined gradually and showed a small 
net reduction for the month. Other loans increased $30,- 
000,000 in the first part of November, but in the third 
week of the month showed a reduction, presumably sea
sonal in character, of $41,000,000.

In other principal cities throughout the country also 
there was some increase in the total loans and invest
ments of reporting member banks during the four weeks 
ended November 22, due chiefly to an increase in Gov
ernment security holdings. Holdings of Government 
securities increased $128,000,000 on November 1, when 
the new issue of Treasury bonds was sold, and there
after showed only a small decline. Security loans showed 
a small reduction, which was nearly offset by a small in
crease in other loans, and holdings of securities other 
than Government obligations showed a small net reduc
tion.

B il l  M a r k e t

The discount market for bankers acceptances showed 
increased activity in the first part of November, chiefly 
on the side of larger offerings of bills to the dealers. 
Consequently, there was a moderate rise in dealers’ port
folios, and on November 9 an advance of %  per cent was 
instituted in open market rates for all maturities of bills. 
The amount of bills offered to the dealers continued to 
be larger than their sales, however, until after a further 

per cent advance was effected on November 21 in 
rates on 60 and 90 day bills, for which the demand had 
been lagging. This rate advance resulted in more active 
bank buying of bills for a few days and dealers’ port
folios were reduced considerably. Toward the end of 
the month, the investment demand, which in this period 
came chiefly from corporations and out of town banks, 
approximately absorbed the new bills that came into the 
market. Dealers’ offering rates for unindorsed bills at 
the close of November were %  per cent for 30 day bills, 
y 2 per cent for 60 and 90 day maturities, %  per cent 
for 4 month bills, and %  per cent for 5 and 6 month 
bills, the highest rates since August. During November, 
Federal Reserve holdings of bills for their own account

rose about $15,000,000, while holdings for foreign cor
respondents declined about $28,000,000.

Between the end of September and the end of October, 
the volume of bankers acceptances outstanding showed 
a further seasonal rise of $22,000,000 to $737,000,000 on 
October 31. Increases in export and domestic shipment 
bills were responsible for the increase in the total amount 
outstanding. The rise in the volume of bills outstanding 
was accompanied by a large increase in holdings of bills 
by New York City banks which exceeded reductions in 
holdings by dealers, banks outside New York, and for
eign and other investors.

C o m m e r c ia l  P aper  M a r k e t

A slightly firmer tendency in commercial paper rates 
began to be evident during the second week of November, 
and for the balance of the month this tendency persisted. 
The 1 %  per cent rate continued to predominate for prime 
paper early in the month, but sales at 1 y 2 per cent 
increased in volume and near the close of the month 
assumed sufficient proportions to be included in the pre
vailing range of rates; sales of paper at 1 per cent which 
were made in some volume early in November largely 
disappeared by the close of the month. The investment 
demand coming from the banks tended to decline some
what as the month progressed, especially the inquiry for 
paper of the longer maturities, but nevertheless dealers 
had no difficulty in disposing of the limited amounts of 
new paper that came into the market.

The latest report of the volume of commercial paper 
outstanding showed a total on October 31 of $130,000,000, 
an amount 15 per cent larger than a year ago. The in
crease over the previous month was 6 per cent, represent
ing the fifth consecutive monthly increase.

Security M arkets
The principal movements in the security markets dur

ing the month of November were a substantial decline 
in bond prices and an irregular advance in stock quota
tions, which are illustrated in the accompanying diagram. 
In the bond market, there was an increased volume 
of trading on the New York Stock Exchange, accom
panied by falling prices for all types of bonds,

P R IC E
AVE R A G E

M ovem ents of Bond and Stock Prices (Standard Statistics Company 
indexes of 60  bonds and 9 0  stocks, M oody’ s Investors Service 

average of “ A ”  bonds, and Federal Reserve Bank of New  
York average of 13 United States Government bonds)
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including United States Government obligations. The 
high grade investment issues were especially weak and 
the average price of United States Government bonds 
declined about 3 %  points to the lowest level reached 
since early this year. Subsequent to November 22, on 
which day quotations were the lowest of the month, 
Government bonds recovered about one point, but closed 
the month with a net loss of about 2%  points.

Prices of corporation bonds such as are included in 
Moody’s average of “ A ”  grade bonds, shown in the 
diagram, dropped 7 points through November 23, con
tinuing the decline of the last ten days of October, and 
although these bonds, also, had some recovery subse
quently, large losses remained for the month as a whole. 
On the other hand, medium grade bonds, which pre
dominate in the bond average shown in the third line 
of the diagram, were somewhat less affected by the weak
ness of the market than the higher grade issues, although 
these bonds, too, showed net losses for the month. Taking 
the domestic corporation bond list as a whole, prices 
around the end of November were the lowest since the 
first part of May. The prices of foreign dollar bonds 
quoted in this market also generally declined, the prin
cipal exceptions being a rise in German issues and 
strength in those foreign issues on which interest has 
continued to be paid in the equivalent of gold.

In the stock market there was no unusual activity, 
the turnover going as high as 2,900,000 shares on only 
one day, and on most days totaling less than 1,600,000 
shares, but stock prices in general advanced somewhat. 
There was a net rise for the month of about 14 per cent 
in industrial stock averages, and railroad stocks rose 
about 6 per cent, but public utility shares were virtually 
unchanged for the period. Bank stocks, which are not 
included in the general averages of stock prices, receded 
further to a level somewhat below the previous low point 
of the year reached in early April, and toward the end 
of November quotations were only about 10 per cent 
above the low point of June 1932.

N ew  Financing
During November, there was almost a complete sus

pension of new public offerings of securities, other than 
United States Government issues. According to prelim
inary data, the total for the month does not appear to 
have been much in excess of $10,000,000, of which a 
State of New Jersey bond offering accounted for $5,000,- 
000. No public offering arose from the $70,000,000 of
4 per cent relief bonds sold by New York City to a 
banking syndicate at par, as one-half was disposed of 
by prior arrangement with savings banks and insurance 
companies and one-half was distributed to various funds 
administered by New York City. United States Treasury 
financing during November was composed of five issues 
of 91 day Treasury bills aggregating $370,000,000, which 
were sold in replacement of corresponding maturities. 
Rates on the November issues increased from 0.22 per 
cent on the issue dated November 1 to 0.40 per cent on 
the November 15 issue, and 0.43 per cent on the two 
subsequent issues.

Data on new securities publicly offered in the United 
States during the first ten months of 1933 show a total 
of $570,000,000, exclusive of refunding issues and all

' t  ENGLAND
; (MILLIONS OF POUNDS)

2 0 0

1f4

98

82 ;

1 9 3 0  1931 1 9 3 2  ~1933
Public Offerings of N ew  Securities in the United States and England  

During the F irst Ten M onths of 1 9 3 0 -1 9 3 3  (D ata for United  
States from Commercial and Financial Chronicle; data for  

England from Midland Bank Lim ited)

United States Government issues. As the accompanying 
diagram indicates, the volume of new securities in 1933 
has been considerably smaller than in the corresponding 
period of 1932 and 1931 and only about one-tenth as 
large as in 1930. In England, on the other hand, a 
resumption of new financing activity appears to have 
occurred in the past two years. The diagram shows 
that the total for the first ten months of this year has 
exceeded the figures for both 1932 and 1931, and has 
been somewhat over one-half of the 1930 total.

G old M ovem en t
During the month of November there was virtually no 

change in the monetary gold stock of the United States, 
as the only transaction affecting it was the export of 
$398,000 of gold to France. There was also a shipment 
of $600,000 to England, but this transaction was without 
effect upon the gold stock since it represented the export 
of gold previously placed under earmark at this bank.

Early in November, 29,592 fine ounces of gold previ
ously recovered from natural deposits were exported for 
sale in accordance with the terms of the Executive Order 
of August 29. Under the Executive Order of October 25, 
however, exports were discontinued and arrangements 
were made whereby the Reconstruction Finance Corpo
ration would purchase newly mined gold at prices fixed 
from day to day. Subsequently the arrangements were 
extended to include some purchases of gold abroad. An
nouncement was made on November 20 by the Chairman 
of the Corporation that purchases of gold recovered from 
natural deposits up to that time had amounted to 265,000 
fine ounces, at a cost of about $8,500,000; no announce
ment was made concerning amounts of gold purchased 
abroad.

Foreign Exchange

The international value of the dollar declined rather 
steadily during the first two weeks of November, as the 
following diagram shows, the discount on the dollar 
against the French franc rising as high as 41.7 per cent 
on November 16, compared with 33.9 per cent on Octo
ber 31. During the succeeding week the dollar fluctuated
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PER CENT

Discount on the Dollar and the Pound Sterling from  Gold 
Parity (L atest quotations Novem ber 2 8 )

irregularly at a discount of slightly less than 40 per cent, 
but between the 23rd and 27th the discount was reduced 
to 35.4 per cent. In the remaining days of November, the 
dollar again weakened somewhat, closing the month at a 
discount of 36.3 per cent.

Quotations in this market for most of the major cur
rencies moved fairly closely with the French franc, ex
cept for sterling whose value in terms of gold increased 
throughout most of the month. Sterling-franc exchange 
rose from under 81 francs to the pound sterling on 
October 31 to over 84 on November 27, and the pound’s 
discount from gold parity, which is also shown in the dia
gram, was reduced from 34.9 per cent to 32.0 per cent.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Nov. 30, 1932 Oct. 31, 1933 Nov. 29, 1933

Belgium.............................. $ .1390 $ .1385 S .2105 $ .2185
Denmark............................ .2680 .1665 .2135 .2310
E n g la n d .................................... 4.8666 3.1975 4.7725 5.1700
France................................ .0392 .03908 .05918 .06150
Germany............................ .2382 .2377 .3605 .3760

.4020 .4019 .6105 .6325
Italy.................................... .0526 .0508 .0795 .0829
N orway.............................. .2680 .1647 .2400 .2605
Spain.................................. .1930 .0816 .1265 .1286
Sweden............................... .2680 .1746 .2465 .2670
Switzerland....................... .1930 .1923 .2927 .3030

Canada.............................. 1 .0 0 0 0 .8500 .9863 1.0163
Argentina.......................... .9648 .5865 .8693 .7626
Brazil................................. .1196 .0763 .0847 .0900
Uruguay............................ 1.0342 .4775 .6800 .7600

Japan.................................. .4985 .2005 .2874 .3095
India................................... .3650 .2426 .3585 .3875
Shanghai............................ .2825 .3094 .3375

of 163 representative companies for which comparable 
quarterly data are available for a number of years past, 
indicates the extent and unseasonal character of the 
rise in profits between the second and third quarter of 
this year. For a list of 295 industrial and mercantile 
concerns, all that have issued earnings reports to date, 
net profits aggregated $162,000,000 in the third quarter 
this year, as compared with a combined deficit of $25,- 
000,000 in 1932 and profits of $100,000,000 in 1931. 
Among the various groups of companies tabulated be
low, most of the groups that sustained deficits in 1932 
reported net profits in the third quarter of this year, 
although a few groups, such as the steel and machinery 
companies, did not show quite enough improvement to 
avoid small deficits. In only two groups, shipping and 
tobacco, were returns less favorable than in 1932.

For the first nine months of this year, aggregate net 
profits of these same 295 companies amounted to $207,- 
000,000, as compared with $5,000,000 in 1932 and $395,- 
000,000 in 1931. Due to the extremely unsatisfactory 
first quarter operations, the comparison with a year ago 
for the various industry groups is less uniformly good 
for the first nine months than for the third quarter 
alone; nearly half of the groups show deficits, especially 
the steel, oil, machinery, and railroad equipment com
panies. On the other hand, sizable profits were accumu
lated by the automobile and automobile parts companies 
as against deficits last year.

Net operating income of the Class I railroads, shown 
in the second part of the diagram, rose further in the 
third quarter of the year to a figure more than twice 
as large as a year ago and about 12 per cent larger than 
in 1931. Net operating income for the first nine months 
was 72 per cent larger than last year, and within 15 
per cent of the 1931 figure. This substantial rise in net 
operating income indicates that bond interest and other 
fixed charges of the Class I railroads in the aggregate 
have been much more nearly covered this year than last.

Some increase in earnings was also reported by the 
telephone and other public utility companies in the third 
quarter, but combined reports for the first nine months 
indicated decreases from a year ago as well as from the
1931 level.

M ILLIO NS 
OF DO LLARS

Central B ank R ate  Changes
Effective November 30 the official discount rate of the 

National Bank in Copenhagen was reduced from 3 to 
2y 2 per cent. The State Bank of Sweden also lowered its 
rate from 3 to 2y 2 per cent, to take effect December 1.

Corporation Earnings R eports
Continuing the improvement which occurred in the 

second quarter of this year, aggregate net profits of 
industrial and mercantile concerns increased further 
during the three month period ended with September. 
The accompanying diagram, which is based on reports
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(Net profits in millions of dollars)

Corporation group

Automobile.................................
Paper.............................................
Aviation........................................
Clothing and textile.................
Mining and smelting (excl.

copper, coal and coke). . . .  
Automobile parts and acces

sories (excl. tires)................
Office equipment......................
Chemical and drug...................
Food and food products. . . .
Shipping.......................................
Tobacco....................... ................
Printing and publishing.........
Household equipment............
Motion picture and amuse

ment.....................................
Coal and coke.......................
Building supplies.................
Steel..........................................
Copper.....................................
Machinery..............................
Railroad equipment............
Oil..............................................
Electrical equipment..........
Miscellaneous........................

Total 23 groups...............

Telephone (net operating in
come) ...................................

Other public utilities (net 
earnings).............................

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

Class I railroads (net operat
ing income).......................

—  Deficit

C om m odity Prices

Num
ber
of

com
pa
nies

1 4
4
86

10
3 16
20
3 6

4
4
5  
4

9
1 7

512
9

2 610
4 2

2 9 5

1 0 3

5 3

1 5 6

1 4 9

Third
quarter

1 9 3 1  1 9 3 2  1 9 3 3

1 3 . 9
0 . 50.80.6
3 . 2

-  0.2 
1.0 

2 6 . 7  
4 0 . 4  

0 . 7
1 . 4
3 . 4  

-  0.8
-  5 . 10

0 . 3
-  6.0 -  1.20

2 . 3  
1 . 7  
9 . 6  
7 . 2

1 0 0 . 4

6 7 . 0

6 8 . 3

1 3 5 . 3

1 6 5 . 7

-1 9 .0  
0.1 - 0.2

-  0 .3

1 .5

-  4 .9  
0 512 2 

28 5 
1 2  
0 .7-  0 1

-  0 .9

-  9 .2- 0.6 -  2.1 
-3 8 .6
-  1 .9- 2.2
-  0 .4  

10.3
-  1 .5  2.2
- 2 4 . 7

4 3 . 7

5 2 . 4

9 6 . 1

88.2

3 9 . 8  
0
1 . 72.2
8.2
6 . 7  2.1

2 5 . 2
3 5 . 9  

0 . 9  
0.100.6
0 . 7
0 . 4
0.8

-  2 . 7
0

-  0 . 5-  0.2 
2 8 . 1

1 . 3
9 . 3

1 6 1 . 5

4 8 . 2

5 5 . 5

1 0 3 . 7

1 8 6 . 2

First 
nine months

1 9 3 1

1 0 4 . 92.62.2
0

12.2
1 3 . 4

5 . 6
7 9 . 9  

1 2 2 . 51.2
3 . 9

1 2 . 9
—  0 . 9

2.6 1.2 
0 . 9
9 . 0— 2.2 
3 . 7
7 . 1  

— 4 0 . 7
2 8 . 8
2 4 . 5

3 9 5 . 3

2 0 8 . 9

2 5 2 . 5

4 6 1 . 4

4 0 1 . 1

1 9 3 2  1 9 3 3

-  16.0  
0 .4  
1- 1.6
4 .3

-  9 .2  
2 .5

42 .0
9 0 .9

1 .3  2.1
5 .4- 2.8

-  17 .6- 1.6
-  7 .1  
-103 .1
-  4 .3
-  7 .9
-  3 .3  

19.31.0
8 .7

4 . 7

1 4 5 . 7

2 1 5 . 7

3 6 1 . 4

1 9 7 . 8

8 5 . 4
1 . 5  
5 . 0
2 . 9

1 4 . 7

7 . 4  
4 . 2

5 4 . 3
9 0 . 5  

0 . 7  
0 . 9
1 . 4  - 0.2

- 1.8
—  0 . 5  

• 2 . 5
5 1 . 3

—  3 . 36.6
4 . 9

—  8 . 5  
0 . 7

1 8 . 5

2 0 7 . 1

1 3 6 . 6

1 9 3 . 2

3 2 9 . 8

3 4 1 . 0

The rather diverse movements within the general level 
of wholesale commodity prices which have been in evi
dence since July continued during the month of Novem
ber. Further small advances occurred in the prices of 
finished goods; the Bureau of Labor Statistics weekly 
indexes of fuel and lighting materials, building mate
rials, chemicals and drugs, and housefurnishing goods

showed an average increase of about one per cent by the 
third week of November over the level of a month earlier.

On the other hand, prices of basic materials showed 
more irregularity in their group movements and consid
erable diversity as between specific commodities. The first 
section of the accompanying diagram shows daily fluctu
ations during the month in an index of prices of fifteen 
actively traded basic commodities, currently computed 
by Moody’s Investors Service. This index rose about 5 
per cent in the first half of the month and then lost this 
gain, closing on November 28 at the same level as that 
prevailing on October 31. The prices of certain imported 
commodities showed a generally upward tendency dur
ing the month, as is illustrated in the second part of the 
diagram. The price of rubber rose from about 7%  cents 
a pound to above 9 cents, and tin advanced from 49 cents 
a pound to nearly 56 cents, reacting somewhat in the 
second half of the month. Some of the important agri
cultural commodities, represented by the third section of 
the diagram, showed a moderate rise during the first half 
of the month, but declined during the latter half of the 
month. The price of wheat advanced from about 86 cents 
at the end of October to a peak of 92 cents in the first 
half of November, but reacted to 82 cents by November 
28. Cotton rose from 9.75 cents at the end of October to 
10.40 cents at the middle of November and then lost 
about one half of this gain. At the same time, certain 
domestic products which are less affected by foreign 
markets showed something of a downward tendency dur
ing the month. The price of hogs, for example, registered 
a net loss of about 12 per cent between October 31 and 
November 28, and the price of steers after a sharp de
cline and subsequent recovery was quoted on November 
28 at about 3 per cent below the October 31 price.

The Bureau of Labor Statistics weekly composite index 
of all types of commodities rose 1 per cent during the 
three weeks ended November 18, the latest date available. 
This index has shown a rise of 20 per cent from the 
level of March 4, which was the lowest point of the 
depression. It appears that commodity prices on the 
average have recovered during the past nine months

TIN COTTON WHEAT HOGS
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roughly one-third of the decline which occurred between 
July 1929 and February 1933, a period of forty-three 
months.

E m ploym ent and Payrolls
Although no further increase in the number of people 

employed occurred during the period from the middle 
of September to the middle of October, the substantial 
gains of the previous six months were held. In manu
facturing industries, a reduction in working forces of 
slightly more than seasonal proportions was indicated 
by the index of the Federal Reserve Board, and as 
harvesting operations drew to a close there was a de
crease in the number of workers on farms. In addition, 
employment in bituminous coal mines was affected by 
labor difficulties. On the other hand, a seasonal increase 
was reported in the working forces of wholesale and re
tail establishments, and gains of varying proportions 
occurred also in public utility operation, building con
struction, and mining other than coal mining.

Factory payrolls declined somewhat more than season
ally from September to October accompanying the slight 
recession in employment, but increases were reported in 
those of the non-manufacturing activities which showed 
increased employment. It appears that the total income 
of all workers represented in the available monthly fig
ures was increased slightly from September to October.

Indexes of Business A ctiv ity
The movement of goods in general underwent no 

pronounced change during October and the first half 
of November. This bank’s seasonally adjusted index 
of the railroad movement of merchandise and miscel
laneous freight, which is presented in the accompanying 
diagram, has held steady for the past two and a half 
months, following a decline from the temporary peak of 
mid-July. Retail trade also appears to have been main
tained during October and the first half of November at 
about the September level, after seasonal allowance. 
As is shown in the diagram at the top of the next column, 
October retail sales of new passenger automobiles for the 
third successive month held at the highest level since
1931, after adjustment for the usual seasonal movement. 
The index of electric power production, which is con-

PER C E N T
70 r

T H O U S A N D S  
OF C A R S

siderably influenced by changes in industrial consump
tion of electricity, decreased further during October and 
the first week of November, but thereafter showed some
what greater stability.

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1932 1933

Oct. Aug. Sept. Oct.
Primary Distribution

Car loadings, merchandise and misc........ 55 56 55 56
Car loadings, other...................................... 53 62 60 56
Exports........................................................... 47 47 51 56 p
Im ports........................................................... 54 67 63 65p
Waterways traffic......................................... 41 63 55
Wholesale trade............................................ 76 109 103 102

Distribution to Consumer
Department store sales, 2nd Dist............. 76 74 66 73
Chain grocery sales...................................... 68 61 55 53
Other chain store sales................................ 76 75 78 70
Mail order house sales................................. 67 64 61 64

55 57 57 58
Gasoline consumption.................................. 76 75 72
Passenger automobile registrations r . . .  . 24r 52r 49r 51 r

General Business Activity
Bank debits, outside of New York City.. 57 61 59 57 p
Bank debits, New York C ity .................... 53 50 47 46
Velocity of bank deposits, outside of New

York C ity ................................................... 74 80 78 77
Velocity of bank deposits, New York City 54 60 56 56
Shares sold on N. Y. Stock Exchange. . . 71 126 113 90
Life insurance paid fo r ................................ 80 74 72 72
Electric power............................................... 68 70 69 6 6p
Employment in the United States........... 62 75 76 76
Business failures r ........................................ 109r 71r 58r 56r
Building contracts........................................ 25 20 24 29
New corporations formed in N. Y . State 78 75 70 69
Real estate transfers.................................... 60 45 43

General price level*...................................... 131 132 133 133p
Composite index of wages*........................ 178 177 177 177p
Cost of living*............................................... 134 133 135 136

1932 1933
W eek ly Index of Railroad Loadings of M iscellaneous and L ess than  

Carload Freight (A dju sted  for usual seasonal variation  
and long time grow th)

p Preliminary r Revised *1913 average=100

Production
The operations of several of the principal industries at 

the beginning of November were at comparatively low 
levels following almost continuous declines in the previ
ous three months, but showed greater stability during 
November. Operations in the steel industry averaged 
about 26 per cent of capacity, indicating a larger than 
seasonal decrease from the October level of 37 per cent, 
but the decline appeared to be checked. In the automo
bile industry total output for the month was reduced by
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preparations for the introduction of new models, but 
toward the close of November the rate of operations in 
this industry was reported to have increased slightly. 
Activity of the cotton textile industry was reported to 
have shown a further moderate decline in November, but 
output of bituminous coal increased following the settle
ment of labor difficulties.

In October, the output of the principal basic indus
tries, as measured by the seasonally adjusted index of 
the Federal Reserve Board, declined 8 per cent from 
September to a level approximately midway between the 
1933 high, recorded in July, and the low point of early 
spring. The rate of decline was about the same as in the 
previous two months. Decreases occurred in the output of 
the iron and steel, textile, bituminous coal, meat packing, 
and building material industries, and a recession slightly 
in excess of the usual seasonal proportions occurred in 
the automobile industry. The falling off in bituminous 
coal production was associated with labor difficulties in 
that industry, and the reduction in activity of the meat 
packing industry from the exceptionally high level of 
the previous month was attributed to the termination of 
Government hog purchases.

The currently available indexes of manufacturing ac
tivity, which reflect largely basic output, probably tend 
to overstate the decline of recent months which has oc
curred in industrial production as a whole. Indirect 
evidence drawn from payroll data suggests that opera
tions in the basic industries were more sharply reduced 
than was activity in the industries fabricating finished 
products.

(Adjusted for seasonal variations and usual year to year growth)

1932 1933

Oct. Aug. Sept. Oct.

Metals
Pig iron ........................................................... 21 60 51 43
Steel ingots.................................................... 27 70 57 52

33 31 48 55
Zinc . ..................................................... 29 62 66 67
Tin deliveries................................................. 44 90 88

Automobiles
Passenger cars............................................... 13 45 41 40
Motor trucks................................................. 25 68 61 52

Fuels
Bituminous coal............................................ 68 82 68 62 p 

75 p 
57

Anthracite coa l............................................. 67 69 65
Coke ............................................................ 40 69 64
Petroleum, crude.......................................... 67 80 75 71p
Petroleum products...................................... 67 70 72

Textiles and Leather Products
Cotton consumption.................................... 86 102r 91r 83
W ool mill activity........................................ 92 131 105 88
Silk consumption.......................................... 89 63 45 46
Shoes............................................................... 102 97 87 p 

133

92p

94
Foods and Tobacco Products

Livestock slaughtered.................................. 96 117
Wheat flour.................................................... 86 66 70 74
Sugar deliveries............................................. 82 73 80 71
Tobacco products................................... 74 83 78 74

Miscellaneous
Cement............................................................ 50 43 33 30
Tires r ............................................................. 49r 76r 72 r
Lumber........................................................... 29 51 41 37
Printing activ ity........................................... 59 64 63
Newsprint paper........................................... 70 81r 72 77

p Preliminary r Revised

Building
Reflecting the effect of the Federal program for public 

works construction, October building and engineering

MILLIONS . 
OF DOLLARS

Average Daily Value of Building Contracts Awarded b y  M ajor  
Types (F . W . Dodge Corporation data for 37 States— latest  

figures are averages for first three weeks of N ovem ber)

contracts in the aggregate were larger than for any 
month since May 1932. The increase over October of 
last year amounted to 35 per cent, and there was a sizable 
counter-seasonal rise from September of this year. In 
the public works category, especially large increases over 
the previous month and a year ago were reported in 
water front development and highway contracts. The 
accompanying diagram indicates the increase that oc
curred in the total of contracts awarded for public works 
and utilities during the past few months, from the small
est amount in several years to the largest volume since 
the middle of 1931. Some decline between September 
and October was reported in other non-residential con
tracts, but the volume in this case also was larger than 
a year ago. Residential contracts were somewhat smaller 
than in September and about the same as a year ago.

During the first three weeks of November, contracts for 
public works and utilities declined only slightly, whereas 
ordinarily there is a large seasonal drop in public works 
contracts as winter approaches. This year contracts for 
this kind of construction seem likely to continue at a 
relatively high level through the winter under the stim
ulus of projects financed by the Public Works Adminis
tration. The daily rate of residential contracts was 
unseasonally higher in November after some falling off 
in October, while miscellaneous non-residential construc
tion declined somewhat more than can be accounted for 
by the seasonal influence.

For the period from September 1 to November 22, the 
F. W. Dodge Corporation total of building and engineer
ing contracts awarded in 37 States shows an increase of
16 per cent over the corresponding period of 1932, as 
compared with a decline of 33 per cent for the first eight 
months of the year.

Foreign Trade
The value of this country’s foreign merchandise trade 

continued during October to show increases as compared 
with recent months and a year ago. In the case of ex
ports the increase over September was considerably 
larger than the usual seasonal increase between these two 
months, and the total of $194,000,000 was 27 per cent 
larger than a year ago and almost equal to the total for
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October 1931. The gain over September in imports was 
slight and about equal to the seasonal increase, but the 
total value at $151,000,000 was 43 per cent above the low 
figure for October 1932. Both exports and imports re
mained less than 40 per cent of the 1929 value. The 
gain in the dollar value of this country’s foreign mer
chandise trade over last year to some extent may be due 
to a higher level of commodity prices, and increases 
over the previous month are probably due partly to 
quantity and partly to price changes.

The quantity of American cotton shipped abroad to 
each of the leading importing countries was seasonally 
larger in October than in the previous month, but com
pared with a year ago there was only a slight increase in 
the total volume of cotton exports. Available statistics 
for the volume of imports of raw silk, rubber, and coffee 
indicated slight reductions from the previous month. 
Compared with October 1932, receipts of crude rubber 
continued to show an increase— 21 per cent— while coffee 
imports were about the same, following large increases 
in immediately preceding months, and silk receipts were 
again smaller with a decrease of 18 per cent.

For the first ten months of 1933, exports have aggre
gated $1,299,020,000, or 3 per cent less than in the corre
sponding period of 1932, while imports have totaled 
$1,187,640,000, or 6 per cent more than last year. The 
favorable balance of trade thus far in 1933 has been 
reduced by nearly one-half from that of a year ago.

D epartm ent Store Trade
October sales of the reporting department stores in 

this district were slightly less than 2 per cent below those 
of the corresponding period of a year ago, or approxi
mately the same decline as that indicated for September. 
Stores in several localities including New York City, 
Buffalo, Newark, Northern New York State, and the 
Capital District reported more favorable year to year 
comparisons in October than in the month previous, and 
Syracuse and Southern New York State stores continued 
to report increases in sales although of somewhat smaller 
proportions than in immediately preceding months. Of 
the remaining localities, Rochester and Hudson River 
Yalley stores reported declines in sales following in
creases in September, and the Bridgeport stores reported 
no change in sales from a year ago, following sizable 
increases in the previous two months. Sales of the lead
ing apparel stores in this district were about 4 per cent 
larger this year than last; this represents a resumption 
of the increases reported in the summer months.

Sales of the leading department stores in the Metro
politan area of New York during the first half of Novem
ber were 2 per cent larger than in the corresponding 
period a year ago, following decreases in the previous 
two months, but it is not clear that this increase repre
sents a material change in the situation, as retail business 
last year was not as good in November as in September 
and October.

In department stores in most localities and in apparel 
stores also, the ratio of collections to accounts outstanding 
continued to be higher this year than last year. Stocks of 
merchandise on hand, at retail valuation, remained sub
stantially higher than a year ago, although the increase 
was not quite as large as that reported for September.

Percentage change 
from a year ago

Per cent of 
accounts 

outstanding 
September 30

Locality

Net
Stock 

on hand

collected in 
October

sales end of 
month 1932 1933

New Y ork ........................................................... —  1 . 8 + 2 1 . 0  
+  2 . 6  
+  6 . 2  
—  0 . 8

49.1 52.3
+  4 .2  
—  1 .1

34.8 41.4
Rochester............................................................ 45.6 46.0
Syracuse.............................................................. +  9 .4  

—  6 .7
24.9 29.5

+ 1 5 .3  
+ 1 1 .1  
—  3.0

38.9 38.8
Bridgeport.......................................................... 0 36.1 36.7

+  2 .4  
+  2 .4  
+  2 .9  
—  5 .3

31.2 30.0
Northern New York State.........................
Southern New York State..........................
Hudson River Valley D istrict...................
Capital D istrict............................................. + 1 0 .2

^ All department stores.............................. —  1.9 + 16 .4 42.4 44.8

Apparel stores........................................... +  3.8 +  8 .7 43.1 44.7

W holesale Trade

In October, sales of the reporting wholesale firms in
creased 18 per cent in comparison with a year ago, a 
slightly larger advance than was shown in the preceding 
month. Sales of hardware, groceries, shoes, and cotton 
goods increased by substantially larger percentages than 
in the previous month; stationery and paper firms 
reported approximately the same increases in sales as in 
September; and drug firms showed an increase in sales 
following declines in the two preceding months. Orders 
for machine tools, reported by the National Machine Tool 
Builders Association, were considerably more than double 
those of a year ago, the largest percentage increase since 
September 1928. The advance in jewelry sales was less 
than in the past three months, however, and sales of 
diamonds and men’s clothing were smaller than a year 
ago following increases in the preceding five months.

The grocery and hardware firms continued to report 
substantial increases in stocks of merchandise compared 
with a year ago, but the remaining lines of wholesale 
trade continued to show smaller stocks than last year. 
Collections in October of accounts outstanding at the end 
of September averaged slightly higher this year than 
last year, although there was considerable irregularity in 
the various trades.

Commodity

Percentage 
change 

October 1933 
compared with 

September 1933

Percentage 
change 

October 1933 
compared with 
October 1932

Per cent of 
accounts 

outstanding 
September 30 

collected in 
October

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1932 1933

Groceries.........................
Men’s clothing...............
Cotton goods..................
Silk goods.......................
Shoes................................

+  2 .7  
— 16.6 
+  0 .4  *
— 2 2 .6  
+ 33 .1  
+ 23 .5  
+ 2 0 .3  
+  2 . 1  
+  6.4  
— 18.3 
—  3.1

+  6 . 6  

— i5*.2
*

+ 2 4 .5  
—  4 .7  
+ 1 0 .2  

*
+  5.4  
+  4 .6  
+ 1 8 .3  

+ 144 .9  
+  3 .0  
+ 13 .4  
— 18.6 
+ 15 .1

+ 4 8 .8

— 2 0 . 0*

78.5 
36.2 
29.4
55.6
38.7
27.7 
46.6

48.0
39.0

| 19.0

89.1
35.3
32.5 
58.0
44.5 
25.8
45.2

45.7
39.4

| 18.8

Drugs...............................

Machine tools**............

Paper................................

—  2 .3
—  3 .8

— 1 0 .6
+ 1 1 .1

Jewelry............................
+ 1 0 .0  
—  5.4

— 15.8
— 48.6

Weighted average . . . +  0 . 1 + 1 7 .9 ........... 49.4 52.8

* Figures reported by Silk Association of America not yet available
** Reported by the National Machine Tool Builders Association
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Index Num ber of Production of M anufactures 
and Minerals Combined, Adjusted for Seasonal 

Variation (1 9 2 3 -2 5  average =  100 per cent)

Index Num bers of Factory Em ploym ent and 
Payrolls, W ithout Adjustm ent for Seasonal 

Variation (1 9 2 3 -2 5  average =  100 per cent)
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Index Num bers of Building Contracts Based on 
Three M onth M oving Averages of F. W . Dodge 

Corporation Data for 37 States, Adjusted  
for Seasonal Variation (1 9 2 3 -2 5  

average " 1 0 0  per cent)

Reserve Bank Credit (W ednesday figures for 12 
Federal Reserve Banks, latest date 

Novem ber 15)

Business Conditions in the United States
(Summarized by the Federal Eeserve Board)

V OLUME of industrial output continued to decline in October. Factory 
employment and payrolls, after increasing continuously for six months up 

to the middle of September, showed little change from then to the middle of 
October. There was an increase in the volume of construction undertaken, 
reflecting the expansion of public works.

Production and E mployment
Volume of output in basic industries decreased in October as compared 

with September, contrary to seasonal tendency, and the Board’s seasonally 
adjusted index declined from 84 per cent of tlie 1923-1925 average to 77 per 
cent. This compared with an index of 67 in October of last year and of 60 
at the low point in March of this year. At steel mills activity declined 
sharply between the middle of October and the first week in November, but in 
the following three wTeeks showed little change. In the automobile industry, 
output has been curtailed in recent weeks in preparation for new models. For 
the first ten months of the year the number of cars produced was 50 per cent 
larger than in the corresponding months of 1932. Output at shoe factories 
showed a seasonal decline in October as compared with September, and there 
was some decrease in activity at cotton and wool textile mills, contrary to 
seasonal tendency. At meat packing establishments activity declined sharply 
from the unusually high rate prevailing in September, which was due to 
the fact that in that mouth a large number of pigs purchased by the Federal 
Government were handled.

Total number of employees at factories, excluding canning establishments, 
showed little change from tlie middle of September to the middle of October. 
At canning establishments there was a decline of a seasonal character, and the 
Board’s index, which includes this industry, showed a slight decrease.

Value of construction contracts awarded during October and the first 
half of November, as reported by the F. W. Dodge Corporation, showed a con
siderable advance over the preceding six week period, reflecting a growing 
volume of public works.

Distribution
Shipments of commodities by rail showed a somewhat larger decline 

between the middle of October and the middle of November than is usual at 
this season. Department store sales increased in October as compared with 
September by slightly less than the usual seasonal amount.

Prices
Wholesale prices, as measured by the weekly index of the Bureau of Labor 

Statistics, declined from 71.3 per cent of the 1926 average in the first week 
of October to 70.4 per cent in the third week, and then advanced to 71.7 per 
cent in the third week of November, a level 20 per cent above the low point of 
last March. Following declines early in October, prices of cotton, grains, lard, 
rubber, tin, and silver increased considerably, while cattle prices continued 
to decline and prices of hogs showed little change.

Foreign Exchange
The value of the dollar in the foreign exchange market fluctuated around 

67 per cent of its gold parity during the latter part of October, declined 
during the first part of November to 59 per cent on November 16, and on 
November 22 was 61 per cent.

Bank Credit
Between October 18 and November 15 there was little change in the re

serves of member banks, which continued to be more than $800,000,000 in 
excess of legal requirements. Purchases of United States Government securities 
by the Reserve Banks declined gradually from $25,000,000 during the week 
ended October 25 to $2,000,000 during the week ended November 15. For the 
four week period as a whole the banks’ holdings of United States Government 
securities showed an increase o f $57,000,000 while holdings of acceptances and 
discounts for member banks showed little change.

Total loans and investments of member banks increased by $90,000,000 
during the period, reflecting a growth of $150,000,000 in holdings of United 
States Government securities, o f $25,000,000 in holdings of other securities, 
and of $30,000,000 in all other loans, while loans on securities declined. Net 
demand deposits declined by $70,000,000 during the period, while Government 
deposits increased by $180,000,000.

Bates on acceptances and yields oil short term United States Treasury 
bills and certificates rose slightly from mid-October to November 20, and yields 
on Government and high grade corporate bonds advanced somewhat. Discount 
rates of the Federal Reserve Banks of Boston, San Francisco, and Philadelphia 
were reduced from 3 per cent to 2V2 per cent on November 2, 3, and 16, 
respectively.
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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 January 1 , 1934

M on ey M arket in D ecem ber

The principal influence on the money market during 
December has been the usual demand for currency inci
dent to the Christmas trade. In the four weeks ended 
December 20 a total of nearly $200,000,000 of currency 
was withdrawn from the Reserve Banks and there were 
further withdrawals in the remaining days before Christ
mas. For the country as a whole the currency demand in 
this period was about double that of the corresponding 
period last year, and, as the accompanying diagram indi
cates, was slightly in excess of the usual seasonal move
ment. For the whole period since the end of August, 
however, the changes in the volume of currency outstand
ing have corresponded closely with the estimated seasonal 
requirements. Previous to the end of August, currency 
movements for several months had been greatly influ
enced by the return flow to the banks of currency that 
had been hoarded previous to the bank holiday. Prelimi
nary reports on retail trade appear to indicate that the 
larger December currency demand than a year ago 
reflected a Christmas trade which was more in accord 
with the usual seasonal development than that which 
occurred in December of last year.

In New York the currency demand this year was 
somewhat smaller than a year ago, contrary to the move
ment for the country as a whole, but the New York money 
market sustained other large demands for funds during 
the month. In the first week of December there was a 
heavy outflow of funds to other parts of the country, 
apparently reflecting interest and dividend disburse
ments and other first-of-month expenditures by corpora
tions having head offices in New York, and in addition 
Treasury withdrawals of funds from depositary banks 
were made in substantial amount. The combined effect 
of these transactions was more than sufficient to wipe 
out the excess reserves held by the New York City banks 
at the end of November, and, consequently, the banks 
sold acceptances in substantial volume to improve their 
reserve position. Some of these acceptances were sold 
directly to the Federal Reserve Bank of New York and 
others were sold to dealers, who in turn found it neces
sary to sell a part of their holdings to the Reserve Bank. 
In this way the reserves of the New York banks were 
maintained in a volume slightly above requirements.

In the second week of December there was a return 
flow of commercial funds from other districts and a small 
return flow of currency, but the banks, anticipating 
f arther withdrawals of funds for the Christmas currency

demand and for the year end, continued to sell accept
ances in large volume, and a considerable part of these 
acceptances were purchased by the Reserve Banks. This 
resulted in a moderate accumulation of excess reserves 
in the New York banks, which was increased substan
tially on December 15 by Government redemptions of 
maturing securities and interest payments, so that excess 
reserves rose temporarily as high as $170,000,000. 
During the last ten days before Christmas large 
withdrawals of Government deposits were made and 
approximately $25,000,000 of currency was paid out by 
the New York banks. The accumulated excess of re
serves, however, was sufficient to meet most of these 
requirements, and was supplemented by a moderate re
turn flow of funds from other districts, so that offerings 
of acceptances to the Reserve Bank diminished, and 
money conditions became slightly easier rather than 
firmer in the latter part of the month.

As the diagram indicates, there is usually a heavy 
return flow of currency to the banks beginning immedi
ately after Christmas and continuing until the end of 
January. This movement ordinarily is about equal in 
magnitude to the whole of the seasonal increase in the 
volume of currency outstanding during the last five 
months of the year, which in 1933 totaled about $250,- 
000,000. This movement, which frequently is accom
panied by the easiest money conditions of the year, has 
now started.

1 9 3 3  1 9 3 4
Change in Actual Am ount of M oney Outstanding, Compared with  

Usual Seasonal Variations in Currency Circulation (W eekly  
averages of daily figures cumulated from average  

for week ended July 29 , 1933)
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Money Rates 
As the following table indicates, money rates at the 

end of December were rather generally higher than a 
month earlier. During the month Stock Exchange call 
money was advanced to 1 per cent for the first time since 
August, and quotations for Stock Exchange time money 
advanced proportionately; the rate on 90 day bills was 
Ys per cent higher virtually all of the month, returning 
to the previous level only on December 29; the prevailing 
rate for open market commercial paper rose slightly 
further; and yields on short term Government securities 
were a trifle higher at the end of December than a month 
earlier. However, the advance in money rates occurred 
largely in the first half of the month and the tendency 
was toward slightly lower levels as the month closed.

Money Rates at New York

Dec. 30, 1932 Nov. 29, 1933 Dec. 29, 1933

Stock Exchange call loans....................... 1 % 1
Stock Exchange 90 day loans................. *y2 X *1
Prime commercial paper.......................... i m - i x 1H-1H IXBills— 90 day unindorsed........................
Customers’ rates on commercial loans.. X X X

f 3 .63 f 2 .58 f 2 .23
Treasury securities

Maturing March (yield )...................... No yield 0 . 2 0 0.27
Maturing June (yield).......................... No yield 0.25 0.25

Federal Reserve Bank of New York re
discount rate........................................... 2X 2 2

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. 1 X X

* Nominal f Average rate of leading banks at middle of month

Member Bank Credit
The total loans and investments of weekly reporting 

member banks increased slightly during the four weeks 
ended December 20, due to further substantial purchases 
of Government securities. In New York City there was 
some increase in security loans and a small increase in 
holdings of Government securities, partly offset by re
ductions in other security holdings and in acceptance 
holdings, so that the total earning assets of the principal 
banks showed no material change. For the reporting 
banks in the remaining 89 cities covered by the weekly 
data, the principal changes were a small reduction in 
loans other than security loans, probably seasonal in 
character, and a substantial increase in holdings of 
Government securities. Total loans and investments of 
these banks increased $64,000,000 to the highest level 
since the middle of August. During this four month 
period the net demand and time deposits in these banks 
have increased gradually to the highest levels since 
March 1932.

Bill Market
During the first part of December withdrawals of 

funds from the New York money market caused the City 
banks to sell a considerable volume of bills from their 
portfolios. A  part of these bills were sold to the bill 
dealers, who in turn sold some of them to the Reserve 
Bank, and a part of the bills were sold directly by the 
New York banks to the Reserve Bank. As a consequence, 
the purchased bill holdings of the Federal Reserve Banks 
rose $92,000,000 between November 29 and December 13, 
following a small rise toward the end of November, and 
dealers’ portfolios increased moderately. In this period 
the investment demand for acceptances was light, and 
during the first week of December the dealers raised 
their rates for 30 day bills by Y± per cent and rates for

60 and 90 day bills by Ys Per cent. Some dealers also 
raised 4 to 6 month bills by Ys per cent but the volume 
of these maturities in the market was inconsequential.

In the second half of December, reflecting the more 
comfortable reserve position of the New York banks, the 
supply of bills offered to the discount market was much 
smaller, but, due to a continued lack of investment de
mand, dealers’ portfolios continued to rise. These port
folios, however, placed the discount houses in a position 
better to supply the large investment demand which 
usually develops after the year end. As the month 
closed, there was a reduction of Ys Per cent i*1 open 
market rates for bills. After December 13, Federal 
Reserve bill holdings declined slightly, due to an excess 
of maturities over new offerings of bills.

In November, the volume of dollar acceptances out
standing showed a further seasonal increase of $21,000,-
000 to $758,000,000 on November 30. Holdings of accept
ing banks and bankers accounted for $599,000,000, or 79 
per cent of the total outstanding, a slightly smaller pro
portion than at the end of October. The November rise 
in outstandings was the result of seasonal increases in 
export and domestic warehouse bills, partly offset by a 
sizable drop in bills based on goods stored in or shipped 
between foreign countries.

Commercial Paper Market

Prime commercial paper continued to be sold at a 
range of l ^ - l ^  per cent until just before the middle 
of December when rates advanced somewhat, in keeping 
with some slight firming in other short term money 
rates. Subsequently, the prevailing rate for 4 to 6 month 
prime paper was quoted at IY 2 per cent, with a dimin
ished volume of business at 1 %  per cent and some names 
priced at 1%  per cent. The 1Y2 per cent quotation is the 
same as that in effect from July to September. Bank 
investment demand for paper, although somewhat less 
active than in November, remained sufficiently large to 
absorb new drawings of paper coming into the market.

At the end of November, the amount of commercial 
paper outstanding through reporting dealers was $133,- 
000,000. This represented a further increase of 3 per 
cent during that month and a rise of 22 per cent over 
the amount outstanding in November 1932.

Security M arkets

Prices for domestic corporation bonds continued dur
ing the first half of December the rise which was initi
ated in the last week of November. As a result, price 
averages, both for high grade and medium grade bonds, 
recovered to about the levels prevailing at the close of 
October, as the accompanying diagram indicates. After 
the middle of December, however, corporate bond prices 
exhibited irregular movements, but near the close of 
the month representative price averages were still 3 
to 5 points above the November lows. Average prices of 
foreign dollar bonds quoted in this market also showed 
an advance for the month.

United States Government bonds fluctuated within a 
range of about 1 point during December, as compared 
with an average variation of more than 3 points in 
November. Liberty Loan bonds had a net advance of
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PRICE

M ovem ents of Bond Prices (Standard Statistics Company daily 
index of 6 0  domestic corporate issues; M oody's Investors 

Service average price of “ A a”  bonds; and Federal 
Reserve Bank of New  York average price o f  

United States Government bonds)

nearly %  point for the month, while Treasury bonds lost 
about %  of a point, both groups closing the month 
nearly 1 point above the November lows.

Stock prices, like bond prices, advanced somewhat fur
ther during the first part of December, reaching their 
highest level of the month on the 11th. On that day, 
averages of prices in general were about 20 per cent 
above the low point of October 21 which marked the cul
mination of the July to October decline. Subsequently, 
prices declined somewhat, losing by the 21st approxi
mately 40 per cent of the net advance of the previous 
seven weeks, but in the closing days of the month prices 
showed a net advance as a result of irregular move
ments. Trading on the Stock Exchange remained rather 
inactive throughout December.

N ew  Financing
The principal part of the new security offerings dur

ing December represented the quarterly financing of the 
United States Treasury. On December 15, the Treasury 
sold an issue of $992,000,000 of one year 2*4 per cent 
certificates of indebtedness. On that date, there were 
maturities of two issues of Treasury certificates aggregat
ing $728,000,000, of which $608,000,000 were exchanged 
for the new certificate issue under the preferred allot
ment granted by the Treasury for exchanges, leaving 
$120,000,000 to be redeemed for cash. In addition, De
cember interest payments on the public debt due on the 
15th totaled about $110,000,000. Treasury security offer
ings during December also included three issues of 91 
day Treasury bills totaling $300,000,000, which replaced 
bill maturities of $250,000,000 and also provided some 
new funds. These issues were sold at average rates of
0.60 to 0.74 per cent, which represents a further increase 
over the November yields, accompanying a general rise 
in short term money rates on the approach of the holi
day and year-end period.

Public offerings of securities other than United States 
Government issues continued in small volume in Decem
ber, although there was some increase from the exceed
ingly small amount offered in November. This increase 
was due entirely to a $25,000,000 serial bond issue of the

Commonwealth of Pennsylvania and a $14,250,000 issue 
of short term Federal Intermediate Credit Bank deben
tures. Other issues were in the State and municipal 
category, aside from a few small distillery and brewery 
stock issues.

Foreign Exchange
The dollar was steadier in the international exchange 

markets during December than in any month since last 
March. Quotations fluctuated around an average dis
count of about 36 per cent in terms of the French franc, 
as is shown in the accompanying diagram. After widen
ing from 36.3 per cent on December 1 to 36.8 per cent 
on the 5th, the discount was reduced temporarily to 34.7 
per cent on the 13th, but by December 18 the discount 
had again risen to 36.7 per cent. An irregular decline 
in the discount occurred thereafter, the quotation for 
dollar-franc exchange on December 28 being a discount 
of 35.5 per cent. The dollar also exhibited considerable 
stability in terms of sterling. The pound, as the diagram 
a] so indicates, was maintained throughout the month at 
a discount from gold parity of about 32 per cent, as com
pared with an average of 36 per cent for the dollar.

The price at which the Reconstruction Finance Cor
poration would buy domestically mined gold remained 
unchanged at $34.01 from December 1 to 18 when it was 
raised to $34.06. Thereafter, this price was not altered 
through December 29.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Dec. 31, 1932 Nov. 29, 1933 Dec. 28, 1933
$ .1390 $ .1385 .$ .2185 $ .2155

.2680 .1726 .2310 .2267
4 .8666  * 3.3300 5.1725 5.0763 '

.0392 .03903 .06150 .06075

.2382 .2381 .3760 .3700

.4020 .4018 .6325 .6236
Italy.................................... .0526 .0512 .0829 .0814

.2680 .1715 .2605 .2550

.1930 .0816 .1286 .1272
Sweden............................... .2680 .1815 .2670 .2620

.1930 .1924 .3030 .3000
1 .0 0 0 0 .8838 1.1625 .9975

.9648 .5865 .7626 .3310

.1196 .0763 .0900 .0876
1.0342 .4750 .7600 .7500

.4985 .2063 .3095 .3075

.3650 .2528 .3875 .3830
.2725 .3375 .3400

PER CENTi i
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During the month of December there was virtually no 
change in the monetary gold stock of the United States, 
as the only transactions affecting it were the export of 
.$199,000 of gold to France, $106,000 to Switzerland, and 
$5,000 to Guatemala. Reductions in gold held under ear
mark at this bank for foreign account amounted to $11,-
978,000, of which $8,776,000 was exported to Switzerland, 
but these transactions were without effect upon the mone
tary gold stock of this country.

Reconstruction Finance Corporation purchases of 
newly mined domestic gold under the Executive Order 
of October 25 were reported by the Chairman of the 
Corporation to have reached by December 28 a total of
560,000 fine ounces, at a cost of $18,785,000.

Central B ank R ate  Changes
Effective December 11 the discount rate of the Bank 

of Italy was lowered from 3%  to 3 per cent. Prior to
1933, the rate of this bank had at no time been below 
5 per cent since its foundation in 1893. Also on the 11th 
the Bank of Portugal rate was reduced from 6 to 5x/2 
per cent, the lowest rate since January 1914. On the 
20th the Bank of Finland lowered its discount rate from
5 to 4%  per cent, the lowest since January 1912.

Production and Trade in 1933
A preliminary estimate by this bank of the volume 

of production and trade during 1933 indicates that an 
increase of about 10 per cent occurred over the aggre
gate for the year 1932, reflecting the rapid expansion 
in many lines of business after the banking holiday, only 
part of which was lost subsequently. The extent of the 
recovery for the year as a whole, relative to the decline 
of the previous three years, is indicated in the accom
panying diagram. This diagram shows this bank’s final 
estimates of the level of production and trade for each 
year since 1919 as computed from data on over 200 busi
ness series, and also the preliminary estimates for each 
year based on figures for those principal groups of data 
which are available more promptly, and have been found 
to give reasonably close indication of the movements in 
the complete data. The series used for the preliminary 
estimates include production of manufactures and min
erals, agricultural production, railroad loadings of mer
chandise and miscellaneous freight, and construction 
contracts. Actual data for at least the first 11 months 
of 1933 were used for each series with estimates for 
the remaining portion of the year.

The recovery in general production and trade between
1932 and 1933 appears to have been the most marked 
in manufacturing activity, notably output of semi
finished goods, and there was also a sizable rise in the 
output of minerals. The indications are that the volume 
of general trade, however, was not materially different 
in 1933 than in 1932, as the movement of merchandise 
and miscellaneous freight over the railroads, a series 
which gives a broad measure of the distribution of 
goods, averaged very nearly the same as in the previous 
year. Agricultural production in quantity showed 
a further decline in 1933, although the decrease was

G o l d  M o v e m e n t PER CENT

Index of General Production and Trade in the U nited States  
(Prelim inary estim ates based on principal series and final 

index on large number of series— ratio scale used to  
show proportionate changes; 1 9 2 3 -2 5  

averager: 100  per cent)

only about one-half that of 1932. The total volume of 
building and engineering construction also did not equal 
that of 1932, despite the placing of large contracts for 
public works in the closing months of the year; the 
decline of around 6 per cent was very moderate, how
ever, as compared with the drop of more than 50 per 
cent in 1932 from the previous year.

Value of Crops
The total value of field and truck crops produced 

during 1933 was $4,100,000,000, according to an estimate 
of the Department of Agriculture, based on December 1 
farm prices for late crops and on seasonal averages for 
crops already marketed. This estimated value, which in
cludes crops actually marketed and also crops directly 
consumed on the farm for feed and other purposes, repre
sents an increase of $1,200,000,000, or 42 per cent, over 
the 1932 figure, but is only one-half of the estimated crop 
value of 1929. The combined production of ten principal 
crops, which account for nine-tenths of the total har
vested acreage, was 18 per cent below the previous year’s 
harvest and was the smallest in thirty years, and the 
large increase in total value, therefore, was solely the 
result of the substantial advance in the prices of several 
important crops. The largest increases in total crop 
value from 1932 to 1933 occurred in cotton, tobacco, 
wheat, corn, and potatoes.

Em ploym ent and Payrolls
A  decrease in private employment of somewhat larger 

than seasonal proportions occurred during the period 
from the middle of October to the middle of November. 
In manufacturing industries working forces were re
duced in keeping with the decline in industrial activity, 
and the seasonally adjusted index of factory employment 
computed by the Federal Reserve Board was 2 per cent 
lower in November than in October. The largest declines 
in factory working forces were reported in the textile, 
leather, and iron and steel industries. The number of 
workers employed on farms and railroads was reduced in
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accordance with the usual seasonal tendency, but employ
ment in coal mining increased considerably following 
the settlement of labor difficulties in the bituminous 
fields, and a seasonal increase occurred in the staffs of 
retail establishments. In the building industry employ
ment on private undertakings was reduced seasonally. 
Working forces on projects financed by the Public Works 
Administration were considerably increased, however, 
and temporary relief jobs were provided for a large 
number of unemployed workers through the Civil 
Works Administration.

The first material monthly decline in factory payrolls 
since March occurred during the period from the middle 
of October to the middle of November. Although manu
facturing activity, measured both in terms of output and 
in terms of aggregate working time of factory employees, 
reached its peak in July, the total income of factory 
workers continued to increase through September, and 
receded only slightly in October. The changes in manu
facturing output, factory employee-hours (computed 
from data on the number of factory workers employed 
and average hours worked), and factory payrolls 
relative to March 1933 are shown in the accom
panying diagram. From March to July the index of 
production of manufactures rose about 67 per cent, while 
employee-hours increased about 40 per cent, but a con
siderable part of the difference between the increases 
shown for manufacturing output and for employee-hours 
is due to the fact that the index of production is based 
chiefly on operations in the industries engaged in con
verting raw materials into semi-manufactured products, 
while the index of employee-hours is based on all stages 
of manufacture. From March to July operations in basic 
industries were expanded much more rapidly than in 
finished manufacturing lines. Factory payrolls increased 
somewhat less than employee-hours in this period, owing 
to reductions in basic wage rates, but subsequently in
creased further while employee-hours were declining.

Although factory working forces continued to increase 
during August and September, the rise in these months 
appears to have been brought about chiefly by the spread-

Indexes of Production of M anufactures, Factory Payrolls, and 
Factory Em ployee-H ours W orked— March 1 9 3 3 = 1 0 0  per cent 

(Based on Federal Reserve Board and Bureau of 
Labor Statistics data)

ing of employment through reduction of the length of 
the average working week under the program of the 
National Recovery Administration. Total employee- 
hours declined along with the falling off in industrial 
output, but considerably less rapidly, apparently indi
cating that operations were better maintained during 
this period in industries engaged in the production of 
finished goods than in those producing semi-manufac
tured goods. The continuation of the increase in factory 
payrolls during August and September despite a reces
sion in employee-hours reflected advances in basic wage 
rates which accompanied the adoption of industrial codes. 
This factor also tended to moderate the recession in pay
rolls in October, but in November the proportionate 
decline in payrolls was nearly as large as in employee- 
hours.

Com m odity Prices

Wholesale commodity prices showed considerable sta
bility during the first half of December, with respect 
both to the general index and to the principal component 
groups, but in the week ended December 23 a slight de
cline occurred, reflecting chiefly decreases in farm prod
ucts and foods. Prices of textile products and fuel and 
lighting materials showed slight advances from the end 
of November, while most of the other industrial price 
groups declined slightly. On the whole, it appears that 
the rise in finished goods prices, which amounted to some 
15 per cent between April and October, has been halted.

Among individual commodities price changes were 
generally unimportant, even in the case of sensitive com
modities, and Moody’s daily index of 15 actively traded 
basic commodities held throughout the entire month 
near the end of November level. There was some increase 
in the prices of scrap steel, wool, and steers, while de
clines occurred in hogs and hides. The most important 
development affecting individual commodities was the 
announcement that domestic newly mined silver would 
be purchased by the Government on a basis which is the 
equivalent of 64% cents an ounce, or considerably above 
the prevailing price. The market quotation for bar sil
ver, which represents trading in the previously existing 
supply, rose from 43 to 44%  cents an ounce following 
this announcement.

Production

On the basis of weekly data covering a few of the 
principal manufacturing lines, it appears probable that 
the average level of basic industrial activity during 
December at least maintained the November level. The 
reported ratio of operations to capacity in the steel in
dustry rose sharply to a level considerably above that of 
the corresponding period of the previous two years, as 
the following diagram indicates. The rapidity of 
the advance was due in part to temporarily increased 
demands for shipments of certain types of finished steel 
for which higher prices will become effective on January
1. Automobile output rose moderately in keeping with 
the seasonal tendency, despite technical obstacles which 
tended to delay the production of new models. On the
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PER CENT

Ratio of Steel M ill Operations to  Theoretical Capacity  
(Iron A g e data)

other hand, operations in the cotton textile and bitumi
nous coal industries showed slight recessions in accord
ance with the average seasonal tendency of past years. 
This bank’s seasonally adjusted index of the production 
of electric power, the short term fluctuations of which 
are usually associated with changes in the industrial 
consumption of electricity, remained during December 
at approximately the same level as in November.

During November, industrial production was main
tained at about the level reached at the beginning of the 
month when the sizable reactions of the three preceding 
months came to an end. For the month as a whole, how
ever, the average level of activity was somewhat lower

(Adjusted for seasonal variations and usual year to year growth)

1932 1933

Nov. Sept. Oct. Nov.

Metals
Pig i r o n .......................................................... 22 51 44r 37
Steel ingots..................................................... 29 57 52 44
Lead................................................................. 39 48 55 60
Zinc.................................................................. 32 66 67 66
Tin deliveries................................................. 44 88 68

Automobiles
Passenger cars............................................... 20 41 40 18p
M otor trucks................................................. 25 61 52 39 p

Fuels
Bituminous coal............................................. 69 68 62 66p
Anthracite coa l............................................. 69 85 61 80p
C oke................................................................. 41 64 57 54
Petroleum, crude.......................................... 67 75 72 67 p
Petroleum products...................................... 67 72 69
Electric pow er............................................... 67 69 66 65 p

Textiles and Leather Products
Cotton consumption.................................... 84 91 83 78
W ool mill activ ity ........................................ 81 105 88 85 p
Silk consumption........................................... 70 45 46 54
Rayon deliveries.......................................... 116 99 96p
Shoes................................................................ 97 88 94p 93 p

Foods and Tobacco Products
Livestock slaughtered.................................. 85 133 94 101
Wheat flour.................................................... 90 70 74 83
Sugar deliveries............................................. 74 80 71 74p
Tobacco products......................................... 74 78 74 66

Miscellaneous
Cement............................................................ 51 33 30 36
Tires r .............................................................. 52r 7 2r 62r
Lum ber........................................................... 25 41 37 33
Printing activ ity ........................................... 60 63
Newsprint paper........................................... 74 72 77 82

p Preliminary r Revised

than in October, and the seasonally adjusted index of 
basic industrial production, computed by the Federal 
Reserve Board, receded 5 per cent, as compared with 
declines of 8 or 9 per cent in prior months since July. 
Considerable declines, both before and after seasonal ad
justment, were shown in the output of the iron and steel, 
automobile, and tobacco products industries, and opera
tions in the textile industry were reduced moderately. 
On the other hand, increases occurred in the production 
of those food products for which monthly data are avail
able and in the output of coal.

Building
A further increase of an unseasonal character occurred 

in the value of building contracts awarded during 
November, and the total for that month as reported by 
the F. W. Dodge Corporation was the largest since 
October 1931. In comparison with the previous month, 
November contracts showed a 12 per cent increase, and 
compared with a year ago the increase amounted to 55 
per cent. The principal factor was a further increase 
in the placing of public works contracts under the pro
gram of the Public Works Administration; in this cate
gory large advances occurred in water front development 
and highway work. Contracts for public utility con
struction were in about the same volume as in October 
but larger than a year ago, while other non-residential 
building was somewhat below both the previous month 
and a year ago. Residential contracts were somewhat 
higher than in the previous month and a year ago.

Building contract data for the first half of December 
indicated a further unseasonal rise, which is shown in 
the accompanying diagram based on average daily 
figures for each full month since January 1931 and for 
the first two weeks of December. It appears that con
tracts for public works and utilities recently have been 
at a rate which compares favorably with the high levels 
attained early in 1931. The daily average of other non- 
residential contracts also has shown a considerable ad
vance, and residential building has tended to increase 
gradually. All of these increases are contrary to the 
usual seasonal tendency at this time of year.

Average D aily Value of Building Contracts Awarded by M ajor Types  
(F . W . Dodge Corporation data for 37  States— latest figures 

are averages for first half of Decem ber)
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In the period from September 1 to December 15, total 
building and engineering contracts were 45 per cent 
larger than in the same period of 1932, whereas for the 
tirst 8 months a year to year decline of 33 per cent had 
been reported.

Indexes of Business A ctiv ity
Some slight increase from November to December in 

the general level of trade and business activity was indi
cated by the available data. The railroad movement of 
merchandise and miscellaneous freight receded by less 
than the usual seasonal amount, and this bank’s season
ally adjusted index covering this type of freight traffic 
showed a moderate upward tendency during the first half 
of December, after holding steady during the previous 
three months. The holiday trade of department stores 
in the New York Metropolitan area made a more favor
able comparison with 1932 than did November business, 
but sales in December 1932 were relatively poor.

General business activity appears to have remained 
fairly stable during November. This bank’s indexes of 
railroad freight traffic showed little change from October 
to November, but a moderate downward tendency was 
indicated by the various indexes of retail trade. Depart
ment store sales increased by considerably less than the 
usual seasonal proportions, although reports of sales in 
the agricultural districts of the country were more 
favorable than in the urban and industrial sections. Sales 
of chain stores and mail order houses showed no marked 
change other than seasonal.

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1932 1933

Nov. Sept. Oct. Nov.

Primary Distribution
Car loadings, merchandise and misc......... 54 55 56 56
Car loadings, other.......................................... 53 60 56 57
Exports................................................................. 43 51 56p 53 p
Imports................................................................. 58 63 65p 60p
Waterways traffic............................................. 42 55 48
Wholesale trade................................................. 75 82r 76r 78

Distribution to Consumer
Department store sales, 2nd Dist.............. 72 66 73 67
Chain grocery sales.......................................... 64 55 53 51
Other chain store sales................................... 70 78 70 70
Mail order house sales.................................... 62 61 64 63
Advertising.......................................................... 54 57 58
Gasoline consumption..................................... 78 72 71
Passenger automobile registrations r . . .  . 24r 5 5r 51r 43r

General Business Activity
Bank debits, outside of New York City.. 54 59 57 p 55 p
Bank debits, New York C ity....................... 42 47 46 43 p
Velocity of bank deposits, outside of New

York C ity ........................................................ 67 78 77 72
Velocity of bank deposits, New York City 39 56 56 51
Shares sold on N. Y . Stock Exchange. . . 53 113 90 75
Life insurance paid fo r................................... 82 72 72 73
Employment in the United States............ 63 76 76 74
Business failures................................................ 101 58 56 59
Building contracts............................................ 30 24 29 42
New corporations formed in N. Y . State 79 70 69 69
Real estate transfers........................................ 49 43 44

General price level*.......................................... 130 133 133p 133p
Composite index of wages*........................... 177 177 177 p 178p
Cost of living*.................................................... 132 135 136 136

p Preliminary r Revised * 1913 average=100

Foreign Trade
During November merchandise exports from the 

United States, valued at $184,000,000, were seasonally

smaller than in October but showed an increase of 33 
per cent over the level of a year previous. Imports, 
amounting to $128,000,000, showed more than the usual 
seasonal decrease from the previous month, although 
their value was 23 per cent larger than in November
1932. The increase over last year in the case of exports 
was larger than in recent months, but was smaller in 
the case of imports.

Available detailed statistics relating to the value and 
quantity of the foreign merchandise trade of this coun
try during November indicate a wide variety of changes 
from November 1932. Gains in value over November
1932 among the exports ranged from 114 per cent for 
metals and manufactures of metals to 9 per cent for 
chemicals and related products, as the following table 
shows. The increase in metal exports may be largely 
explained by increased foreign takings of American iron 
and steel products and of refined copper, the latter 
especially being sold at considerably higher prices than 
a year ago. Textile export trade, mainly raw cotton, 
showed a large increase in dollar volume; cotton was 
shipped abroad to all of the leading importing countries 
in somewhat smaller volume than a year ago but at a 
substantial increase in price. Exports of non-metallic 
minerals, principally petroleum and its products, and of 
machinery and vehicles, mainly automobiles, were also 
much larger than in November 1932, due more to in
creases in the quantity than in the price of these com
modities.

The largest proportionate gain in imports over No
vember 1932 was also in the metals group, of which tin 
and unrefined copper are the principal items; prices of 
these commodities have advanced materially during the 
past year. Imports of inedible vegetable products also 
showed a very large advance in value; the principal item 
in this category, crude rubber, was imported in larger 
volume and at very much higher prices than in Novem
ber 1932. The group of textile imports showed an in
crease of 15 per cent, although raw silk, the chief textile 
import, was received in a volume only about two-thirds 
as large as last year, and in value was about four-fifths 
as large.

(Millions of Dollars)
Percentage 

change 
November 1933

Nov. 1932 Nov. 1933
compared with 

November 1932

Export Groups
Metals & manufactures, except machinery 5 .6 12.0 +1 1 4
Wood and paper................................................. 4 .1 6 .7 +  63
Animal products, inedible............................... 2 .3 3 .7 +  61
Animals and animal products, edible......... 4 .8 7 .4 +  54
Machinery and vehicles.................................... 16 .8 24 .5 +  46
Non-metallic minerals...................................... 2 1 .5 28 .5 +  33

43 .1 5 3 .5 +  24
Vegetable products, inedible.......................... 12.9 15.9 +  23
Vegetable food products.................................. 15.1 16.7 +  11
Chemicals and related products................... 6 .7 7 .3 +  9

Im port Groups
Metals and manufactures............................... 4 .3 10 .2 +1 3 7
Vegetable products, inedible.......................... 9 .2 17.5 +  90
Chemicals and related products................... 3 .9 5 .3 +  36
Machinery and vehicles................................... 0 .6 0 .8 +  33
Wood and paper................................................. 14.1 17.8 +  26
Animal products, inedible............................... 6 .8 8 .1 +  19
Animals and animal products, edible. . . . 3 .9 4 .5 +  15

2 1 .3 2 4 .5 +  15
Non-metallic minerals...................................... 5 .3 5 .9 +  11
Vegetable food products.................................. 28 .1 26 .1 —  7
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Total November sales of reporting wholesale firms 
averaged 16 per cent higher than in the preceding year, 
or about the same increase as occurred in the two previ
ous months. Included in the lines which showed larger 
increases in sales over the previous year than in October 
were hardware, drugs, and jewelry. In addition, sales 
of men’s clothing and diamonds were considerably 
larger than in November 1932, following recessions in 
October. Sales of stationery, groceries, paper, and cot
ton goods also showed increases in comparison with the 
previous year, but in each case the advance was less than 
that reported for October. Sales of shoes, on the other 
hand, were considerably below a year ago, following six 
months of uninterrupted increases, and sales of silk 
goods, reported on a yardage basis by the Silk Associa
tion of America, were much smaller than last year for 
the fourth consecutive month.

At the end of November, stocks held by cotton goods 
and diamond firms showed larger declines from a year 
ago than in the previous month, while stocks of drugs 
and silk goods showed smaller reductions, and the re
maining lines reported no material change from the 
previous month. Collections continued to average slightly 
higher than in 1932.

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

Commodity

Percentage 
change 

November 1933 
compared with 
October 1933

Percentage 
change 

November 1933 
compared with 
November 1932

Per cent of 
accounts 

outstanding 
October 31 
collected in 
November

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1932 1933

Groceries..........................
Men’s clothing...............
Cotton goods..................
Silk goods.......................
Shoes................................
Drugs...............................
Hardware........................Stationery...................
Paper................................

—  9 .8  
— 18.3
—  3 .4  
+  9 .2* 
— 28.4 
— 24.1
—  8 .4  
+  5 .7  
— 14.3 
— 32.6

0

—  0 . 1

— 2 0 . 8
+ 1 2 .0 *

+  ‘ 2 ‘.4 
—  1 .1

+ 17 .1  
+ 40 .4  
+  9 .9  
— 34.9* 
— 17.4 
+ 56 .4  
+25 .1  
+  1 . 2  
+  6 .9  
+ 15 .2  
+ 3 3 .8

+ 45 .5

— 27.4
— 18.6*

—  5.1 
+ 13 .1

76.3
31.7
29.1
60.8
43.1 
20.9
45.4
53.4
41.1

} 13.9

83.1
31.4
31.5
67.5
35.2
30.6 
41.4
48.2 
45.1

} 15.6Diam onds.......................
Jewelry............................

—  3 .5
—  1.9

— 23.3
—48.2

Weighted average . . . — 12 .1 + 1 6 .2 48.1 50.4

* Quantity not value. Reported by Silk Association of America

D epartm ent Store Trade
From December 1 to 23, inclusive, total sales of de

partment stores in the Metropolitan area of New York 
were approximately 7 per cent higher than in the cor
responding period of 1932, but part of the increase is 
attributable to sales by liquor departments which were 
opened by some of the stores early in the month. Ex
clusive of liquor sales the increase amounted to about 
4 per cent. While even the smaller increase is some
what larger than has occurred in other recent months, 
it is doubtful whether it represents a material improve
ment in retail trade in this district, as December 1932 
was a month of particularly poor business for the de
partment stores. The increase in sales during the first 
23 days of December in the Metropolitan area has been 
used as the basis for an estimate of total December sales 
in the Second Reserve District, which is shown in the 
accompanying diagram in index form. As this chart

PER CENT

Index of Dollar Value of Department Store Sales in Second 
Federal Reserve D istrict, W ith out Adjustm ent for Seasonal 

Variation (1 9 2 5 -2 7  average= 1 0 0  per cent;
December 1933 partly estim ated)

indicates, December sales showed the most favorable year 
to year comparison since last August. The aggregate 
sales for the year 1933 appear to have been about 6 
per cent less than in 1932, as compared with a decrease 
of 21 per cent between 1931 and 1932.

Total November sales of the reporting department 
stores in this district were 2 per cent lower than in the 
corresponding period a year ago. In New York City and 
Rochester, sales of the reporting department stores 
showed slightly smaller year to year declines than in 
October, but in the remaining localities, with the ex
ception of Bridgeport which reported a sizable advance 
in sales, a less favorable year to year comparison was 
indicated in November than in October. Sales of the 
leading apparel stores in this district increased about 
2 y 2 per cent over November 1932, a somewhat smaller 
advance than in the preceding month.

In department stores in a majority of localities and 
in apparel stores also, the rate of collections during 
November continued to be higher than in 1932. Stocks 
of merchandise on hand, at retail valuation, remained 
substantially higher than in the previous year, although 
the increases were smaller than in the two preceding 
months.

Percentage change 
from a year ago

Per cent of 
accounts 

outstanding 
October 31

Locality
Stock 

on hand

collected in 
November

Net
sales

end of 
month 1932 1933

—  1 . 1 + 1 7 .0  
+  0 .9  
+  5 .0  
+  0 .3  
+ 1 4 .6  
+  6 .3  
—  4 .0

46.9 48.6
Buffalo......... 1 ............ ................ . .  . ................ —  4 .7 41.2 43.3

—  0 .5 43.8 44.6
+  7 .7  
—  8 .3

25.4 28.9
Newark. . . .......................................................... 40.3 39.2
Bridgeport........................................................... + 1 7 .0  

—  1 .1
34.3 35.5
32.1 30.6

Northern New York State............. ........... — 13.5
Southern New York State.......................... +  2 . 0  

—  7.2Hudson River Valley D istrict...................
Capital District............................................. —  1 . 6

All department stores.............................. —  1 . 8 + 1 3 .4 42.6 43.6

Apparel stores.................... ....................... +  2 .4 + 1 3 .0 44.5 45.3
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and Minerals Combined, Adjusted for Seasonal 
Variation (1 9 2 3 -2 5  average= 1 0 0  per cent)

Index of Factory Em ploym ent W ith  Adjustm ent 
for Seasonal Variation (19 2 3 *2 5  average 

=  100 per cent)
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Business Conditions in the United States
(Summarized by the Federal Eeserve Board)

T OTAL volume of industrial production, after declining further during 
October, showed little change during November and the first half of 

December. Tlie amount of construction undertaken continued to increase, 
reflecting an expansion of public works.

Production and Employment

Output of basic commodities, as measured by the Federal Reserve Board’s 
seasonally adjusted index, was 73 for November, on the basis of the 1923-1925 
average as 100, compared with 77 for October. This total for the month 
reflects the maintenance during November, with allowance for usual seasonal 
changes, of the level reached at the end of October after a continuous decline 
during the preceding three months. Activity at steel mills, after declining 
from 44 per cent of capacity in the early part of October to 25 per cent in 
the early part of November, subsequently increased to a rate of 34 per cent 
in the third week of December. Output of automobiles, which was curtailed 
sharply in November in preparation for new models, also increased somewhat 
in the early part o f December. Consumption of cotton by domestic mills was 
in somewhat smaller volume in November than in the preceding month and 
activity at woolen mills decreased. At shoe factories production showed a 
decline larger than is usual at this season.

Volume o f factory employment and payrolls declined from the middle of 
October to the middle of November by somewhat more than the usual seasonal 
amount. The Board’s seasonally adjusted index of factory employment for 
November was 72, as compared with 74 in October and 57 at the low point 
in March.

Value o f construction contracts awarded, as reported by the F. W. Dodge 
Corporation, showed a further substantial increase in November. This in
crease, at a season when construction contracts usually decline, reflects a 
growth in the volume of public works.

Distribution

Shipments of commodities by rail decreased in November as compared 
with October by an amount somewhat smaller than is usual at this season. 
Sales of merchandise at department stores declined, contrary to seasonal 
tendency, while sales by variety stores showred little change.

W holesale Prices

Wholesale commodity prices, as measured by the weekly index of the 
Bureau o f Labor Statistics, advanced from 70.9 per cent of the 1926 average 
in the first week of November to 71.7 per cent in the third week and then 
declined to 70.9 per cent in the week ended December 9. These movements 
reflected chiefly changes in the prices of farm products and foods. Prices of 
hogs declined considerably after the middle of November, owing partly to 
seasonal factors.

Foreign Exchange

The value o f the dollar in the foreign exchange market advanced from 
a low point o f 59 per cent o f its gold parity on November 16 to about 64 per 
cent for the period from November 27 to December 20.

Bank Credit

Between November 15 and December 20 there was the usual seasonal 
increase, about $195,000,000, in the demand for currency by the public. This 
currency demand was met largely through the purchase of $100,000,000 of 
acceptances by the Federal Reserve Banks and the issuance of additional 
bank notes by the National banks. Reserve balances of member banks showed 
little change for the period and continued to be at a level of about $800,000,000 
above legal requirements.

Total loans and investments of reporting member banks in leading cities 
declined by $160,000,000 between November 15 and December 13, reflecting 
chiefly sales of acceptances to the Reserve Banks and a reduction in holdings 
of investments other than United States Government securities. Loans on 
securities, chiefly to brokers in New York City, increased by $40,000,000, 
while all other loans, which include holdings of acceptances, declined by 
$125,000,000.

Short term money rates advanced slightly during the period.
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M on ey M arket in January

The demand for funds for Government use has in
creased substantially during the past month, but with
drawals of funds from New York by the Government 
have been offset in their effect on the money market by 
the seasonal return flow of currency from circulation 
which regularly follows the holiday season, and by an 
inflow of commercial and bank funds from other districts. 
During the period of most rapid currency retirement 
money rates tended to decline slightly and thereafter 
showed only a very slight advance during the remainder 
of the month, despite the increasing requirements of 
the Government.

The rate of Government expenditures, in excess of 
ordinary receipts, rose to nearly $30,000,000 a day in 
January, and in order to meet these expenditures, heavy 
withdrawals of funds from depositary banks were made 
by the Treasury, and offerings of new Government 
securities were increased in volume. Sales of new Treas
ury bills during January exceeded the amounts needed 
to replace maturing bills by $210,000,000, and in addi
tion, the Government raised approximately $1,000,000,-
000 of new money through the sale of Treasury notes 
and certificates on January 29, most of the proceeds of 
which, however, were left on deposit in the banks. The 
funds withdrawn by the Government from the banks 
were paid out again rapidly, and the only effect on the 
supply of surplus bank funds was some increase in re
serve requirements as private deposits were increased 
through Government disbursements.

Meanwhile bank reserves were increased substantially 
by the seasonal return flow of currency, and the total 
excess reserves for all member banks increased near the 
end of January to above $950,000,000, a larger amount 
than at any previous time. Net deposits of currency 
at the New York Reserve Bank during the five weeks 
ended January 24 amounted to $92,000,000, and at all 
Reserve Banks, to $268,000,000. The return flow at New 
York considerably exceeded the increase during the 
autumn and holiday season, indicating some further 
return flow of hoarded money. For the country as a 
whole, the retirement of currency in January was about 
normal in relation to the seasonal increase during the 
last four months of 1933. Some return of hoarded money 
following the guaranty of bank deposits on January 1 
may have been offset by increased currency require
ments due to larger expenditures of Government funds 
and to increasing payrolls in several industries.

There was some evidence during January of an in
creased inclination on the part of the banks to employ 
excess funds, perhaps due in part to the passing of the 
peak of seasonal requirements and in part to the insur
ance of deposits, which gave the banks greater confidence 
in the stability of their deposits. A  considerable volume 
of bankers acceptances and short term Government 
securities which had accumulated in dealers’ hands near 
the end of the year was distributed in January, and 
new offerings of Government securities were readily 
absorbed. The bond market also reflected a considerable 
increase in demand. Prices of a number of high grade 
corporation bonds rose to the highest levels in more 
than two years, and prices of lower grade securities also 
advanced substantially.

As banks and others sought employment for their 
funds in the New York money and security markets 
there was a substantial inflow of funds from other dis
tricts during the past month. This movement, together 
with the return flow of currency from circulation, more 
than offset further large withdrawals of funds from 
New York by the Government; so that the excess re
serves of the principal New York City banks rose to the 
highest levels since the beginning of November. During 
the past two years, more than half of the new money 
raised by the Government to finance its disbursements 
throughout the country has been obtained in New York,

Gain to Reserve Balances of M em ber Banks in Second Federal 
Reserve D istrict Through M ovem ent of Banking and Com

mercial Funds, and Loss Through Treasury Transac
tions (Cum ulative from beginning of 1932 )
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and, as a result, there have been almost continuous with
drawals of funds from New York by the Treasury. This 
movement, which is shown in the preceding diagram, 
is estimated to have totaled $1,500,000,000 during 1932 
and 1933, and continued at an accelerated rate in Janu
ary 1934.

In 1932, withdrawals of funds from New York by the 
Government were largely offset by the accumulation 
of out-of-town bank funds and commercial funds in the 
New York banks. This process, however, was inter
rupted during the bank crisis of early 1933 by very 
heavy withdrawals of funds from New York by banks in 
other localities, which absorbed all the excess reserves 
that had accumulated in New York previously, and also 
forced the New York banks to have recourse to the 
Reserve Bank. Immediately after the bank holiday, how
ever, funds again returned to New York in large volume, 
and the movement continued until June. At that time 
the elimination of interest on demand deposits under 
the Banking Act of 1933 was followed by withdrawals 
of substantial amounts of out-of-town funds from New 
York, and during the autumn there was a fairly steady 
outflow of commercial funds to other parts of the coun
try. The inflow during the past few weeks, therefore, 
is the first substantial movement of commercial and bank 
funds to New York of its kind in several months.

Money Rates 
Money rates in the New York market on the whole 

showed no material change during January, although 
at times there was some uncertainty concerning rates 
because of the heavy program of Government financing. 
Early in the month there was some decline in yields on 
short term Government securities, and increased offer
ings of new Government securities subsequently were 
followed by only a very gradual rise in yields. Commer
cial paper quotations also moved slightly lower during 
the first three weeks of the month, but the tendency 
toward the close of the month was toward slightly higher 
rates. Other money rates remained the same as at the 
end of December.

Money Rates at New York

Jan. 31, 1933 Dec. 29, 1933 Jan. 31, 1934

Stock Exchange call loans....................... 1 1 1
Stock Exchange 90 day loans................. X *1 *1-1H
Prime commercial paper..........................
Bills— 90 day unindorsed.........................

1X-1X IX 1X-1X
M X X

Customers’ rates on commercial loans.. f3 .38 t2.23 f2 .46
Treasury securities

Maturing March (yield)...................... No yield 0.27 No yield
Maturing June (yield).......................... No yield 0.25 0.25
Maturing September (yield)............... 0.13 1.14

Federal Reserve Bank of New York re
discount rate........................................... 2 X 2 2

Federal Reserve Bank of New York
buying rate for 90 day indorsed bills 1 X X

* Nominal f  Average rate of leading banks at middle of month

Member Bank Credit 
During the two weeks ended January 10, the total 

loans and investments of the principal New York City 
banks declined $220,000,000, but in the subsequent two 
weeks there was an increase of $33,000,000 and in the 
last week of January a large increase occurred due to 
heavy purchases of new Government securities. The 
year end reduction appears to have been due largely to

some decrease in Government security holdings of the 
New York banks and a considerable decrease in loans 
to security dealers in response to a heavy demand for 
short term Government securities and other high grade 
paper by other investors. Loans to dealers had increased 
considerably during December, reflecting in part the 
credit needed by the dealers to carry portfolios of Gov
ernment securities acquired during the peak of the 
seasonal demands on the banks.

Reporting member banks in other principal cities of 
the country showed a decrease of $83,000,000 in their 
total loans and investments during the four weeks 
between December 27 and January 24. Their loans 
showed a reduction of $117,000,000, probably largely 
seasonal in character, while their investments in Gov
ernment securities increased $30,000,000.

Bill Market
During the first half of January, there was a large 

distribution of bills from dealers’ portfolios, which had 
been built up in December through purchases of bills 
from the banks. The active investment demand, which 
came both from New York City and out-of-town insti
tutions, reflected the large increase in member bank 
reserve accounts due to the return of currency from 
holiday circulation. Purchases of bills at first were 
principally of maturities of less than 60 days, but as 
the supply of these bills became exhausted, the invest
ment of excess funds extended to maturities up to 90 
days. In the second half of the month, dealers’ sales 
continued to exceed new offerings of bills by accepting 
and discounting institutions, although the market was 
considerably less active than in the first part of the 
month.

No change in open market bill rates occurred during 
January, following the reduction effected on December
29 in anticipation of the good investment demand which 
developed in January. The bill portfolio of the Federal 
Reserve Banks declined only slightly in January, due to 
the fact that most of the bills sold to the Reserve Banks 
in late November and the first part of December were of 
maturities beyond the end of January.

On December 31, the volume of dollar acceptances out
standing amounted to $764,000,000, an increase of $6,- 
000,000 over the end of November, reflecting chiefly a 
larger volume of export bills. Of the amount outstand
ing, accepting banks and bankers held $442,000,000, or 
58 per cent, as compared with 79 per cent of the amount 
outstanding at the end of November.

Commercial Paper Market

An active bank investment demand for open market 
commercial paper existed during the entire month of 
January, but inquiry was limited principally to prime 
paper maturing within 4 months. Rates showed an eas
ing tendency and around mid-month the prevailing rates 
reverted to the 1*4-1^ Per cen  ̂ range which was quoted 
in the latter part of November and the first half of 
December. In the closing week of January, however, 
slightly firmer conditions were reported, with a reduc
tion in the amount of paper moving at 1 %  per cent and 
an increase in sales at V /2  per cent; some paper priced 
at 1 %  per cent also reappeared in the market, but this
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represented drawings of the smaller and less well-known 
concerns.

The supply of new paper coming into the market in 
January increased seasonally, and included a diversified 
list of commercial and industrial borrowers. The dealers’ 
acquisitions of new material, however, were reported to 
have been inadequate to meet the potential investment 
demand. The increased supply of paper in January 
followed a seasonal reduction during December in the 
amount of commercial paper outstanding through re
porting dealers to $109,000,000 on December 31. The 
December decline of 19 per cent, however, was less than 
occurred in the corresponding month of the previous 
three years, and the volume outstanding remained 13 
per cent higher than in 1932.

Security M arkets

Domestic corporate securities, both bonds and stocks, 
showed substantial price advances for the month of 
January, and the volume of trading in the security 
markets was somewhat more active than in recent 
months.

In the bond market, domestic corporation issues, after 
showing little change in the first week of the month, 
rose steadily during the balance of the month. Price 
averages of representative corporate bonds registered 
successive advances in the twelve trading sessions 
between January 9 and 22, and after halting one day 
resumed the advance. As a consequence corporate bond 
averages showed total advances of 4 to 7 points for the 
month, extending the recovery made in December, and 
toward the close of January prices on the whole were at 
about the same level as was reached on the recovery 
which ended in the summer of 1933, the highest level 
since September 1931. All grades of bonds participated 
in the rise, although the medium grade issues showed the 
largest advances. Prices of a number of individual 
bonds, both high and medium grade issues, were notice
ably higher than last July and consequently were at the 
best levels in nearly 2%  years. Foreign bonds on the 
whole showed movements comparable with domestic cor
poration issues, but there was a sharp drop in German 
issues late in the month on reports of difficulties en
countered in the German external debt conference.

United States Government bonds showed a moderate 
net advance for the month of January. After the pre
sentation to Congress of the 1934 and 1935 budget data, 
long term Treasury bonds dropped about 1%  points, 
but largely recovered by the 17th of the month, and 
toward the close of January advanced somewhat further.

In the stock market, prices of representative issues 
showed no important variation until the middle of the 
month. On January 15, however, the day of the Presi
dent’s monetary message to Congress, there was a rise 
in stock prices which averaged about 6 per cent. Stock 
prices thereafter pursued an irregular upward course, 
closing the month about 12 per cent higher than the 
end of December and within 7 per cent of the July 1933 
peak, as the accompanying diagram indicates. On a 
percentage basis, railroad and public utility shares made 
somewhat greater advances than industrial stocks. Bank

bond averages)

stocks were rather consistently strong throughout Janu
ary, with prices on January 24 some 35 per cent above 
the low quotations prevailing around the middle of 
December.

N ew  Financing

During January, the amount of new securities offered 
for public subscription, other than United States Gov
ernment issues, continued to be extremely limited. The 
aggregate was not much over $50,000,000, of which the 
principal issues were $28,000,000 of Federal Intermediate 
Credit Bank short term debentures and $8,453,000 of 
Commonwealth of Massachusetts serial bonds. In addi
tion to the public offerings, however, there was a $50,- 
000,000 issue of New York State 2 per cent 1 year notes, 
which was allotted to banks and financial houses and 
only a small part subsequently reoffered to other in
vestors.

The United States Treasury obtained $210,000,000 of 
new funds during January through the sale of five 91 
day Treasury bill issues totaling $600,000,000, which 
were put out partly to replace bill maturities of $390,- 
000,000. Despite the increase in the amount of securities 
of this type outstanding, the rates at which they were 
sold showed only a slight upward tendency and averaged 
less than the rates on the last two December issues. 
Toward the end of the month, the Treasury announced 
two issues of somewhat longer maturity for the purpose 
of raising approximately $1,000,000,000 of the funds 
required to meet the heavy emergency expenditures out
lined in the President’s budget message. These issues 
were in the form of $500,000,000 of 2y 2 per cent notes 
maturing March 15, 1935, and $500,000,000 of i y 2 per 
cent certificates of indebtedness maturing September 15,
1934. Subscriptions for these issues totaled $4,770,- 
000,000 during the one day the subscription books 
remained open— $3,415,000,000 for the notes and $1,-
355,000,000 for the certificates— and the notes quickly 
advanced to a premium of about y 2 of a point and the 
certificates to a premium of at least %  of a point.
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New Security Offerings in 1933  Compared with Preceding Years  
(Commercial and Financial Chronicle figures for domestic  

issues and Federal R eserve Bank of N ew  York data for 
foreign flotations; in millions of dollars)

For the year 1933, a compilation of public offerings 
of new securities places the total at $715,000,000, exclu
sive of United States Government financing, investment 
trust and corporate trust issues, and all refunding issues. 
This amount is considerably less than even the small 
total for 1932, and is less than 10 per cent of the 1929 
amount, as the accompanying diagram indicates. New 
capital issues by domestic corporations aggregated only 
$160,000,000, and total domestic corporate issues includ
ing refunding issues about $380,000,000. As corporate 
bond and note maturities during this year were in the 
neighborhood of $1,000,000,000, it appears that the new 
flotations through the American capital market were far 
from sufficient to replace maturities, to say nothing of 
providing new capital for industry in the aggregate. In 
part the excess of maturities over new issues was met by 
the loaning operations of the Reconstruction Finance 
Corporation, such as loans to railroads. The remainder 
presumably was met largely out of earnings or bank 
loans, but in some few instances default occurred.

State and municipal securities publicly offered de
clined to about $550,000,000 in 1933, a decrease of 35 per 
cent from the 1932 total. In addition to this amount, 
States and municipalities obtained very substantial sums 
from the Federal Government in the form of grants and 
loans for relief and public works.

G old M ovem en t

During the month of January the monetary gold stock 
of the United States declined slightly due to gold exports 
of $1,261,000 to England and $248,000 to France, under 
licenses granted by the Secretary of the Treasury. 
Reductions in gold held under earmark at this bank for 
foreign account totaled $12,200,000, of which $1,678,000 
was exported to Holland, but these transactions were 
without effect upon the monetary gold stock of this 
country.

Reconstruction Finance Corporation purchases of 
newly mined domestic gold under the Executive Order 
of October 25 were reported by the Chairman of the 
Corporation to have totaled 695,000 ounces, costing 
$23,364,000, for the period through January 15, when

such purchases by the Reconstruction Finance Corpora
tion ceased. For this same period it was announced that 
Reconstruction Finance Corporation purchases of gold 
abroad had aggregated 3,335,000 ounces, at a cost of 
$108,308,000. After January 15, the gold operations 
which had been carried on by the Reconstruction Finance 
Corporation were taken over by the Treasury.

Central B ank R ate  Changes
Effective January 2, the National Bank of Bulgaria 

lowered its discount rate from 8 to 7 per cent, and the 
Bank of Lithuania reduced its rate from 7 to 6 per cent.

Foreign Exchange

The international value of the dollar rose during the 
first week of January. The discount on the dollar in 
terms of the French franc fell from 37.0 per cent on 
January 2 to 35.8 per cent on the 8th. The higher quo
tation for the dollar was fairly well maintained through
out the second week of the month, but on the 15th, the 
day on which the President delivered his message on 
monetary legislation, the discount quickly increased to 
38.6 per cent. The dollar strengthened immediately 
afterward, however, and the discount receded to 37.6 
per cent on the 16th, and thereafter declined irregularly 
to 37.0 per cent on January 26. In the closing days of 
the month, the discount on the dollar increased slightly 
again to 37.7 per cent on January 30.

The accompanying diagram shows that since the end 
of November the discount on the dollar against the 
French franc has been continually less than its discount 
from gold parity as measured by the Government’s price 
for newly mined gold. The latest change in the domestic 
gold price— to $34.45 per fine ounce effective January 
16— represented the fixing of a gold valuation for the 
dollar of 40 per cent less than the parity of $20.67 which 
has been maintained for many years.

The diagram also shows that the discount on the dol
lar in terms of sterling was reduced somewhat during 
January. From a premium of over 40 per cent against
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sterling in the early months of 1933, the dollar declined 
following the suspension of gold payments by the United 
States to a discount of as much as 11 per cent in 
November. As 1934 opened, the discount on the dollar 
against sterling was 5.6 per cent, but dropped to 1.9 
per cent on the 18th, and held around 2 to 3 per cent 
during the remainder of the month. This movement of 
the dollar-sterling rate occurred despite little net change 
in the dollar-franc relationship and reflected a decline 
in the sterling-franc quotation from above 83 francs to 
the pound early in January to below 80 later in the 
month.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Jan. 31, 1933 Dec. 30, 1933 Jan. 30, 1934

Belgium.............................. $ .1390 $ .1391 $ .2209 $ .2235
Denmark........................... .2680 .1520 .2302 .2240
England............................. 4.8666 3.3950 5.1550 4.9850
France................................ .0392 .03903 .06210 .06285
Germany........................... .2382 .2377 .3775 .3805
Holland............................. .4020 .4019 .6367 .6440
Italy.................................... .0526 .0511 .0832 .0843
N orway.............................. .2680 .1740 .2590 .2520
Spain.................................. .1930 .0820 .1304 .1290
Sweden.............................. .2680 .1840 .2660 .2587
Switzerland....................... .1930 .1934 .3070 .3107

Canada.............................. 1 .0 0 0 0 .8375 1.0019 .9925
Argentina.......................... .9648 .5865 .3383 .3323
Brazil.................................. .1196 .0763 .0876 .0850
Uruguay............................ 1.0342 .4750 .7500 .7800

Japan.................................. .4985 .2119 .3100 .2988
India.................................. .3650 .2570 .3890 .3780
Shanghai........................... .2875 .3413 .3400

Foreign Trade
In December, both merchandise exports and imports 

showed increases over the previous month, contrary to 
seasonal tendency. Exports amounting to $192,000,000 
were 46 per cent higher than in December 1932, and 
imports of $133,000,000 were 37 per cent larger. The 
accompanying diagram shows the course of exports and 
imports in dollar volume over the past five years, re
duced to a daily average basis and adjusted for seasonal 
variations. As the diagram shows, the value of export 
trade has increased considerably since the first quarter 
of 1933. The depreciation in the external value of the 
dollar and the accompanying rise in the prices of inter
national commodities at first appeared to stimulate 
imports more than exports, but more recently seem to 
have fostered increased takings of American products 
by other countries. As a result, the dollar value of ex
port trade of the United States ended the year 1933 
at the highest level since August 1931. Imports into 
the United States, which showed a considerable rise 
through July of last year, apparently due to the attempt 
to anticipate further price advances, have shown no 
further increase since that time, but rather some reces
sion, so that this country’s favorable balance of mer
chandise trade tended to widen as the year drew to 
a close.

For the calendar year 1933, exports totaled 4 per 
cent larger than in 1932, and imports showed an increase 
of 10 per cent, due to the recovery in foreign trade as 
the year progressed which more than offset the declines 
reported in the first five months of the year. These in
creases in the annual figures may be accounted for 
partly by larger quantity shipments of some types of

goods, and partly by the higher average level of com
modity prices. In the case both of exports and imports 
the largest percentage increases in dollar value were in 
semi-manufactures— 20 per cent for exports and 35 per 
cent for imports. Among the leading individual items 
of this country’s foreign trade, exports of raw cotton 
were somewhat smaller in quantity than in 1932, with 
prices averaging considerably higher, and the quantity 
of raw silk imported was somewhat less than in the 
preceding year. On the other hand, the volume of crude 
rubber and coffee imported was somewhat larger than 
in 1932.

Indexes of BusinessfAetivity
General business activity appears to have shown fur

ther improvement during the first half of January, in 
continuation of the upward movement which developed in 
the previous month. The advancing tendency was reflected 
in this bank’s weekly index of the railroad movement 
of merchandise and miscellaneous freight, which is pre
sented in the accompanying diagram, somewhat smoothed 
by the use of a four-week moving average to remove

PERCE N T

Index of Railroad Loadings of Miscellaneous and Less than 
Carload Freight (Four weeks m oving average of weekly 

indexes, adjusted for seasonal variation and long  
time grow th)
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erratic fluctuations from week to week. The course of 
the index has been upward since the middle of Novem
ber and the advance so far recorded has been larger 
than any previous increase in several years, with the 
exception of the rapid rise of March to July last year.

Increases, after seasonal adjustment, were rather gen
eral in December in the various indexes representing 
distribution and general business activity. Advances oc
curred in this bank’s indexes of railroad freight traffic, 
foreign trade, department store and chain store sales, 
and check payments outside New York City. In addi
tion, business failures were less numerous than in 
November, although failures usually increase at the 
year end.

(Adjusted’for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

P E R C E N T  
80

Primary Distribution
Car loadings, merchandise and m isc..
Car loadings, other........................
Exports.....................................................
Im ports...................................................
Waterways traffic...................................
Wholesale trade......................................

Distribution to Consumer
Department store sales, U. S.............
Department store sales, 2nd Dist. r
Chain grocery sales..............................
Other chain store sales........................
Mail order house sales........................
Advertising............................................
Gasoline consumption..........................
Passenger automobile registrations..

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

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

C ity ..............................................................
Shares sold on N. Y . Stock Exchange. . .
Life insurance paid fo r ................................
Employment in the United States...........
Business failures............................................
Building contracts........................................
New corporations formed in N. Y. State 
Real estate transfers..............................

General price level*............
Composite index of wages* 
Cost of living*......................

1932

Dec.

53
58
43
57
40
85

70 
78r 
64 
67 
61 
52
71 
28

58
53

70

48
57
77
62102
23
73
52

128
174
132

1933

Oct.

56
56
56
64
48
76

71
74r
53
70 
64 
58
71 
51

57
46

77

56
90
72
76
56
29
69
44

133
177
136

Nov.

56
57 
53 
59 
55 
78

65
69r
51
70
63
58
72
49p

55
43

72

51
75
73
74 
59 
42 
69

133p
178p
136

Dec.

59
58
60p
63p

69p
72r
52
73
61
56

3 5p

58p
42p
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5086
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73 
47 
54 
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C om m odity Prices

Commodity prices turned upward in the last week of 
December, and the advance continued throughout Janu
ary, as the accompanying diagram indicates. The price 
of farm products at the farm, which after advancing 
some 45 per cent between April and July had lost nearly 
half of the gain, recovered to a point approximately 35 
per cent above the April level. Actively traded basic 
commodities, represented by an index prepared by 
Moody’s Investors Service, which includes several inter
national commodities that have been especially responsive 
to the depreciation in the exchange value of the dollar, 
advanced 12 per cent between December 21 and January 
29, reaching a level some 55 per cent higher than that of 
April 1 and within 10 per cent of the July peak. The 
Bureau of Labor Statistics weekly price index, which is 
composed of a diversified list of 784 price series, ad
vanced about 3 per cent between the week ended Decem-

Percentage Changes from  April 1, 1933 in Prices of A ctively  
Traded Basic Commodities, Farm  Prices at the Farm , 

and General W holesale Commodity Prices (M oody 's  
Investors Service, Department of Agriculture, and  

Bureau of Labor Statistics data)

ber 23 and that ended January 20 to a level about 20 
per cent above that of last April, and the highest since 
the middle of 1931.

Finished goods prices were relatively steady during 
January at about the levels which had been held since 
October, while raw material prices showed a generally 
upward tendency. One of the most important increases 
of the month was in the price of cotton, which rose to 
11.70 cents a pound at New York, only slightly beneath 
the July level. The price of scrap steel was increased 
from $12.50 a ton to $13.50, and price advances also 
occurred in wheat, corn, hogs, steers, hides, wool, silk, 
sugar, and rubber, while a comparatively small decline 
occurred in lead.

Production

On the whole basic industrial activity appears to have 
been maintained in January at about the same general 
level as in December, judging by the currently available 
data covering several of the principal industries. Auto
mobile production increased considerably despite contin
ued delays in the output of new models, and operations 
in the cotton textile industry are reported to have shown 
more than the usual seasonal rise. On the other hand, 
no marked change occurred in steel production following 
the sharp advance of the previous month, although the 
seasonal tendency in this industry is to increase produc
tion during January. Bituminous coal output increased 
no more than seasonally, and this bank’s weekly index 
of electric power production, which largely reflects 
changes in the industrial consumption of electric energy, 
remained fairly steady in January at about the previous 
month’s level.

Diverse tendencies were shown in the rate of opera
tions of the principal industries during December. 
Activity in the steel industry advanced sharply, largely 
as a result of the demand for prompt shipment of certain 
types of finished steel for which higher prices were 
scheduled to become effective on January 1. In the auto
mobile industry, the production of trucks increased con-
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siderably, but passenger automobile output rose only mod
erately after seasonal adjustment, owing largely to tech
nical obstacles which tended to delay the production of 
new models. In addition, the output of tobacco products 
increased sharply. On the other hand, rather large de
clines occurred in the output of the textile and meat
packing industries. As a result of these divergent 
movements, no marked change occurred in the average 
level of industrial activity. The Federal Reserve Board’s 
seasonally adjusted index of industrial production 
advanced 1 point between November and December to 74 
per cent of the 1923-1925 average, indicating that the 
downward tendency which had prevailed since July had 
been checked. In December, the index was 28 per cent 
above the low of July 1932, and 26 per cent below the 
peak reached in the middle of 1933. The movement of 
this index during 1933 was in marked contrast to the 
almost continuous downward tendency of 1930 and 1931; 
during each of the past five years, except 1933, the level 
of industrial activity at the end of the year was below 
that of the final month of the previous year.

(Adjusted for seasonal variations and usual year to year growth)

1932 1933

Dec. Oct. Nov. Dec.

Metals
Pig iron ........................................................... 19 44 37 41
Steel ingots..................................................... 23 52 44 52
Lead................................................................. 35 55 60 59
Z in c ................................................................... 34 67 66 58
Tin deliveries................................................. 46 68 59

Automobiles
Passenger cars............................................... 33 40 18 21p
Motor trucks................................................. 51 52 39 73 p

Fuels
Bituminous coal............................................ 65 62 67 65
Anthracite coa l............................................. 81 61 80 75
C oke................................................................. 41 57 54 56
Petroleum, crude.......................................... 60 72 68 68  p
Petroleum products...................................... 69 69 66
Electric power............................................... 66 66 64p 64 p

Textiles and Leather Products
Cotton consumption.................................... 78 83 78 65
W ool mill activity........................................ 80 88 86 73 p
Silk consumption.......................................... 72 46 54 42
Rayon deliveries........................................... 114 95 98
Shoes................................................................ 87 94 9 2p 9 2p

Foods and Tobacco Products
Livestock slaughtered.................................. 84 94 101 95
Wheat flour.................................................... 94 74 83 82
Sugar deliveries............................................. 78 71 69 84p
Tobacco products......................................... 77 74 66 80

Miscellaneous
Cement............................................................ 38 30 36 30
Tires................................................................. 47 62 69
Lumber........................................................... 25 37 33 34
Printing activity........................................... 59 64 66
Newsprint paper........................................... 74 77 82 80

p Preliminary

Building

As the result of a further unseasonal rise of 28 per 
cent in building contracts during December, this bank’s 
index of contract awards in 37 States advanced to 54 
per cent of the long term trend computed from data for 
past years, as compared with the low point of 11 per 
cent in April 1933. The accompanying diagram shows 
that the largest part of the increase represented con
struction financed by public funds, but a moderate in-

Building and Engineering Contracts Awarded, Classified as to 
Publicly or Privately Financed (F . W . Dodge Corporation 

data for 37  States)

crease also occurred in contracts for privately financed 
building. Publicly financed projects in December were 
about three times as large as in the corresponding period 
of 1932 and nearly nine times as large as in April, when 
this type of work reached its lowest point. Privately 
financed projects were about 75 per cent larger than in 
December 1932. Total building contracts consequently 
were more than two and one-half times the dollar volume 
reported a year earlier. The large rise in publicly 
financed building reflects contracts for the construction 
of public works, such as highways, sewerage systems, and 
water front developments, which in the aggregate have 
been the most important factor in the increase, and also 
expenditures on certain other non-residential construc
tion including public buildings and parks, educational 
buildings, hospitals, and publicly owned utilities.

During the first three weeks of January 1934, awards 
of building and engineering contracts showed little 
change from the December rate. A  large unseasonal rise 
occurred in non-residential work other than public works 
and utilities, while residential contracts declined con
siderably. Public works and utility contracts registered 
a small recession following the sizable advances of the 
previous five months.

The 1933 total of all building and engineering con
tracts reported by the F. W . Dodge Corporation was 
$1,256,000,000, a drop of only 7 per cent from the 1932 
total, as the recovery in building during the last quarter 
of the year, when contracts exceeded the previous year’s 
amount by 75 per cent, largely offset the 30 per cent 
decline which occurred in the total for the first nine 
months of the year. For the year as a whole, publicly 
financed building totaled 11 per cent less than in 1932, 
despite the rapid increase toward the end of the year, 
and privately financed work was 2 per cent less. Resi
dential contracts showed a further decrease of 11 per 
cent from the small volume in 1932.

E m ploym ent
A further small recession in private employment, 

largely seasonal in character, occurred during the 
period between the middle of November and the middle
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of December. In manufacturing industries working 
forces were reduced somewhat more than usually, and 
the seasonally adjusted index of factory employment 
computed by the Federal Reserve Board receded about
I per cent. The most pronounced decline was shown in 
the textile and clothing industries. In automobile fac
tories, working forces were increased in connection with 
the introduction of new models. Employment on private 
construction projects was sharply reduced and the num
ber of hired farm laborers also declined in accordance 
with the seasonal tendency. On the other hand, the 
staffs of retail stores were substantially increased in 
order to take care of Christmas trade.

The seasonal reduction in private employment was 
much more than offset by the jobs which became avail
able through the emergency expenditures of the Federal 
Government. The number of workers engaged in con
servation work and on projects financed by the Public 
Works Administration was increased moderately, but 
the principal factor in expanding employment during 
December was the temporary relief work provided by 
the Civil Works Administration. It is reported that 
the C. W . A. quota of 4,000,000 jobs was nearly filled 
by the end of December, and as a result the number 
of workers without employment at the year end was 
probably the lowest in three years.

D epartm ent Store Trade

During the first half of January 1934, sales of depart
ment stores in the Metropolitan area, of New York 
showed an 8 per cent increase over the corresponding 
period of 1933, and although nearly a third of the ad
vance was attributable to the addition of liquor depart
ments by a number of the stores, the increase in the 
sales of other departments, averaging over 5 per cent, 
was the largest since August.

In December, total department store sales in this dis
trict were about 4%  per cent higher than in the corre
sponding period of 1932, including the sales of liquor 
departments in some of the stores, the operation of 
which was begun in the first part of the month. Exclusive 
of liquor sales, the increase in sales amounted to about 
1%  per cent. Although the year to year comparisons, 
both for total sales and for average daily sales, were 
more favorable than in several months, it should be 
noted that December 1932 was a month of particularly 
poor business. All localities, with the exception of 
Newark and Northern New York State, reported total 
sales higher in December 1933 than in the corresponding 
month of the previous year. On an average daily basis, 
sales of the New York City department stores showed 
the most favorable year to year comparison since April 
1930, and sales of the Buffalo, Rochester 
Newark, Southern New York State, and Hudson River 
Valley district reporting department stores showed the 
most favorable comparisons since last August. December 
sales of the leading apparel stores in this ̂ str ict »Were
II per cent higher than in December 1932, and average 
daily sales showed the largest increase in several years.

For the year 1933, sales of the reporting deg^|n^enjt 
stores were 6 per cent lower than for l|^^gd^pvfce}kbf 
improvement in business after March, and sa® 
apparel stores showed a decline of 4 per cent.

Locality

New Y ork .......................................
Buffalo.............................................
Rochester........................................
Syracuse..........................................
Newark...........................................
Bridgeport......................................
Elsewhere........................................

Northern New York State. . . 
Southern New York State... . 
Hudson River Valley District. 
Capital D istrict.........................

All department stores..............

Apparel stores............................

Percentage change from 
a year ago

Net i

Dec.

4- 5 .4  
+  6 .7  
+ 10 .4  
+ 1 2 .7
—  3.4 
+  9 .2  
+  4 .2— 2.1 
+  7.2 
+  0 .9  
+  1.9

+  4 .4

+ 10 .7

Jan. 
to Dec.

—  5.7
—  6 .3
—  7 .8  
+  2 .4  —11.2— 2.2
—  4.8  —10.2
—  0.9
—  7.5
—  5.1

6.3

—  4 .0

Stock 
on hand 
end of 
month

+12.8
+ 13 .2

Per cent of 
accounts 

outstanding 
N ovember ,30 
collected in 
December

1932

+ 1 6 .7 43.7 46.4
—  0 .3 38.6 42.3
+  2 . 8 42.8 45.8
—  1.9 29.9 33.0
+ 15 .9 32.1 37.4
+  1.9 34.9 36.6
—  9 .9 33.2 29.4

39.3

43.0

1933

42.6

44.1

W holesale Trade
Total December sales of the reporting wholesale firms 

averaged 16 per cent higher than in the corresponding 
month of the previous year. This was approximately the 
same percentage increase as occurred in November. Sales 
of hardware, drug, grocery, paper, men’s clothing, and 
jewelry firms showed increases over December 1932, but 
only in the case of the grocery and paper concerns were 
the advances larger than those reported in the previous 
month. The increase in grocery business was largely 
influenced by the inclusion of liquor sales in the Decem
ber 1933 figure; total sales were 43%  per cent higher 
than in December 1932, but excluding liquor sales an 
increase of only 3%  per cent occurred. The remaining 
lines of wholesale trade showed smaller sales than in 
December 1932, following increases in most of the im
mediately preceding months.

For the year 1933, total sales of the wholesale con
cerns averaged 7 per cent higher than in 1932, as the 
rather large increases in the last eight months of the year 
exceeded the substantial declines which occurred in the 
first four months.

Of those wholesale firms that report changes in mer
chandise stocks, grocery and hardware firms continued 
to show increases over the previous year in December, 
while diamond and jewelry firms again reported de
creases. The rate of collections of accounts outstanding 
at the end of the previous month averaged considerably 
higher in December 1933 than in December 1932.

Commodity

Groceries.............
Men’s clothing. . 
Cotton goods. . .

£Silk g o o d s .. . . . .

Hardware.
Stationery.........
Paper...................
D iam onds........

Percentage 
change 

December 1933 
compared with 
December 1932

Net

+ 43 .5  
+  5.1
—  2.4*
— 18.1 
+ 2 5 .7  
+  5 .5
—  0 .5  
+ 18 .0— 2.6 
+  9 .6

+ 1 5 .7

Stock 
end of 
month

+ 57 .1

+ 1 2 .4

— 19.4
— 31.3

Per cent of 
accounts 

outstanding 
November 30 

collected in 
December

1932

79.9
38.7 
37.1
66.9 
39.3

44 ’.7
56.0
41.8
23.0

54.1

1933

101.9
42.1
39.3
65.0
35.4

44.0
46.0
48.4

\ 26.4

61.0

Percentage 
change 

net sales

Dec. 1933 
compared 

with 
Nov. 1933

+ 2 5 .4
— 43.3—10.8*
— 13.1 
— 30.0 — 0.2 
— 0.2 
+  1.4 
+  6 .7  
— 20.5

7.0

Year 1933 
compared 

with 
Year 1932

+ 1 3 .7  + 8.2 
+  3 .9

+
+

3 .2  
8 .4  1.8 
9.9

—  5 .0  
+  3.9 
+  3.5

+ 6.6

* Figures reported by the Silk Association of America not yet available.

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

February 1, 1934



FEDERAL RESERVE BANK OF NEW YORK
MONTHLY REVIEW, FEBRUARY 1, 19S4

Index Num ber of Production of M anufactures 
and Minerals Combined, Adjusted for Sea

sonal Variation (1 9 2 3 -2 5  a v e r a g e s  IOO 
per cent)

Index o f Factory Em ploym ent W ith  A d ju st
m ent for Seasonal Variation (1 9 2 3 -2 5  

average= 1 0 0  per cent)

Value of Construction Contracts Awarded  
(Three month m oving averages of F . W .  
Dodge Corporation data for 37  Eastern  

States, adjusted for seasonal variation)

Group Price Indexes of Bureau of Labor
Statistics (1926 average=100 per cent)

Business Conditions in the United States
(Summarized by the Federal Eeserve Board)

I NDUSTRIAL activity, as measured by the Federal Reserve Board’s season
ally adjusted index, showed an increase in December, following upon four 

months of decline. Factory employment declined somewhat, while employment 
by public agencies showed a considerable increase.

Prodtjcton and E mployment

The Board’s index of industrial production, which is adjusted to allow for 
seasonal variation, advanced from 73 per cent of the 1923-1925 average in 
November to 74 per cent in December. For the fourth quarter of 1933 as a 
whole the volume o f industrial output was 13 per cent larger than for the 
corresponding period o f 1932. Activity in the steel industry, contrary to 
seasonal tendency, increased considerably in December and there was also an 
increase in the output o f automobiles. Shoe production declined by an 
amount smaller than is usual in December. At textile mills, activity declined 
further by considerably more than the usual seasonal amount to about the 
low level o f last spring.

The number o f employees at factories declined between the middle o f 
November and the middle of December by somewhat more than the usual 
seasonal amount, reflecting chiefly reductions in working forces at cotton, 
woolen, and silk mills and at clothing factories. At automobile factories 
there was a substantial increase in employment.

Value o f construction contracts awarded, as reported by the F. W. Dodge 
Corporation, increased further in December and the first half of January. 
There was a large increase in contracts awarded for public works and private 
construction also increased. In the fourth quarter of 1933 as a whole construc
tion contracts in 37 States totaled $500,000,000 as compared with $300,000,000 
in the last quarter of 1932.

Distribution

Freight car loadings, particularly of miscellaneous freight, declined in 
December as compared with November by less than the usual seasonal amount. 
Dollar value of sales by department stores showed an increase slightly larger 
than is usual for December.

Dollar Exchange

The foreign exchange value of the dollar which had fluctuated around 
64 per cent of parity from the end o f November to January 13, declined to 
62 per cent on January 17, and subsequently advanced to a range from 
62 to 63 per cent.

Prices

Wholesale commodity prices, which had shown a slight decline between 
the middle of November and the third week of December, advanced in the 
following month, reflecting chiefly increases in the prices of farm products 
and foods. Cotton and grains showed marked increases and livestock prices 
also advanced somewhat.

Bank Credit

At the Eeserve Banks the seasonal return of currency from circulation 
after the holiday demand amounted to about $250,000,000 from the high 
point on’ December 22 to January 17. A  large part of the funds arising from 
this inflow of currency to the Eeserve Banks was added to the reserve balances 
of member banks, with the consequence that these balances increased by 
January 17 to $900,000,000 in excess of legal requirements.

The return flow o f currency from circulation and the reduction of balances 
held by commercial banks for the United States Government were reflected in 
an increase of demand deposits at reporting member banks. Loans of the 
banks declined between December 13 and January 17, while holdings of United 
States Government and other securities increased.

Short term money rates in the open market, which had shown a slight 
advance in December, declined in January to the previous level.
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M on ey M arket in February

Large purchases of new issues of Government securi
ties during the past month have carried the total loans 
and investments of weekly reporting member banks in 
91 cities throughout the country to the highest level in 
two years. During the four weeks ended February 21 
the Government security holdings of the reporting banks 
increased $954,000,000 to $6,199,000,000, a volume sub
stantially larger than was reached by the total Govern
ment security holdings of all member banks during the 
financing of this country’s participation in the World 
War. The increase during the past month reflected 
chiefly purchases of Treasury certificates and Treasury 
notes issued on January 29, and of the Treasury notes 
issued on February 19, but included also smaller amounts 
of new Treasury bills. Other forms of member bank 
credit showed a small net increase for the month, but, 
on the whole, are no larger than a year ago and are 
considerably less than two years ago.

The net demand and time deposits of the reporting 
banks did not increase in proportion to the increase in 
total loans and investments during thei past month, as a 
large part of the proceeds of new Government securities 
purchased by the banks for their own account and for 
their customers was left on deposit in the banks pending 
Government expenditures. Nevertheless the demand de
posits of these banks increased slightly further, largely 
as the result of inter-bank deposits, so that the total of 
net demand and time deposits rose to a level approxi
mately as high as at any time since 1931, as the diagram 
shows. Excluding inter-bank deposits which have been 
responsible for much of the fluctuation in deposits dur
ing the past two years, other demand deposits have been 
fairly steady, and on the whole have been increasing 
gradually since last autumn. A  potential source of a 
further large increase in the supply of “ deposit 
currency”  may be seen in the greajb increase in Govern
ment deposits in the banks which occurred during the 
past month as the result of Government borrowing; the 
unexpended balances of the Government on deposit in 
weekly reporting member banks rose more than a billion 
dollars in four weeks to $1,418,000,000 on February 21, 
the largest amount on record. When these funds are 
spent, it is to be expected that a considerable part will 
go into widely distributed deposit accounts of individuals 
and business concerns, and thus will expand the active 
money supply of the country.

At the outset the creation of these large deposits to the 
credit of the Government had no effect on the reserve

position of the banks, but fairly large amounts of the 
new Government securities were paid for in cash, which 
was transferred temporarily from member bank reserves 
to Government deposits in the Reserve Banks. This had 
the effect for a time of reducing excess member bank 
reserves from the high level reached near the end of Janu- 
ary, but in the latter part of February there was a 
renewed and rapid expansion of excess reserves, due 
chiefly to the heavy inflow of gold. The gold movement 
for the month amounted to about $381,000,000, which 
is by far the largest gold inflow in dollar amount that 
has ever been received by the United States in a single 
month, and is also the largest amount in weight.

As a result of the payments received by the banks for 
imported gold, excess reserves of the principal New York 
City banks rose above $350,000,000 at the end of Feb
ruary, an amount approximately equal to the previous 
high point reached in January 1933, and excess reserves 
for all member banks rose to a new high level above 
$1,000,000,000.

Money Rates

In view of the large inflow of gold, money market con
ditions were continuously easy throughout the month, 
even though for a short period, as described above, the 
excess reserves of the principal New York banks were 
largely eliminated by payments for new Government 
securities. Rates of discount on new Treasury bills re
mained low in the early part of the month despite con
tinued large offerings, and other money rates remained

B IL L IO N S

Total Loans and Investments and Total of Net Demand and
Time Deposits of Weekly Reporting Member Banks
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steady. Later in the month the Treasury bill offerings 
were reduced in volume, as the Treasury was amply 
supplied with funds, and, with excess reserves and the 
demand for high grade short term paper increasing, 
the rates on new Treasury bills declined. Rates on 
bankers bills, which were also in good demand, remained 
unchanged. In the commercial paper market the ten
dency was towards slightly lower rates near the end of 
February.

Money Rates at New York

Feb. 28, 1933 Jan. 31, 1934 Feb. 28, 1934

Stock Exchange call loans....................... 1 1 1
Stock Exchange 90 day loans................. *2M 1 * * % -l
Prime commercial paper— 4 to 6  months I h - 1 H 1 H -1 H 1 H -1 H
Bills— 90 day unindorsed........................ 1 H H X
Customers’ rates on commercial loans.. t3.60 f2 .46 t2.54
Treasury securities

Maturing June (yield)......................... 0 . 1 0 0.25 0.03
Maturing September (yield)............... 0 .49 1.14 0.45
Maturing December (yield)............... 0.31 1.67 0.62

Average rate on latest Treasury bill
sales— 91 day issu e .............................. 0 .99 0.72 0.57

182 day issue............................. 0.62
Federal Reserve Bank of New York re

discount rate.......................................... 2 ^ 2 I X
Federal Reserve Bank of New York

buying rate for 90 day indorsed bills. 1 X X

* Bid ** Nominal f  Average rate of leading banks at middle of month

During the four weeks ended February 21, the total 
loans and investments of the principal New York City 
banks increased more than $500,000,000 to the highest 
level since the banking crisis of a year ago. As usual a 
substantial proportion of the new Government securities 
was sold in New York, and purchases by the New York 
banks for their own account were reflected in an increase 
of about $350,000,000 in their holdings of Government 
securities. There was also an increase of $123,000,000 in 
the security loans of these banks, and an increase of 
$41,000,000 in other loans. Net demand and time de
posits showed comparatively little change, but Govern
ment deposits increased $533,000,000.

In the other 90 cities throughout the country which 
are represented in the weekly member bank reports, the 
total loans and investments of the reporting banks in
creased $571,000,000. Government security holdings 
increased more than $600,000,000, but there was a 
further small reduction in loans other than security 
loans. Net demand deposits in these banks increased 
$124,000,000 during the four week period; time deposits 
increased slightly; and Government deposits increased 
$515,000,000.

Bill Market
During the first half of February the bill market was 

extremely quiet; offerings of bills slightly exceeded 
dealers’ sales and their portfolios tended to increase 
somewhat although still remaining of limited propor
tions. After the middle of the month, when excess re
serves of the New York banks began to mount as a result 
of the gold import movement, the investment demand for 
bills increased and in the last week of February was very 
active. As a consequence, dealers’ portfolios of bills at 
the end of February dropped to a small amount. 
Throughout the month comparatively few bills came into 
the discount market from accepting and discounting 
banks, and no change was made in open market offering 
rates which have remained since the end of December at 
y 2 per cent for unindorsed bills up to 90 day maturity,

%  per cent for 4 month bills, and %  Per cent for 5 and 6 
month maturities. The bill portfolio of the Federal 
Reserve Banks declined from $111,000,000 on January 31 
to $75,000,000 on February 21 and continued to decline 
in the following week, due to the maturing of bills ac
quired in November and December.

At the end of January, the volume of dollar accept
ances outstanding was $771,000,000, or $7,000,000 more 
than at the end of December, reflecting a rise in export 
bills to the highest level since November 1931, partly 
offset by declines in import bills and in bills based 
on goods stored in or shipped between foreign countries. 
During January, accepting banks and bankers increased 
their holdings of bills by $125,000,000 to $567,000,000, 
which is 73.5 per cent of the amount outstanding.

Commercial Paper Market
Little change in conditions in the commercial paper 

market occurred during February. Throughout the 
month the investment demand for paper exceeded the 
amount which dealers were able to secure from com
mercial and industrial concerns and to offer in the mar
ket. The prevailing rate for prime commercial paper 
of 4 to 6 month maturity remained at l ^ - l ^  per cent. 
Investment demand was largely centered on paper 
maturing within 4 months and for this maturity the 
rate was chiefly 1*4 per cent. The quantity of 5 and
6 month paper in the market was small and for these 
maturities the rate was usually 1%  per cent. Some paper 
not exceeding ninety day maturity was also moved at
1 per cent during the month.

At the end of January, the total amount of outstand
ing commercial paper reported by dealers was $108,000,- 
000, as compared with $109,000,000 at the end of Decem
ber. January outstandings were 28 per cent larger than 
a year ago, the largest year to year increase since 
November 1930.

Foreign Exchange

The immediate effect on the foreign exchange market 
of the devaluation of the dollar on January 31 was a 
sharp advance in all currencies against the dollar. The 
French franc rose to 6.421/4 cents, indicating an ex
change value of the dollar 39.00 per cent below its old 
parity, as compared with a reduction of 40.94 per cent 
in the gold value of the dollar set by the President’s 
proclamation on that day. In the next few days, how
ever, the dollar instead of declining further to its new 
parity, actually advanced against the French franc which 
declined to 6.18% cents on February 5, as compared 
with the new par of 6.63 cents. A  reversal of this 
downward movement of the franc followed immediately 
accompanying heavy sales of gold abroad for shipment 
to the United States, and throughout the remainder of 
the month French exchange climbed gradually, until 
dollar-franc exchange was close to its new parity, and 
the discount on the dollar from its old parity in foreign 
exchange markets closely approached the reduction in the 
gold value of the dollar in the United States, as the 
accompanying diagram indicates.

The new gold import point from France is estimated 
in the vicinity of 6.59 cents, so that during most of Feb-
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PER CENT

Discount on the Dollar from Old Parity with the French Franc, 
Showing New Parity Established on January 31

ruary shipments of gold to the United States for sale to 
the Treasury at the new purchase price of $35 per fine 
ounce were profitable, but near the end of the month the 
profit on gold shipments was largely eliminated. The 
course of the Dutch and Swiss exchanges closely paral
leled that of the French currency, and substantial 
amounts of gold were also imported to the United States 
from these countries.

Sterling advanced to $5.03% immediately following 
devaluation of the dollar but thereafter declined to $4.88 
on February 2, the lowest since November 4, 1933. Sub
sequently, the pound strengthened to $5.13% on the 19th, 
and fluctuated between $5.05 and $5.09% during the 
final week of February. Throughout the month, the 
London price for gold and sterling quotations made it 
profitable to secure gold in the open market for shipment 
to the United States, The Scandinavian currencies, the 
Japanese yen, and the Argentine peso tended to follow 
sterling. The Italian lira, which during the first half of 
the month moved with the currencies of other gold bloc 
countries, weakened during the last half of February.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Feb. 28, 1933 Jan. 31, 1934 Feb. 28, 1934

Belgium............................. $ .2354 $ .1408 $ .2225 $ .2330
Denmark........................... .4537 .1532 .2235 .2267
England............................ 8.2397 3.4213 4.9900 5.0650
France................................ .0663 .03949 .06280 .06575
Germany........................... .4033 .2389 .3795 .3960
Holland............................. .6806 .4048 .6415 .6718
Ita ly ................................... .0891 .0512 .0838 .0857
Norway............................. .4537 .1758 .2515 .2550
Spain.................................. .3267 .0834 .1290 .1357
Sweden.............................. .4537 .1818 .2580 .2615
Switzerland....................... .3267 .1954 .3100 .3225

Canada.............................. 1.6931 .8363 .9919 .9938
Argentina.......................... .7187 .5865 .3327 .3377
Brazil.................................. .2026 .0763 .0850 .0863
Uruguay............................ 1.7511 .4750 .7800 .7900

Japan.................................. .8440 .2063 .2970 .2995
India.................................. .6180 .2590 .3770 .3825
Shanghai........................... .2913 .3400 .3506

G old M ovem en t
Following the approval by the President of the Gold 

Reserve Act of 1934 on January 30, all metallic gold

owned by the Federal Reserve Banks was taken over by 
the Treasury. Accompanying the reduction of the weight 
of the gold dollar from 25.8 grains to 15 5/21 grains of 
gold nine-tenths fine by Presidential proclamation at 
3:10 P.M. on January 31, the price of gold was raised 
from $20.67 to $35.00 per fine ounce, and the dollar 
value of the monetary gold stock of the United States, 
which before devaluation of the dollar had been 
$4,035,000,000 exclusive of United States gold coin still 
reported as in circulation, which is no longer treated 
as part of the country’s monetary gold stock, became 
$7,030,000,000 following devaluation. This increase in 
the dollar value of the gold stock, which is shown in 
the accompanying diagram, represented chiefly the en
hanced value of gold due to devaluation, but reflected also 
the inclusion in the monetary gold stock of gold which 
had previously been acquired at home and abroad by the 
Reconstruction Finance Corporation and the Treasury.

The further sizable increase in the monetary gold 
stock which is shown for February represented chiefly 
imports of gold purchased abroad by commercial and 
private banks to take advantage of the Treasury’s new 
purchase price for gold. These imports during the course 
of the month totaled $381,000,000, comprising $213,- 
000,000 from England, $93,000,000 from France, $53,- 
000,000 from Holland, $12,000,000 from Canada, 
$5,000,000 from Switzerland, and $5,000,000 from Mex
ico. In addition, the monetary gold stock of the United 
States was also increased $8,600,000 by releases of gold 
from the earmark accounts of foreign correspondents. 
Gold held under earmark for foreign account declined 
an additional $61,700,000, due to releases of gold in New 
York against gold delivered abroad which had been 
previously acquired and included in the monetary gold 
stock. Likewise, there were imports of $17,500,000 from 
France which were without effect on the monetary gold 
stock, since this gold had already been included in the 
gold stock of the United States, and there was also an 
import of $1,660,000 from Colombia which was immedi
ately earmarked.

B IL L IO N S
OF D O L LA R S

Dollar Value of the Monetary Gold Stock of the United States
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On February 9 the Bank of France raised its discount 
rate from 2%  to 3 per cent, following some reduction 
in its gold reserve. This is the first change since October 
10, 1931 when the rate was raised from 2 to 2%  per cent. 
Also on February 9 the National Bank of Yugoslavia 
lowered its discount rate from l 1/^ to 7 per cent. The 
previous rate had been in force since June 20, 1931.

Security M arkets
The bond market continued active during February 

and prices of domestic corporation bonds advanced 
further to new highs since before the rapid decline which 
began in September 1931 and continued down to June 
of 1932. Toward the end of the month, however, a 
moderate reaction occurred. Trading in bonds on the 
New York Stock Exchange on several days in the first 
part of February was at or near record proportions, 
but tended to diminish somewhat as the month pro
gressed.

The advance in domestic corporation bond averages 
amounted to about 3 points by the end of the third week 
of February, and at that time certain of the averages 
composed largely of the highest grade issues were at 
levels which compared favorably with those prevailing 
from 1929 through the first half of 1931. Averages con
taining a larger proportion of the medium or lower grade 
issues showed even more substantial advances, but were 
still some distance below the 1929-1930 level. The com
parative movements of different grades of bonds are in
dicated in a general way by the accompanying diagram; 
this shows the movements over the past five years of two 
bond averages— the New York News Bureau average, 
which rates rather high as to general quality of the com
ponent issues, and the New York Times bond average, 
which contains a larger proportion of the lower grade 
issues. It may be noted, however, that substitutions 
of issues in the various bond averages have tended to 
maintain to some extent the average grade of bond in
cluded, and that lists of identical issues dating back 
through 1929 would not now be quite as close to the pre
depression price levels as are the current bond averages.

C e n t r a l  B a n k  R a t e  C h a n g e s United States Government bonds advanced further in 
the opening days of February, and after declining 
slightly for a few days resumed the advance and reached 
the highest level since the beginning of November. In 
Treasury bond issues, there was an average rise of nearly
1 point for February, and Liberty’s rose about %  point, 
but in the closing days of the month there was a slight 
decline accompanying the general reaction in the security 
markets. Foreign bonds also tended irregularly higher 
in February.

Stock prices, unlike bond prices, showed no further net 
gain during February, but rather a small decline. The 
devaluation of the dollar on January 31 was followed by 
a strong and active stock market for a few days, during 
which the general level of stock prices approached the 
highs of last July, but this advance was lost soon after
ward. A  subsequent slight recovery and renewed decline 
left the general level of stock prices near the end of 
February somewhat below the final quotations for 
January.

N ew  Financing

During February, accompanying a strong bond mar
ket, there was some indication of a beginning of new 
corporate financing. On February 8, announcement was 
made by the Federal Trade Commission that the 
American Water Works and Electric Company had filed 
for registration a proposed $15,000,000 issue of 5 per 
cent 10 year collateral trust bonds and 2,500,000 shares 
of no par common stock, the proceeds of which are to 
be used to retire a maturing bond issue on April 1 and 
for general corporate purposes. This is the first public 
utility issue of any material size to be filed for registra
tion since the Securities Act of 1933 went into effect 
last July.

Later in the month, the New York Central Railroad 
Company, whose security issues are under the jurisdic
tion of the Interstate Commerce Commission, rather than 
the Federal Trade Commission, announced an issue of 
$59,911,000 of 10 year 6 per cent convertible bonds, in 
connection with plans to meet its 1934 maturities, of 
which about $48,000,000 come due on May 1. These 
bonds are to be offered first to present stockholders, 
but in addition, the financing has been underwritten by 
a banking group and to some extent by the Reconstruc
tion Finance Corporation. Advance quotations on the 
new bonds indicate a favorable reception to the issue. 
These two refunding operations constitute important 
steps toward providing for this year’s corporate bond 
maturities, which are estimated to total between 
$900,000,000 and $1,000,000,000, roughly the same 
amount as in each of the past four years.

New securities actually offered for purchase by the 
public in February remained small, however, being lim
ited to about $60,000,000 of State and municipal financ
ing, composed of nearly 50 issues. This is exclusive of 
United States Government financing which aggregated 
$1,323,000,000 during the month, of which $1,012,000,000 
represented new funds and $311,000,000 the replacement 
of maturing Treasury bills. The bulk of the new money 
was raised through two Treasury note issues dated Feb
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ruary 19— $418,000,000 of 2y 2 per cent notes due Decem
ber 15, 1935, and $429,000,000 of 3 per cent notes due 
February 15, 1937. Subscriptions to these note issues 
during the one day on which the subscription books were 
open amounted to $3,618,000,000. Treasury bill issues 
put out in February included $275,000,000 of 91 day 
bills and $200,000,000 of 182 day bills, the latter an 
innovation in United States Treasury financing. Pro
vision was made whereby payment for the 182 day bills 
could be made by qualified depositaries by crediting the 
account of the Treasury for bills received for the depos
itary banks’ own account and for the account of cus
tomers. Rates on the 182 day bills sold by the Treasury 
declined from 0.94 per cent on the first issue to 0.62 
per cent on the last issue of the month, and rates on 
the three month bills declined from 0.66 to 0.57 per cent.

Com m odity Prices
Commodity prices continued to advance during the 

first half of February, and, as indicated by the accom
panying diagram, the wholesale price index of the 
Bureau of Labor Statistics reached a level 24 per cent 
above the low point of March 4, 1933. The figure at
tained on February 17 was the highest since the early 
months of 1931 and indicated a recovery of between 35 
and 40 per cent of the 1929-1933 decline.

Prices of farm products rose steadily up to the middle 
of February, and in general reached a level only 1 per 
cent below that of last July, as the diagram shows, and 
other groups of the index which are largely influenced 
by raw material prices either exceeded or were close to 
the 1933 peak levels. The price index for metals and 
metal products, in which the rise was much more gradual 
in 1933, has held around the high point reached in Janu
ary, and other groups which reflect chiefly the movement 
of prices of semi-manufactured or finished goods ap
proached or exceeded their previous highs in the early 
part of February.

Among individual commodities, the outstanding rise 
was cotton which advanced to 12.65 cents a pound at 
New York, the highest level reached since 1930. Scrap 
steel during the course of the month rose further to 
$14.75 a ton, and gains occurred also in silver, tin, rub-

PER CENT

Bureau of Labor Statistics Weekly Price Indexes for All
Commodities, Metals and Metal Products, and Farm

Products (1926 average=100 per cent)

ber, sugar, corn, hogs, and steers. Toward the close of 
the month, however, a reactionary tendency was appar
ent in a number of commodities, and declines from the 
highest levels reached during the month occurred in 
wheat, sugar, hogs, corn, cotton, silk, and rubber. Prices 
of hides and copper were lower for the month as a 
whole. Reflecting these declines the Bureau of Labor 
Statistics weekly index was slightly lower for the week 
ended February 24. The largest reduction occurred in 
farm products, and other declines were largely confined 
to the raw material groups, while those groups princi
pally affected by semi-manufactured and finished goods 
prices were steady.

Em ploym ent
A  further seasonal decrease in private employment 

occurred during the period from the middle of December 
to the middle of January. The principal factor account
ing for this decline was the removal from the payrolls of 
department and other general merchandise stores of a 
considerable number of workers who had been employed 
on a temporary basis for the Christmas trade. Employ
ment on private construction projects was also reduced 
seasonally, and factory working forces showed about the 
customary recession. A  large increase in employment 
occurred at automobile factories, but moderate decreases 
in working forces were fairly general in other principal 
manufacturing lines.

The reduction in private employment during this 
period was exceeded, however, by a further increase in 
the number of workers provided with temporary relief 
jobs through the Civil Works Administration, so that the 
number of workers without employment of any sort at 
the middle of January was smaller than a month earlier. 
By the middle of January the original quota of 4,000,000 
C.W.A. jobs had been filled. In February the number of 
workers obtaining relief employment was considerably 
reduced, but this decline in public employment was prob
ably offset at least in part by an increase in factory work
ing forces, accompanying the expansion of industrial 
operations in February. During the coming months in
creased private employment in outdoor activities, such 
as farming and building and road construction should 
offset to some extent the prospective curtailment of 
C.W.A. activities.

The extent of the increase in working forces during
1933, which resulted from the rise in industrial activity 
and the spreading of work through the reduction in the 
length of the average working week under the program 
of the National Recovery Administration, is shown in 
the following diagram for manufacturing industries 
as a whole and for four of the principal manufacturing 
lines. Increased employment in the food industry ap
pears to have been due largely to the second factor, as 
most of the advance occurred during the period from 
July to September, when industrial codes were being put 
into effect. In the textile and automobile industries large 
increases in employment were shown from March to July 
in connection with the marked expansion of output in 
these industries, and the subsequent reductions in work
ing forces were less than in output, due to restrictions on 
working hours. During December and January employ
ment at automobile factories rose further accompanying
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PER CENT

Indexes of Total Factory Em ploym ent and of Important Groups 
(Federal Reserve Board seasonally adjusted indexes 

converted to a 1928 base)

the introduction of new models. The increase in working 
forces in the machinery industries reflects in part in
creased demand for 'machine tools on the part of automo
bile producers and a growth in the sales of farm imple
ment manufacturers which has been associated with the 
advance in agricultural income, as well as the spreading 
of work under the National Recovery program.

Foreign Trade
The dollar value of merchandise exports from the 

United States in January was 42 per cent larger than a 
year previous, and imports showed an increase of 41 
per cent. The increase in exports was somewhat less 
than in December, while the increase in imports was 
somewhat larger. Compared with December, January 
exports showed an unseasonal decline, and imports in
creased by less than the usual seasonal amount.

Available statistics concerning the foreign merchandise 
trade of leading commercial countries show some inter
esting comparisons between 1933 and 1929 which are 
summarized in the accompanying table. For the United 
States, the combined value of export and import trade 
during 1933 expressed in dollars was about one-third 
that of 1929, a slightly larger reduction than is indicated 
for any of the other principal countries. In Germany 
and Italy the 1933 percentages of 1929 trade were only 
a little larger than in the United States, but in France
1933 trade was 43 per cent of the 1929 amount, and, 
expressed in sterling and yen, respectively, 1933 for
eign trade in the United Kingdom was over 50 per cent 
and in Japan 87 per cent of the 1929 value.

Total Foreign Trade (Exports and Imports)
1933 Values Expressed as Percentages of 1929 Values

In Own Currency In Gold Dollars

United States.............................. 32 25
G erm any............................... 34 34
Ita ly ............................................. 36 36
France.......................................... 43 43
United K ingdom ....................... 54 37
Japan ........................................... 87 38
73 Countries C om bined........... 35

Comparisons of foreign trade values, expressed in 
terms of gold dollars, as calculated by the League of

Nations, rather than in the currencies of the various 
countries, make a very different showing, however, as 
the second column of the table indicates. On a gold basis, 
the foreign trade of 73 countries in 1933 amounted to 
35 per cent of the 1929 value. For the United States the
1933 foreign trade reduced to a gold basis was 25 per 
cent of 1929; for Japan 38 per cent; and for several 
other principal countries the percentages of 1929 trade 
were considerably smaller on a gold basis than on the 
basis of their own currencies.

For the United States and Japan, exports declined at 
about the same rate as imports; in the case of Germany 
and Italy there was a much larger contraction of im
ports than exports, with the result that the trade 
balances of these countries improved. France and the 
United Kingdom, on the other hand, had larger re
ductions in exports than in imports.
Building

Total building and engineering contracts awarded in 
37 States declined about 10 per cent from December 
to January, and this bank’s seasonally adjusted index, 
of building contracts receded 7 points to 47 per cent of 
the long term trend. With the exception of December, 
however, the index remained higher than in any month 
since October 1931, and was far above the low point 
reached in April 1933 when the index declined to 11. 
Contracts for publicly financed building increased 
slightly from December to, January, while privately 
financed construction showed a decline which was partly 
seasonal. Compared with a year ago, the January total 
was more than twice as large; publicly financed projects 
were up from $39,000,000 to $157^000,000, but privately 
financed construction was reduced from $44,000,000 to 
$30,000,000.

During the first three weeks of February, total awards 
of building and engineering contracts declined consider
ably further. Residential building increased somewhat 
in keeping with the usual seasonal tendency, but con
tracts for public works and utilities and other non
residential work were sharply reduced.

An analysis of allotments for construction under the 
Public Works Administration, made by the F. W . Dodge 
Corporation, indicates that expenditures are not being 
limited to public works projects alone, but include sub
stantial amounts for educational, public, social, recrea
tional, and residential buildings and for hospitals, insti
tutions, and public utilities, in addition to the large 
amounts being expended for highways, streets, roads, 
and other projects which are generally included in the 
public works category.

W orld  Production of Basic Com m odities in 1933
Preliminary data for 1933 have just been compiled 

bringing up to date this bank’s index of the world pro
duction of basic commodities, which at the present time 
is composed of 30 leading commodities. It appears that 
total basic production in 1933 averaged about 1 y 2 per 
cent less than in the previous year and about 17 per cent 
less than in 1929, and, as is indicated in the accompany
ing diagram, the 1933 level was the lowest since 1924. 
The further decline in total output during 1933 was due 
entirely to a reduction of about 5 per cent in crop pro-
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PER CENT

Indexes of World Production of Basic Commodities (1933
preliminary; plotted on ratio scale to show 

proportionate changes)

duction which prior to 1933 had shown little reduction from the 1929 level. The index of crop output includes such commodities as cotton, wool, rubber, silk, and tobacco in addition to food crops, but it was the food crops which caused the drop in the index for 1933. Production of minerals and metals showed a recovery of about 11 per cent over 1932. This upturn followed a decline of 44 per cent between 1929 and 1932, and represented a recovery of about one-seventh of the preceding decline.
Indexes of Business A ctiv ity

General business activity during the first half of February appears to have maintained or exceeded the previous month’s level. An indication of the course of retail distribution was given by department store sales in the New York Metropolitan area, which increased more over the previous month than is usual for the time of year, and showed a larger increase over a year ago than has been shown in recent months. In addition, the railroad movement of merchandise and miscellaneous freight showed at least the usual seasonal increase, and the movement of bulk commodities rose considerably, owing in part to an increase in coal shipments induced by unusually cold weather.During January, a continued moderate improvement in business activity and trade was indicated by this bank’s seasonally adjusted indexes. Advances occurred in the indexes of railway freight traffic and life insurance sales, business failures increased less than usually, and the indexes of the volume of check payments were little changed. In retail distribution, department store trade showed about the usual post-Christmas recession, but increases were indicated after: seasonal allowance in the sales of mail order houses and chain stores other than grocery chains.In comparison with a year ago the increase in retail trade has been much more marked in agricultural regions than in urban and industrial districts. The largest rise in department store sales has occurred in the South and Middle West, while in the industrial Northeast the recovery has been comparatively moderate. The preceding decline in sales from 1929 to 1933 was approximately

uniform throughout the country. A compilation of retail sales of representative concerns operating in farming regions, prepared by the Department of Commerce, has also shown a more pronounced recovery in agricultural areas than in urban districts. The sales of this group of concerns in January were 45 per cent larger than in the corresponding period a year ago, whereas for representative department stores throughout the United States the gain was only 14 per cent.
(Adjusted for seasonal variations, for usual year to year growth, 

and where necessary for price changes)

1933 1934

Jan. Nov. Dec. Jan.

Primary Distribution
Car loadings, merchandise and misc....... 55 56 59 61
Car loadings, other................................... 50 57 58 60

44 53 60 p 52p
54 59 63 p 57 p

Waterways traffic...................................... 47 55 60
Wholesale trade......................................... 82 78 99 93

Distribution to Consumer
Department stores sales, U. S.................. 69 65 70 69p
Department store sales, 2nd Dist. r ........ 74r 69r 72 r 70r
Chain grocery sales................................... 62 51 52 50
Other chain store sales............................. 77 70 73 80
Mail order house sales.............................. 65 63 61 70
Advertising................................................ 51 58 56 54
Gasoline consumption............................... 80 72 69
Passenger automobile registrations......... 38 49 36 p

General Business Activity
Bank debits, outside New York City.. . . 58 55 58 57 p
Bank debits, New York City.................. 50 43 42 4 bp
Velocity of demand deposits, outside

New York City..................................... 73 72 72 72
Velocity of demand deposits, New York

City........................................................ 44 51 50 53
Shares sold on N. Y. Stock Exchange. . . 49 75 86 133
Life insurance paid for............................. 80 73 67 73
Employment in the United States.......... 61 74 73 73
Business failures........................................ 95 59 47 42
Building contracts..................................... 25 42 54 47
New corporations formed in N. Y. State. 81 69 63 65
Real estate transfers................................. 52 52 54

General price level*................................... 127 133 132p 133p
Composite index of wages*...................... 173 178 177 p 179p
Cost of living*........................................... 130 136 135 136

p Preliminary r Revised * 1913 average=100

Production
Industrial activity increased further during February in continuation of the upward movement of the two preceding months. The ratio of operations to capacity in the steel industry rose from an average of 34 per cent in January to about 47 per cent in the latter part of February. This expansion of output, which was considerably in excess of the usual seasonal proportions, accompanied increased demand for steel on the part of the automobile and miscellaneous steel consuming industries. In addition, orders recently placed by the railroads for rails, freight cars, and locomotives, which have been financed largely by the Public Works Administration, should tend to sustain the demand for steel in coming months. Automobile output continued to rise more than seasonally, the activity of cotton mills expanded further, and production of bituminous coal was stimulated both by weather conditions and by increased industrial requirements for fuel. The output of electric power also showed a gradual increase during February.In January, the seasonally adjusted index of industrial production computed by the Federal Eeserve Board advanced 3 points, following an approximately equal rise in December. Substantial increases occurred in the
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output of the coal, building material, automobile, textile, and tobacco products industries, and in the manufacture of those food products for which data are currently available. The output of steel declined unseasonally, however, following a temporary sharp increase in the previous month, and electric power production showed little change after seasonal adjustment.
(Adjusted for seasonal variations and usual year to year growth)

Metals
Pig iron.............................
Steel ingots.......................
Lead..................................
Zinc**'........................
Tin a._ liveries....................

Automobiles
Passenger cars..................
Motor trucks....................

Fuels
Bituminous coal...............
Anthracite coal................
Coke..................................
Petroleum, crude..............
Petroleum products..........
Electric power..................

Textiles and Leather Products
Cotton consumption........
Wool mill activity............
Silk consumption..............
Rayon deliveries..............
Shoes.................................

Foods and Tobacco Products 
Livestock slaughtered. . . .
Wheat flour.......................
Sugar deliveries................
Tobacco products............

Miscellaneous
Cement..............................
Tires..................................
Lumber.............................
Printing activity..............
Newsprint paper..............

1933

Jan.

19
24
41
36
44

36
50

56
65
40
67
64
64

76
82
70100
90

97
77
76

34
39
28
59

Nov.

37
44
6066
59

18

67
80
5468 66 
64

7886
54
98
92

101
83
6966

36
69
3366
82

Dec.

41
52
59
58
45

21
74

65
75
5668
62
65p

65
75
42

103p
91p

95
82
87
80

30
75
34
66

1934

Jan.

41
45
56

36p
94p

67p
103p

69p

6 5p

78
88p
60

103
92
74p

42

38

76

Percentage change 
from a year ago

Per cent of 
accounts 

outstanding 
December 30

Locality Stock 
on hand

collected in 
January

Net
sales

end of 
month 1933 1934

New York...................................................... +12.6  
+11.4  
+13.0  
+11.2  
+  8.2 
+22.8  
+13.6  
+12.4  
+17.0  
+  6.7

+20.9  
+  2.9 
+  5.0 
— 2.2

50.0 52.0
Buffalo........................................................... 42.6 43.0
Rochester....................................................... 44.3 46 4
Syracuse......................................................... 27.1 30.8

42.2Newark.......................................................... +20.3  
+  3.8 
— 1.9

43.7
Bridgeport..................................................... 34.9 37 1
Elsewhere....................................................... 34.6 32.6

Northern New York State.......................
Southern New York State........................
Hudson River Valley District.................
Capital District......................................... +15.2

All department stores........................... +12.2 +17.0 45.7 46.9
Apparel stores....................................... +14.8 +22.4 47.1 48.4

p Preliminary

D epartm ent Store Trade
During the first half of February, sales of the leading department stores in the Metropolitan area of New York were 15 per cent higher than in the corresponding period of the previous year, and exclusive of the sales of wines and liquors by a number of the stores, the advance amounted.to 11% per cent, the largest increase in recent years.Total January sales of the reporting department stores in this district were 12 per cent higher than a year ago, and excluding liquor sales the increase amounted to 9% per cent. Reduced to an average daily basis to compensate for differences in number of shopping days, the increase over a year ago was about the same as was shown for December. Substantial increases in total sales were reported in all localities, and on an average daily basis, sales in Bridgeport, Northern New York State, and Southern New York State showed the largest increases over a year previous in several years. Sales of the New York, Buffalo, Newark, Rochester, Syracuse, and Hudson River Valley stores also showed substantial gains over a year ago in the daily rate as well as in total volume, and apparel store sales remained well above the level of a year ago. As compared with the corresponding month of 1932, however, department store sales remained considerably smaller in all localities.

W holesale Trade
During January the sales of the reporting wholesale firms averaged 34 per cent higher than a year ago, the largest advance to be reported since the record increases of July and August 1933. Hardware and grocery firms reported the largest year to year increases in sales ever recorded by this bank. In the case of the grocery concerns, liquor sales were partly responsible for the unusually favorable comparison, but the increase of 29% per cent without liquor sales was of about the same proportion as the increases which occurred last July and August. Stationery sales, moreover, were ahead of a year previous by the largest amount in over 4 years, and sales of shoes, paper, cotton goods, and diamonds showed larger increases over a year ago than in any month since last summer. Men’s clothing and jewelry firms reported more favorable year to year comparisons than in December, but the increases were somewhat smaller than in November. In sales of silk goods, which are reported in yardage by the Silk Association of America, the indicated decline from a year previous was the smallest of the past six months. Sales of reporting drug concerns were slightly smaller than a year ago, following a sizable increase in the previous three months.Grocery and hardware firms continued to report substantially larger stocks of merchandise than a year previous, while diamond, silk, and jewelry concerns again reported sizable reductions.

Commodity

Groceries..........
Men’s clothing. 
Cotton goods. .
Silk goods........
Shoes................
Drugs...............
Hardware........
Stationery........
Paper................
Diamonds........
Jewelry............

Weighted average.

Percentage 
change 

January 1934 
compared with 
January 1933

Net

+33.9

Stock 
end of 
month

+46.6 +64.3
+39.7
+45.6
— 11.0* —28.8*
+15.2
— 2.7
+27.8 +26.0
+18.9
+27.3
+40.4 —23.7
+31.2 —29.7

Per cent of 
accounts 

outstanding 
December 30 
collected in 

January

1933

54.6

1934

79.8 96.4
32.7 40.9
31.4 36.6
66.2 57.9

43'.0 39‘.7
56.4 51.4
41.4 49.1
36.0 } 49.2

62.2

* Quantity figures reported by the Silk Association of America; not included
in weighted average for total wholesale trade.

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

March 1, 1934



FEDERAL RESERVE BANK OF NEW YORK
MONTHLY REVIEW, MARCH 1, 1934

Index N um ber of Production of M anufactures 
and M inerals Combined, Adjusted for Sea
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per cent)

Value of Construction Contracts Awarded (Three  
m onth m oving averages of F . W . D odge Cor

poration data for 37  Eastern States, adjusted  
for seasonal variation)

Group Price Indexes of Bureau of Labor 
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Business Conditions in the United States
(Summarized by the Federal Eeserve Board)

V OLUME of industrial production increased by more than the usual seasonal 
amount in January and the early part of February. The general level of 

wholesale commodity prices, after showing relatively little change during the 
last five months of 1933, advanced considerably after the turn of the year.

P ro d u ctio n  a n d  E m p l o y m e n t

Output of factories and mines, as measured by the Federal Reserve Board’s 
seasonally adjusted index of industrial production, advanced from 75 per cent 
of the 1923-1925 average in December to 78 per cent in January. This 
compares with a recent low level of 72 per cent in November and a level of 65 
per cent in January 1933. The January advance reflected chiefly increases of 
more than the usual seasonal amount in the textile, meat packing, automobile, 
and anthracite coal industries. Activity at cotton mills, which had reached an 
unusually high level in the summer of 1933 and had declined sharply in the 
latter part of the year, showed a substantial increase in January. Output of 
automobiles also increased by more than the usual seasonal amount, while 
activity in the steel industry showed little change, following a non-seasonal 
increase in December. In the first half of February there was a further 
growth in output at automobile factories and activity at steel mills showed a 
substantial increase.

Factory payrolls, which usually decline considerably at this season, showed 
little change between the middle of December and the middle of January, while 
factory employment declined by about the usual seasonal amount. There were 
substantial increases in employment and payrolls in the automobile, hardware, 
shoe, and women’s clothing industries, while decreases, partly of a seasonal 
character, were reported for the hosiery, tobacco, furniture, and lumber 
industries.

Value of construction contracts, as reported by the F. W. Dodge Corpora
tion, showed a decline in January and the first half of February, following a 
substantial increase in the latter part of 1933. As in other recent months, 
public works made up a large part of the total.

D is t r ib u t io n

Freight traffic increased in January by more than the usual seasonal 
amount, reflecting larger shipments of coal and merchandise. Sales by depart
ment stores showed the usual seasonal decline after the holiday trade.

D o llar  E x c h a n g e

The foreign exchange value of the dollar in relation to gold currencies, 
which in January had fluctuated around 63 per cent of par, declined after 
January 31 to slightly above its new parity of 59.06 per cent.

P r ic es

Wholesale commodity prices showed a general increase between the third 
week of December and the third week of February and the weekly index of the 
Bureau of Labor Statistics advanced from 70.4 per cent of the 1926 average to 
73.7 per cent. There were substantial increases in livestock prices; wool con
tinued to advance and cotton reached a level higher than at any other time 
since 1930. Scrap steel advanced to about the level prevailing in the summer 
of 1933.

B a n k  Credit

As a consequence of the reduction on January 31 of the weight of the 
gold dollar, together with subsequent imports of gold from abroad, the dollar 
amount of the country’s stock of monetary gold increased from $4,035,000,000 
on January 17 to $7,089,000,000 on February 14. About $3,000,000,000 of this 
increase was reflected in a growth of the cash held by the Treasury, which 
includes gold bullion.

Notwithstanding a further reduction in discounts for member banks and 
in acceptance holdings of the Reserve Banks, member bank reserve balances 
increased moderately during this period, reflecting gold imports, a return of 
currency from circulation, and a reduction in United States Government 
deposits with the Reserve Banks. In the middle of February these balances 
were more than $900,000,000 above legal reserve requirements.

At reporting member banks there was a growth between January 17 and 
February 14 of more than $600,000,000 in holdings of United States Govern
ment securities and of more than $500,000,000 in United States Government 
deposits, reflecting Treasury financing. Loans on securities and all other 
loans increased slightly and bankers* balances showed a substantial growth.

Short term money rates in the open market remained at low levels. On 
February 2, the Federal Reserve Bank of New York reduced its discount rate 
from 2 per cent to 1 ^  per cent and during the succeeding two weeks reductions 
of % per cent were made at the Federal Reserve banks of Cleveland, Boston, 
St. Louis, Dallas, Richmond, Kansas City, Atlanta, and San Francisco.
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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 April 1, 1934

M on ey M arket in M arch

A further large increase in member bank reserves 
occurred during the past month, due chiefly to the con
tinued inflow of gold from other countries and to Gov
ernment expenditures of funds previously accumulated 
in the Treasury. The reserve balances of all member 
banks in the Federal Reserve Banks rose from an 
average of slightly below $3,000,000,000 in the last 
week of February to above $3,450,000,000 at the 
middle of March, and thereafter remained in excess of 
$3,400,000,000. The reserves which member banks are 
required by law to maintain against their deposits are 
estimated to amount in the aggregate to less than 
$2,000,000,000. Consequently, member banks have had 
excess reserves varying from around $1,000,000,000 in 
the last week of February to above $1,400,000,000 dur
ing the latter half of March, an excess of 50 to 70 
per cent.

At New York, where the incoming gold was received, 
excess member bank reserves rose from practically 
nothing at one time in the third week of February to a 
new high level of more than $400,000,000 during most of 
March, an, excess of more than 50 per cent over reserve 
requirements. In Chicago, excess member bank reserves 
were around $200,000,000 in the latter part of March, or 
more than 100 per cent of their required reserves, and in 
all other member banks throughout the country excess 
reserves rose to around $800,000,000, indicating an aver
age excess of about 75 per cent. These widely distributed 
excess reserves are unprecedented in volume and con
stitute a basis for a very large potential expansion of 
bank credit and of bank deposits.

During March the addition to the monetary gold stock 
of the United States, which resulted chiefly from gold 
imports from other countries, amounted to approximately 
$250,000,000, bringing the total increase since the begin
ning of February to about $660,000,000. This is the 
equivalent of about $390,000,000 at the former valua
tion of gold in this country, and is an amount sufficient 
to raise the gold stock of the United States, measured by 
weight rather than by dollar value, to the highest amount 
ever reached in any year except 1931. The dollar value 
of the gold stock at the end of March, reflecting the 
effects of revaluation as well as the recent gold inflow, 
was more than 60 per cent above the high point of 1931, 
and was more than double the highest figure ever reached 
prior to 1922.

A fter the first week of March the gold inflow dimm-

ished in volume, but still continued in moderate amount 
to the end of the month, and some further imports are 
scheduled for the coming weeks. All of the incoming gold 
has been purchased by the United States Assay Office, 
and payment has been made in checks drawn on the 
Treasury’s deposit account in the Federal Reserve Bank 
of New York. When the gold bullion checks are pre
sented for payment by member banks, the proceeds are 
credited tcx their reserve accounts. In order to maintain 
its deposit balance, the Treasury has made deposits in 
the gold certificate account of the Reserve Bank in Wash
ington in exchange for equivalent credits to the Treas
ury’s account in the New York Reserve Bank. Thus the 
gold inflow has substantially increased the reserves both 
of the Federal Reserve Bank and of member banks.

In addition, the Treasury during the past month has 
used a substantial amount of previously accumulated 
free gold for the purpose of meeting current Government 
expenditures. Prior to March the Treasury had accumu
lated approximately $300,000,000 of free gold, in addition 
to the proceeds of the revaluation of other gold previously 
held by the Treasury and the Reserve Banks. This 
$300,000,000 included gold purchased by the Reconstruc
tion Finance Corporation and the Treasury at home and 
abroad during recent months, and also gold which had 
been released gradually over several months by the retire
ment of gold certificates which were sent in to the Treas-

Excess Reserves Held by New York City and Other Member
Banks (Figures for banks outside New York partly estimated)
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nry for redemption. The use of a considerable amount of 
this gold made it unnecessary for the Treasury to draw 
on its balances in depositary banks to meet Government 
expenditures during the early part of March, and like 
gold imports, had the effect of strengthening further the 
reserve position of the Federal Reserve Banks, and of 
increasing further the excess reserves of member banks.

In the latter part of March the collection of first 
quarter income tax payments on 1933 income caused 
temporary withdrawals of funds from the commercial 
banks, but the effect of these tax collections was soon off
set by Government expenditures. Near the end of March 
the Treasury resumed withdrawals of funds from its 
large balances in depositary banks in order to meet Gov
ernment disbursements.

M o n e y  R a t es

Reflecting the further large accumulation of excess 
reserves in New York and elsewhere, rates for open mar
ket loans, and yields on short term investments in the 
New York money market declined still further in March. 
Short term Government securities especially were in 
heavy demand, and yields on securities maturing within 
6 months declined almost to the vanishing point. Rates 
for bankers acceptances showed an accompanying reduc
tion from y2 per cent to per cent for 90 day unin
dorsed bills, which compares with a quotation of 2 per 
cent a year ago. Rates on prime open market commerical 
paper of 4 to 6 month maturity were also reduced per 
cent to 1 and l 1/^ per cent at the end of March, which 
compared with quotations of 2%  to 3*4 per cent a year 
ago. In general, short term money rates at the end of 
March were at the lowest levels on record.

Money ̂ Rates at New York

Mar. 31, 1933 Feb. 28, 1934 Mar. 29, 1934

Stock Exchange call loans..................... 3 1 1
Stock Exchange 90 day loans............... 2 * x - l *H-1
Prime commercial paper—4 to 6 month 2M-3M 1M-1M l - l  X
Bills—90 day unindorsed.......................
Customers’ rates on commercial loans..

2 K M
f4 .79 f2.25r t2.31

Treasury securities
No yieldMaturing June (yield)....................... No yield 0.03

Maturing September (yield).............. 0.83 0.45 No yield
Maturing December (yield).............. 0.75 0.62 0.11

Average rate on latest Treasury bill
0.08sales—91 day issue............................. 1.72 0.57

182 day issue............................. 0.62 0.19
Federal Reserve Bank of New York re

discount rate....................................... 3 X IX IX
Federal Reserve Bank of New York

buying rate for 90 day indorsed bills 2 X X

* Nominal f  Average rate of leading banks at middle of month r Revised

M em ber B a n k  C red it  
The volume of member bank credit on the whole showed 

comparatively little change during the four weeks ended 
March 21, as some reduction in the last week of February 
was followed by a gradual increase during March. In 
the principal New York City banks, total loans and in
vestments showed a net increase of about $100,000,000, 
due to a further increase of nearly $165,000,000 in the 
Government security holdings of the reporting banks 
which carried such holdings to a new high level, despite 
the fact that there was no net increase during the month 
in the volume of Government securities outstanding. 
Other security holdings showed an increase of approxi

mately $90,000,000 for the four week period, which 
probably represented in part funds advanced to the City 
of New York, and in part investments in Reconstruction 
Finance Corporation notes of the proceeds of new capital 
obtained from the Corporation. Security loans showed a 
net reduction of $82,000,000, and other loans declined 
$70,000,000. The decline in the latter group of loans 
probably represented in part the repayment of temporary 
loans made in February against gold which was in 
process of being imported to the United States from 
other countries.

For all other weekly reporting member banks through
out the country there was a decline of $78,000,000 in total 
loans and investments during the four weeks ended 
March 21. The Government security holdings of these 
banks showed a reduction of about $100,000,000, follow
ing a very large increase in the preceding month, but 
there was a small increase in other investments and prac
tically no change in the volume of loans, either in loans 
on securities or in other loans.

The net demand deposits of the reporting member 
banks showed a further increase of $477,000,000 to a new 
high level since 1931. Nearly $370,000,000 of this in
crease was in New York City and included an increase of 
about $195,000,000 in the balances of out-of-town banks 
with their New York City correspondents. There was 
also an increase in other deposit accounts, however, which 
amounted to about $175,000,000 in New York and 
$108,000,000 in the 90 other cities covered by the weekly 
reports.

B il l  M a r k e t

Following a continued strong investment demand for 
bills during the first week of March and a decline in 
yields on short term Government securities, bill dealers 
reduced their rates by ^  per cent on March 8. The 
offering rate became ^  per cent for maturities up to 
90 days, %  per cent for 4 month bills, and %  per cent 
for 5 and 6 month bills; these rates are as low as have 
ever been quoted in the American bill market. The 
reduction in rates had little effect on the supply of new 
bills coming into the market or on the investment de
mand, and consequently dealers’ portfolios remained 
small. Throughout the month, accepting and discount
ing banks were disposed to withhold bills from the 
market in view of their strong reserve position, and at 
the same time they were anxious to make additional in
vestments in bills. The turnover of bills in the market 
represented largely purchases and sales by banks for the 
purpose of maintaining diversification in their holdings. 
Federal Reserve bill holdings declined about $30,000,000 
further in March as a result of maturities.

The total volume of bankers bills outstanding at the 
end of February was $750,000,000, as compared with 
$771,000,000 at the end of January and $704,000,000 in 
February 1933. The decline from January to February 
was the result of a decrease in the volume of export bills, 
which had shown a sizable increase in January, and a 
decline in domestic warehouse bills, offset in part by a 
rise in import bills and bills based on goods stored in or 
shipped between foreign countries. Despite the February 
decline in bills outstanding, the volume of bills held by 
the accepting institutions increased $14,000,000 further
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to $581,000,000, or 77% per cent of the amount out
standing.

C o m m e r c ia l  P aper  M a r k e t

The prevailing rate for open market commercial paper 
showed a gradually declining tendency during March, 
coincident with ease in other divisions of the money 
market. The month began with prime names of 4-6 
month maturity offered at 1%  and 1%  per cent, but 
shortly afterward sales at the lower rate increased and 
the 1%  per cent rate was dropped from the prevailing 
range. Around mid-month, there was a further decline 
to a range of 1-1% per cent which is a new low level for 
this type of borrowing. Some high grade paper of 90 day 
maturity was sold in the second half of the month at 
%  per cent. With bank reserves largely in excess of the 
required amounts, investment demand for commercial 
paper on the part of the banks continued very active 
during March, and dealers generally reported insufficient 
supplies of new paper to fill orders.

At the close of February, there was $117,000,000 of 
commercial paper outstanding, according to reports of 
dealers. This amount was 8 per cent larger than the 
volume a month earlier and 39 per cent in excess of the 
February 1933 amount.

Foreign Exchange
Foreign exchange quotations were steadier during 

March than in any month since March 1933. Sterling 
exchange, as the accompanying diagram shows, rose 
irregularly throughout most of the month, but the range 
of fluctuation was relatively narrow, the daily closing 
rates varying during the month between a low of $5.06% 
and a high of $5.12%. The French franc, whose recent 
course also appears in the diagram, remained practically 
unchanged from the end of February through March 19 
when the closing quotation was $0.0658. A  sharp upward 
movement then carried French exchange to $0.0660% 
on the 21st, or somewhat above the estimated gold im
port point to the United States, but an equally sudden 
reaction brought the rate down to $0.0657% on the 24th, 
and that level was approximately maintained for the 
rest of the month.

Of the other principal gold currencies, the belga and

Daily Quotations for the Pound Sterling and the French Franc 
at New York (Latest rates are for March 2 8 )

the guilder began to rise toward the end of the second 
week, but Swiss francs failed to gain until the 20th when 
all three exchanges showed movements similar to those 
of the French currency. The reichsmark, after moving 
irregularly upward during the first three weeks of 
March, fell suddenly from $0.3970 to $0.3954 between 
the 17th and 19th, but subsequently rose temporarily to 
$0.3986 and closed on the 28th at $0.3963. Lire, though 
somewhat more irregular, fluctuated in manner similar 
to the French franc, while the Scandinavian currencies 
tended to follow sterling.

The yen fluctuated irregularly between $0.2998 and 
$0.3020 without any well defined trend. Canadian 
exchange made a small net gain for the month.

Closing cable rates at New York

Exchange on
Par of 

Exchange Mar. 31, 1933 Feb. 28, 1934 Mar. 29, 1934

$ .2354 $ .1395 $ .2330 $ .2333
Denmark............................ .4537 .1531 .2267 .2290

8.2397 3.4225 5.0650 5.1288
France................................ .0663 .03928 .06575 .06570
Germany........................... .4033 .2385 .3960 .3963

.6806 .4035 .6718 .6727

.0891 .0513 .0857 .0859
Norway.............................. .4537 .1755 .2550 .2575
Spain.................................. .3267 .0845 .1357 .1363
Sweden.............................. .4537 .1815 .2615 .2646

.3267 .1931 .3225 .3225

1.6931 .8275 .9938 1.0000
Argentina.......................... .7187 .2539 .3377 .3420
Brazil................................. .2026 .0762 .0863 .0865
Uruguay............................ 1.7511 .4775 .7900 .7900

.8440 .2138 .2995 .3020

.6180 .2580 .3825 .3875
.2901 .3506 .3456

* March 31, 1933 quotation for tael; 1934 quotations for new yuan dollar 
created April 6, 1933, with silver content 71.5 per cent of tael.

G old M ovem en t
Gold imports into the United States continued during 

March, though at a slower rate than in February. 
Nevertheless, by the end of March, imports of gold at 
New York by commercial and private banks for sale to 
the Treasury since the first of February had reached 
approximately $610,000,000, of which about $229,- 
000,000 was purchased by the New York Assay Office 
in March and $381,000,000 in February.

The commercial and private bank imports at New 
York during March were composed of $150,000,000 from 
England, $31,700,000 from France, $13,700,000 from 
Holland, $12,500,000 from India, $10,700,000 from 
Canada, $5,300,000 from Switzerland, and $4,700,000 
from Mexico. The effect of these shipments on the 
monetary gold stock of the United States was supple
mented by releases of $1,650,000 of gold previously 
earmarked for foreign banks at the Federal Reserve 
Bank of New York. During March, there were also 
imports of $28,000,000 of gold from France which were 
without effect on the monetary gold stock since this 
represented gold previously acquired abroad and 
included in the gold stock, and there was an import of 
$2,500,000 from Colombia which was immediately 
earmarked.

During February and March, the monetary gold stock 
of this country has risen about $660,000,000, reflecting, 
in addition to the import and release from earmark 
transactions at New York, some gold imports from the
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Orient on the Pacific Coast, return of United States 
gold coin from domestic holders, and the addition of 
newly mined and scrap gold.

Security M arkets
Neither bonds nor stocks showed important changes 

during March in the general level of prices. Trading in 
bonds was moderately large, but in the stock market the 
turnover remained small, averaging about 1,300,000 
shares daily.

United States Government bonds were the strongest 
section of the bond market. In the first week of March, 
Treasury bonds advanced about %  point, and after the 
March 8 announcement that the Treasury’s March 15 
financing would be limited to an issue offered in exchange 
for the maturing issue, Government bond prices ad
vanced further. Treasury bonds showed an additional 
advance of 1 point through March 19, or a total gain of 
i y 2 points from the end of February, and Liberty Loan 
issues rose further for an aggregate gain of %  of a 
point. As a result of this advance together with the 
increases of previous months, average prices of Govern
ment bonds by March 19 had recovered virtually all of 
the ground lost in the sharp decline of last November, 
and the average yield on long term Treasury bonds was 
very close to the previous low point reached just before 
the middle of 1931. After March 19 some irregularity 
developed, but Government bond prices closed the month 
only Ys point below the high point.

Domestic corporation bonds advanced further during 
the first half of March, and the currently available bond 
averages rose about 2 points to new high levels since 
before the September 1931 collapse of bond prices. 
Subsequently, these bond averages lost about 1 point 
but in the last week of the month a slightly firmer 
tendency again was apparent. Although the prices of high 
grade bonds have risen to levels which compare favorably 
with those prevailing in the 1928-1930 period, many 
issues, especially medium grade bonds, still have a con
siderable distance to advance before the 1928-1930 level 
is fully restored. Foreign dollar bonds did not do as 
well as domestic issues in March, for a moderate advance 
early in the month was followed by substantial declines 
which reduced average prices somewhat below those of 
the end of February.

In the stock market, no consistent tendency was evi
dent, but as a result of irregular changes from day to 
day, the general level of prices at the close of the month 
was slightly lower than at the end of February. The 
recent level of about 84 for the Standard Statistics Com
pany daily index of 90 stocks compares with 94 at the 
conclusion of the January advance in prices and with 80 
at the opening of the year.

N ew  Financing

The total of new securities publicly offered during 
March showed a slight increase over the amounts in 
immediately preceding months, but the volume still re
mained small. The principal offerings of the month were 
a $30,000,000 serial bond issue of the Commonwealth of 
Pennsylvania, which was sold at prices to yield 3.045 to 
3.134 per cent, depending upon maturity; a $25,000,000

issue of short term Federal Intermediate Credit Bank 
debentures; and a $15,000,000 issue of American Water 
Works and Electric Company bonds, the registration of 
which was reported last month. A  number of small 
State and Municipal offerings made up the balance of 
March security flotations.

United States Treasury financing during March was 
of comparatively limited volume, and no new funds were 
raised by the operations, as the Treasury has not been in 
the market for additional funds in March for the first 
month since last October. A  new issue of 3 per cent 
Treasury notes maturing in 1938 was put out on March 15 
in the amount of $455,000,000 to replace a maturity of 
$460,000,000 of certificates of indebtedness which ma
tured on March 15. The amount of the new issue was 
limited to the amount of maturing certificates tendered 
for exchange. Likewise, new Treasury bill issues of 
$300,000,000 replaced maturities of the same amount. 
One-half of the bills sold were of 3 month maturities 
and half were of 6 month maturities. The average rate 
for the shorter bills declined from 0.57 per cent on the 
last issue in February to 0.08 per cent on the March 28 
issue, and the rate on the 6 month bills declined from 
0.62 per cent on the last February issue to 0.19 per cent 
on the last March issue. In both cases, the rates for the 
March 28 issues constituted new low levels for these 
types of securities.

Com m odity Prices

The average level of wholesale commodity prices 
showed a small rise during the early part of March, 
but receded slightly later in the month, so that the 
widely inclusive commodity price index of the Bureau of 
Labor Statistics showed almost no net change during 
the four weeks ended March 24. The small advance and 
the subsequent recession during March in the index 
chiefly reflected the movements in prices of actively 
traded raw commodities. Prices of manufactured and 
industrial products were generally stable during this 
period.

During the first half of March the price of rubber 
advanced 1%  cents to 11% cents a pound, the highest 
level in almost four years, but subsequently lost a part 
of this rise. Grain prices also rose in the early part of 
the month and later receded, showing little net change 
for March as a whole. Cotton and silver remained near 
their recent highs until about the middle of the month 
and thereafter showed small recessions. Scrap steel, 
following an advance of $3.25 in the previous three 
months, declined 50 cents to $14.25 a ton at Pittsburgh 
during March, when the expansion of operations in the 
steel industry was checked. Raw sugar declined 35 
points to 2.95 cents a pound, as compared with a Feb
ruary high of 3.42 cents, and silk showed a moderate 
downward tendency during the month.

Corporation Earnings in 1933

Due largely to increased profits in the automobile 
industry, aggregate net earnings of industrial corpora
tions do not appear to have showTn the usual seasonal 
decline during the last quarter of 1933, and as a conse
quence the trend of corporate profits was upward
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throughout the year. For 1933 as a whole, earnings 
reports of 743 industrial and mercantile companies 
which have been published to date indicate net profits 
of $673,000,000, as compared with virtually no profit 
for these same companies in 1932 and with profits of 
$753,000,000 in 1931. Aggregate profits, however, 
remained small in comparison with 1929 or even 1930, 
as is indicated in the accompanying diagram which also 
shows the yearly changes that have occurred in the 
earnings of a number of the more important groups of 
companies relative to their position in 1929.

Of the 35 groups of companies shown in the table,
12 had profits in 1933 following deficits in 1932, 8 
showed increased profits, and 10 showed smaller deficits, 
while only 5 groups earned smaller profits in 1933 than 
in 1932, and in these cases the reductions were not 
marked, except for the tobacco companies whose profits 
had been maintained remarkably well until last year. 
Analysis of the 743 individual companies shows that 
64 per cent reported at least some net profit in 1933, 
as against only 44 per cent in 1932. One-half of all the 
companies either had profits in 1933 following deficits 
in 1932, or reduced the amount of their deficits, and 
28 per cent of all companies increased their profits 
from 1932 to 1933. Of the remaining 22 per cent of the 
companies, 16 per cent had reductions in the 1932 level 
of profits, some developing deficits, and 6 per cent 
reported larger deficits than in 1932.

Net operating income of the Class I railroads, also 
shown in the diagram, increased about 45 per cent from
1932 to 1933. Consequently, in 1933 the railroads as a 
group approximately covered their interest payments 
and other fixed charges out of earnings, whereas in 1932 
they earned only 80 per cent of their fixed charges.

Net operating income of telephone companies and net 
earnings of other public utility companies underwent 
further moderate reductions in 1933, but nevertheless 
these companies did not show as large a shrinkage in 
earnings from the 1929 level as did industrial corpora
tions and railroads.

(Net profits in millions of dollars)

Corporation group
No. of 
Cos. 1930 1931 1932 1933

Office equipment........................... 11 29.0 12.2 0.2 8.2
Household equipment.................. 18

35
26.9 21.6 — 2.1 21.9
83.7 65.4 12.8 83.7

Automobiles.................................. 12 163.6 87.2 —34.1 85.5
Meat packing............................... 9 23.4 — 8.1 — 9.0 20.6
Shipping......................................... 8 4.5 2.1 — 0.7 1.5
Mining and smelting (excl. coal, 

coke, and copper)..................... 23 45.6 25 2 11.8 43.2
Leather and shoes......................... 12

22
11 2 11.1 

— 2.7
4.8 15.8

Miscellaneous textiles.................. — 3.0 
3.8

— 17.8 22.4
16 3.0 — 3.2 3.2

Silk................................................ 14 — 2.0 — 2.3 — 2.5 2.3
8 —20.6 —18.7 — 16.9 7.4

Clothing........................................ 9
12

47

2 4 — 2 1 — 8.3 1.8
Copper........................................... 12.5

26.1

— 7.3 
5.5

— 18.9 3.4
Automobile parts and accessories 

(excl. tires)................................ — 18.0 3.2
Motion picture............................. 6 24.8 — 2 1 —23.6 2.3
Chemicals and drugs.................... 31 172 3 134.5 80.5 111 .4
Miscellaneous food products........
Confectionery...............................

44
10

170.1
25.9

142.1
22.8

99.0
14.3

109.3
15.0

5 21.6 21.0 15.6 15.4
Bakery products........................... 11 49.4 40.7 30.3 29.1
Oil.................................................. 42 137.9 —46.4 38.5 29.2
Tobacco......................................... 21 121.3 123.5 118.6 71.8
Printing and publishing............... 11 30.5 18.0 5.9 3.0
Aviation......................................... 8 1.2 1.3 — 3.0 — 0.1
Heating and plumbing................. 11 12.2 0.4 — 9.7 — 1.9
Building supplies.......................... 37 35.7 — 5.5 —28.8 — 9.7
Steel............................................... 30 174.3 —11.9 — 147.4 —63.1
Machinery..................................... 40 39.9 — 5.4 —25.6 — 11.0
Electrical equipment.................... 26 99.4 49.4 — 14.6 — 7.4
Agricultural implements.............. 6 26.2 — 6.0 — 17.5 — 9.8
Railroad equipment..................... 19 50.4 — 4.3 — 17.3 — 11.1
Coal and coke............................... 17 16.4 1.3 — 16.9 — 11.6
Realty............................................ 7 7 7 3 0 — 3 2 — 2.4
Miscellaneous............................... 105 168.4 84.2 24.3 90.5

Total 35 groups..................... 743 1,792.7 752.7 17.5 673.0
Telephone (net operating income) 
Other public utilities (net earnings)

103
67

270.7
400.9

273.1
372.9

191.6
301.2

183.7
279.3

Total public utilities............. 170 671.6 646.0 492.8 463.0
Class I Railroads (net operating 

income)...................................... 150 868.9 525.6 326.3 474.3

— Deficit

Balance of Paym ents of the U nited States
A preliminary estimate of this country’s balance of 

payments for 1933 has recently been issued by the 
Department of Commerce. According to this estimate, 
the United States surplus of receipts on current 
account increased moderately in 1933, being placed at 
$193,000,000 as against $131,000,000 in 1932 and
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$160,000,000 in 1931. This increase is attributable to a 
pronounced falling off in expenditures of American 
tourists abroad, in remittances of immigrants to foreign 
countries, and in payments to foreigners for other 
services. These reductions in payments made abroad, 
which were probably due at least in part to the depre
ciation of dollar exchange, were not fully counter
balanced by continued declines in this country’s favor
able balance of merchandise trade, in war debt receipts, 
and in income from private investments abroad.

As in the previous two years the movement of long 
term capital was inward during 1933. Virtually no 
new foreign issues were underwritten in this market, 
while sinking fund and redemption payments on out
standing foreign issues, although diminished from the 
previous year’s level because of defaults, caused some 
reduction in the long term debt of foreign countries to 
the United States. In addition, there was a substantial 
repatriation of German, British, and other foreign dollar 
securities during 1933, stimulated no doubt by the 
discount on dollar exchange following this country’s 
departure from the gold standard in April.

A  heavy outward movement of short term funds, 
estimated at $509,000,000, occurred in 1933 partly dur
ing the development of the banking crisis early in the 
year, and partly during the period following the suspen
sion of gold payments by the United States in April, 
when the dollar depreciated in value in terms of foreign 
currencies. The magnitude of this movement is not fully 
reflected in the estimate given above, because this figure 
represents the net outflow after deducting a substantial 
inward movement of funds which resulted from the 
large repayments of German credits effected in 1933.

During February and March the outward movement 
of short term funds was reflected in gold withdrawals, 
but following the suspension of gold payments the 
dollar funds which became available to foreigners were 
utilized by them in repatriating foreign dollar securities, 
repaying credits, and meeting the surplus of payments 
due to the United States on current transactions.

The following table shows the net amounts due the 
United States by foreign countries or due foreign coun
tries by the United States on account of various types 
of transactions.

Net figures in millions of dollars 
( +  represents cash claims against foreigners; —  represents cash claims against U.S.)

1932 1933

I. Current Account
Merchandise............................................................................. +2 4 7  

— 375 
— 163 
+ 393  
+  99 
—  70

+ 152  
— 220 
— 107 
+ 3 6 7  
+  20 
—  19

Tourist expenditures............................................................
Immigrant remittances and charitable contributions
Income from foreign investments...................................
War debt receipts.................................................................
Other current item s..............................................................

Total................................................................................ +131 +1 9 3

II. Capital Account
Short term capital movement..........................................
Long term capital movement...........................................

— 451
+ 2 1 7

— 509
+ 1 3 7

T ota l................................................................................ — 234 — 372

III. Gold shipments and earmarkings....................................... —  11 + 232

IV Errors and omissions.............................................................. + 114 —  53

Production
In March the average level of basic industrial opera

tions was higher than in the previous month, but a 
slackening of the upward tendency was reported in some 
of the principal manufacturing lines in the latter part 
of the month. Although the output of the steel, auto
mobile, and cotton textile industries for March as a 
whole appears to have increased considerably from Feb
ruary, even after seasonal adjustment, weekly estimates 
of activity in these industries indicated an interruption 
of the upward movement in the second half of the 
month. Thus, for example, the operating ratio in the 
steel industry rose from a February average of 43 per 
cent of capacity to about 50 per cent early in March, 
but remained at or slightly below this level during the 
remainder of the month. The output of coal and electric 
power in the first half of March did not show the usual 
seasonal recessions, probably owing in part to the un
usually cold weather in that period.

In February, the seasonally adjusted index of indus
trial production computed by the Federal Reserve Board 
rose 3 points to 81 per cent of the 1923-1925 average, 
following increases of equal magnitude in the previous 
two months. The index for February was about midway 
between the July 1933 high point and the low point 
reached in the summer of 1932.

(Adjusted for seasonal variations and usual year to year growth)

1933 1934

Feb. Dec. Jan. Feb.

Metals
18 41 41 41
26 52 45 53
35 59 56 54
39 58 58 59

Tin deliveries...................................................... 45 45 42
Automobiles

Passenger cars.................................................... 25 21 36 50p
Motor trucks...................................................... 29 74 94 83 p

Fuels
Bituminous coal................................................. 66 65 67 77 p
Anthracite coal.................................................. 77 75 103 113p
Coke....................................................................... 39 56 55 60
Petroleum, crude.............................................. 69 68 69 68 p
Petroleum products.......................................... 64 62 65
Electric power.................................................... 64 65 64p 65 p

Textiles and Leather Products
Cotton consumption........................................ 77 65 77 r 82p
Wool mill activity............................................ 86 75 90 89 p
Silk consumption.............................................. 55 42 60 60
Shoes...................................................................... 92 91 102p
Rayon deliveries............................................... 74 103 99

Foods and Tobacco Products
Livestock slaughtered..................................... 88 95 103 95
Wheat flour.......................................................... 88 82 92 91
Sugar deliveries................................................. 80 87 77 88 p
Tobacco products............................................. 77 80 88 85

Miscellaneous
37 30 42 55
39 75
23 34 38 33

Printing activity............................................... 60 66 63
Newsprint paper............................................... 66 76 73 r 72

p Preliminary r  Revised

E m ploym ent and Payrolls
During the period from the middle of January to the 

middle of February about 375,000 workers were returned 
to employment in manufacturing industries in the 
United States, and the weekly earnings of factory work
ers increased $13,500,000, according to Department of
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PER CENT

Seasonally Adjusted Indexes of Factory Em ploym ent and Payrolls 
in the United States (1 9 2 3 -2 5  a v e ra g e = 1 0 0  per cent)

Labor estimates. These gains greatly exceeded the usual 
January to February increases, and as a result the 
seasonally adjusted indexes of factory employment and 
payrolls recovered sharply to about the same level as 
last September. This level, as the accompanying diagram 
indicates, is the highest that has been reached since the 
summer of 1931. The January to February rise in 
factory employment and payrolls was associated with 
the expansion of manufacturing activity in that period, 
and increases in general were most pronounced in indus
tries such as automobiles and textiles which had the 
greatest advances in output. Further substantial gains 
in factory working forces and wage payments during 
March were tentatively indicated by trade union reports 
to the American Federation of Labor.

Employment in out of door activities was adversely 
affected during February by the unusually severe 
weather in many sections of the country. The number 
of workers engaged on private building projects is esti
mated to have shown a decline of about 50,000, and the 
demand for farm labor remained small. In addition, the 
staffs of retail establishments were slightly reduced in 
accordance with the seasonal tendency.

The decline in private employment in all non-manu
facturing activities offset only a small part of the in
crease in factory employment, and private employment 
as a whole showed an increase of about 350,000 in Feb
ruary, according to an estimate of the American Feder
ation of Labor. The number of workers provided with 
relief jobs by the Civil Works Administration was sub
stantially reduced, however, from a peak of over
4,000,000 at the middle of January to 2,900,000 in the 
last week of February.

Indexes of Business A ctiv ity

At least the usual seasonal expansion in the general 
level of trade and business activity during the first half 
of March is indicated by the limited data now available. 
Railway loadings of merchandise and miscellaneous 
freight showed about the customary seasonal increase, 
while retail trade reports indicated some improvement. 
Department store sales in the New York Metropolitan 
area increased from the previous month’s level by con

siderably more than could be expected from seasonal 
influences, including the early date of Easter.

During February, no consistent tendency was dis
cernible in this bank’s indexes of distribution and busi
ness activity.

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1933 1934

Feb. Dec. Jan. Feb.
Primary Distribution

Car loadings, merchandise and misc........ 51 59 61 60
Car loadings, other................................... 55 58 60 68

41 60 52 55 p
48 62 55 53 p

Waterways traffic...................................... 45 60 70
Wholesale trade......................................... 81 99 93 96

Distribution to Consumer
Department store sales, U. S................... 67 70 70 68 p
Department store sales, 2nd Dist............ 75 72 70 69
Chain grocery sales................................... 61 52 50 49
Other chain store sales............................. 73 73 80 76
Mail order house sales.............................. 68 61 70 72
Advertising................................................ 51 56 54
Gasoline consumption............................... 68 69 83
Passenger automobile registrations......... 31 36 27 p 44p

General Business Activity
Bank debits, outside New York City.. . . 59 58 57 60p
Bank debits, New York City................... 59 42 43 49
Velocity of demand deposits, outside New

York City.............................................. 72 72 72 72
Velocity of demand deposits, New York

City........................................................ 51 50 53 59
Shares sold on N. Y. Stock Exchange. . . 53 86 133 150
Life insurance paid for............................. 75 67 73 68
Employment in the United States.......... 61 73 73 76
Business failures........................................ 100 47 42 43
Building contracts..................................... 17 54 47 28
New corporations formed in N. Y. State 81 63 65 56
Real estate transfers................................. 58 54 50

General price level*................................... 124 132 134p 135p
Composite index of wages*...................... 172 177 180p 180p
Cost of living*........................................... 128 135 136 138

p Preliminary * 1913 average = 100

Building

During the first three weeks of March, there was a 
large rise in building and engineering contract awards, 
following the sharp recession in February. Contracts 
for public works and utility projects, for other non
residential construction, and for residential work as 
well, all increased much more than seasonally. As a 
result, contracts for this part of March were nearly 50 
per cent larger than for the whole of February, and the 
average daily amount was above the January level.

The February total of building and engineering con
tracts for 37 States amounted to about one-half of the 
January volume, but remained more than 80 per cent 
larger than a year previous. The decline from January 
was attributed entirely to curtailment of the rate of con
tract awards by public agencies, chiefly the Public Works 
Administration and the Civil Works Administration; 
publicly financed building contracts dropped from 
$157,000,000 in January to $65,000,000 in February, 
while privately financed building rose slightly from 
$29,000,000 to $31,000,000. Due to the drop in publicly 
financed projects, this bank’s index of building contracts 
declined to 28 per cent of the computed trend of past 
years, as compared with the recent high point of 54 in 
December, but the increase reported for the first part of 
March will go a long way in raising the index toward the 
level which prevailed in December.
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The value of this country’s foreign merchandise trade 
in February showed less than the usual seasonal decline 
from the preceding month. Total exports were valued 
at $163,000,000 and general imports at $133,000,000, 
the largest February totals since 1931, but neverthe
less only about one-third the corresponding values in 
1929. Both exports and imports showed increases in 
dollar value of about 60 per cent over the low figures 
of a year ago. The gain in exports was the largest 
in recent months, but the gain in imports was not quite 
as large as the unusual increases reported in July and 
August of last year.

Exports during February of crude foodstuffs, chiefly 
grains, were about one-third larger in volume than the 
small exports of a year ago, and more than twice as 
large in value. Exports of semi-manufactures, largely 
refined copper and iron and steel products, showed an 
increase of 85 per cent in value over February 1933, 
and exports of crude materials, among which raw cotton 
is the leading item, increased 70 per cent in value. The 
recent rise in foreign demand for American cotton was 
especially notable in the cases of Japan and the United 
Kingdom; February shipments to these countries showed 
increases in quantity of 51 and 14 per cent, respectively, 
over a year ago.

Among the imports (currently analyzed on the basis 
of consumption and not strictly comparable with a year 
ago), crude materials have had a larger increase in value 
than any other major group— somewhat over 75 per 
cent. Receipts of crude rubber and raw silk, leading 
items in this class of imports, increased 64 and 28 per 
cent, respectively, in volume.

D epartm ent Store Trade
During the first half of March, total sales of depart

ment stores in the Metropolitan area of New York were 
36 per cent larger than in the corresponding period last 
year, and even excluding liquor sales the increase 
amounted to 33 per cent. This substantial advance is 
accounted for in part by the banking holiday in March 
1933, but nevertheless indicates a more than seasonal 
increase in retail trade during the past month. Compared 
with the corresponding period of 1932 sales this year, 
exclusive of liquor sales, were about 2 per cent smaller, 
and compared with the same period in 1931 this year’s 
sales were 23 per cent less.

Total February sales of the reporting department 
stores in this district were about G1/̂  Per cent higher than 
a year ago, a slightly less favorable comparison on an 
average daily basis than in the previous month. Exclud
ing liquor sales, the increase over a year ago amounted 
to approximately 4 per cent. Sizable advances in sales 
were reported by the Buffalo and Northern New York 
State department stores; the increase in sales of the 
Buffalo stores was the largest since August 1933, and for 
the Northern New York State department stores the 
increase was the largest since October 1928, due partly 
to an unusually large decline in sales in that section in 
February 1933. The increases in sales of the Rochester 
and Southern New York State department stores, on an 
average daily basis, were of about the same proportions

F o r e ig n  T r a d e as in the previous month, and total sales of the New York 
City, Syracuse, and Bridgeport department stores were 
well above those of a year ago, although on an average 
daily basis, the increases were not as large as in the 
preceding month. For the remaining localities compari
sons with a year ago were less favorable than in January. 
Sales of the leading apparel stores in this district showed 
a sizable increase for the third consecutive month.

Locality

New York...................................
Buffalo........................................
Rochester...................................
Syracuse.....................................
Newark.......................................
Bridgeport..................................
Elsewhere...................................

Northern New York State... 
Southern New York State, . . 
Hudson River Valley District 
Capital District......................

All department stores........

Apparel stores....................

Percentage^change 
from a year ago

Net

-}- 7.0 
+17.2

9.0 
6.4 + 1.8 

+  9.4 
+  5.4 
+13.8  
+13.2  
— 2.9 
+  6.4

+ 6.6
+12.2

Stock 
on hand 
end of 
month

+26.6  
+  7.8 + 10.1 
+  3.4 
+23.0  
+  7.0 
+  0.4

+22.0
+38.7

Per cent of 
II accounts 
; outstanding 

January 31 
collected in 
February

1933

40.2 
37.4
41.1
24.1 
37.6
28.1
26.3

37.7

37.4

1934

42.9
36.4
43.3
28.7
37.4 
31.2
24.8

39.4

39.6

W holesale Trade
During February, total dollar sales of the reporting 

wholesale firms in this district averaged 45 per cent 
above the low level of a year ago, the largest increase 
since last August. Sales of the jewelry concerns showed 
the greatest percentage increase ever reported to this 
bank, owing in part to the exceptionally low level of sales 
in February 1933. Sales of wholesale grocery firms were 
50 per cent higher than last year, and even excluding 
liquor sales, the increase amounted to 30 per cent, the 
largest advance since last summer. In a number of other 
lines also, including shoes, paper, cotton goods, men’s 
clothing, and diamonds, the increases over a year ago 
were the most substantial since last summer. The com
parisons for sales of drugs and silk goods were slightly 
more favorable this month than last, but the increases 
shown by the stationery and hardware firms were not 
as large as those reported last month.

Commodity

Percentage 
change 

February 1934 
compared with 
February 1933

Per cent of 
accounts 

outstanding 
January 31 
collected in 
February

Net
sales

Stock 
end of 
month 1933 1934

Groceries........................................................ +50.3 
+42.5 
+48.3 
— 3.7* 
+56.0 
+  4.1 
+20.5 
+15.2 
+28.3 
+51.9 

+182.3

+66.7 73.7
29.4
30.7 
56.0
29.4
22.4
36.2
51.8
40.2

} 19.4

87.4 
43.7
34.0 
53.9 
29.2
22.4
32.4
49.4
46.0

} 34.6

Men’s clothing..............................................
Cotton goods.................................................
Silk goods...................................................... —29.0*

+  2.8 
+33.9

Shoes..............................................................
Drugs.............................................................
Hardware.......................................................
Stationery......................................................
Paper..............................................................
Diamonds...................................................... — 13.9

—26.7Jewelry...........................................................

Weighted average.................................. +45.0 44.8 52.2

* Quantity figures reported by the National Federation of Textiles, Incor
porated, successor to the Silk Association of America Incorporated; not 
included in weighted average for total wholesale trade.
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PER CENT

and Minerals Combined, Adjusted for Sea
sonal Variation (1 9 2 3 -2 5  averagers 

100 per cent)

Index N um bers of Factory Em ploym ent and 
Payrolls, W ith out Adjustm ent for Seasonal 

Variation (1 9 2 3 -2 5  average = 1 0 0  per cent)

W holesale Price Index of U nited States Bureau 
of Labor Statistics (1 9 2 6  a v e r a g e s  

100 per cent)

Wednesday Figures for Reporting Member Banks
(Latest figures are for March 14)

MONTHLY REVIEW, APRIL 1, 1934

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

V o l u m e  o f industrial activity increased in February for the third consecu
tive month and there was a considerable growth in factory employment 

and payrolls. Wholesale commodity prices, after advancing for two months, 
showed little change between the middle of February and the middle of March.

P roduction  a n d  E m p l o y m e n t

Output o f manufactures and minerals, as measured by the Board’s sea
sonally adjusted index o f industrial production, increased from 78 per cent of 
the 1923-1925 average in January to 81 per cent in February. The advance 
reflected chiefly increases of considerably more than the usual seasonal amount 
in the output of steel and automobiles, while activity at meat-packing estab
lishments declined. Activity at textile mills, which in January had increased 
from the low level prevailing at the end o f the year, showed a further mod
erate increase in February, partly of seasonal character. In the first week 
o f March steel production showed a further increase and in the following 
two weeks remained unchanged.

Factory employment and payrolls increased substantially between the 
middle of January and the middle of February to a level higher, on a 
seasonally adjusted basis, than at any other time since the summer of 1931. 
Working forces on railroads also showed an increase, while at mines there 
was little change in the volume of employment. The number on the payrolls 
o f the Civil Works Administration declined from about 4,000,000 in January 
to about 2,900,000 in the week ended March) 1. At automobile factories there 
was a large increase in the number o f employed to approximately the level 
prevailing four years ago. Substantial increases were reported also for the 
textile, clothing, shoe, and tobacco industries.

Value of construction contracts awarded, as reported by the F. W. Dodge 
Corporation, showed a decline in February, followed by an increase in the 
first half of March. The total volume indicated for the first quarter is 
somewhat smaller than in the last quarter of 1933 but considerably larger 
than in the first quarters of 1932 and 1933.

D is t r ib u t io n

Freight traffic increased seasonally during February and the early part 
of March. Dollar volume of department store sales on a daily average basis 
showed little change in February.

D o llar  E x c h a n g e

The foreign exchange value of the dollar in relation to gold currencies 
declined in the second week o f February to within 2 per cent o f its new 
parity and in the latter part of February and the first three weeks of March 
showed a further slight decline.

Co m m o d it y  P rices

Wholesale prices of commodities showed little change from the middle 
of February to the middle of March, after a considerable increase earlier in 
the year. The index of the Bureau o f Labor Statistics for the week ended 
March 17 was at 73.7 per cent o f the 1926 average, compared with 73.8 per 
cent the week before and 72.4 per cent at the end o f January.

B a n k  Credit

Between the middle of February and the third week of March imports 
o f gold from abroad resulted in a growth of about $550,000,000 in the 
country’s monetary gold stock. Funds arising from these imports of gold 
and from expenditure by the Treasury of about $140,000,000 of its cash and 
deposits with the Federal Reserve Banks were for the most part added to 
the reserves o f member banks, which consequently increased by $600,000,000 
during the four week period. At the close of the period member bank reserves 
were nearly $1,500,000,000 in excess of legal requirements.

Total deposits of reporting member banks increased by about $1,000,000,-
000 between the middle of February and the middle o f March, reflecting 
the imports of gold, purchases by the banks of United States Government and 
other securities, and a growth of bankers’ balances.

During March money rates in the open market declined further. Rates 
on 90 day bankers acceptances were reduced from y% per cent to % per 
cent, and rates on prime commercial paper were reduced by *4 per cent to 
a range of 1-1 % per cent. Yields on United States Government securities 
also declined considerably. On March 16, the Federal Reserve Bank of Minne
apolis reduced its discount rate from 3 ^  to 3 per cent.

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

April 1, 1934



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 _________  May 1,1934

M on ey M arket in April
A  noteworthy development of the past month has been 

the further substantial increase in demand deposits of 
weekly reporting member banks. In the four weeks 
ended April 18 the increase was nearly $500,000,000, 
following an increase of similar amount in the previous 
month. Since the first week of last October net demand 
deposits in the weekly reporting banks have increased 
more than $1,750,000,000, and since the bank holiday the 
increase has been close to $2,800,000,000, the largest ex
pansion in a similar period in recent years.

Changes in the net demand deposits of weekly report
ing banks since the beginning of 1932, after deduction of 
the net balances due by these banks to other banks, are 
shown in the accompanying diagram. Such deposits 
during recent years have constituted by far the most 
important element in the money supply of the country ; 
checks drawn against them have been used much more 
widely than currency in making payments for the vari
ous transactions involved in business and personal ex
penditures in this country. It is in this part of the 
money supply that the great shrinkage occurred between 
1929 and the banking crisis of early 1933, and that the 
principal expansion may be expected accompanying busi
ness recovery.

As the diagram shows, the decline in demand deposits 
was checked in the middle of 1932, and in the latter part 
of that year showed a moderate upturn, which, however, 
was largely concentrated in New York City. This in
crease was wiped out in the banking crisis of early 1933, 
but a renewed increase followed immediately after the 
banking holiday, largely as a result of the return flow of 
hoarded currency to the banks. The movement was car
ried forward by a moderate expansion of bank credit up 
to the middle of 1933, when the passage of the Banking 
Act of 1933 caused many depositors to withdraw their 
funds and employ them in Government securities and 
other high grade paper, which to a considerable extent 
was purchased directly or indirectly from the banks. 
Since last autumn, however, the expansion of deposits 
has proceeded steadily and rapidly. The growth of de
posits has not been limited to reporting banks in the 
larger cities, as was the case in 1932, but has included 
also a substantial increase in deposits in the smaller 
localities. The volume of bank deposits still remains far 
below the levels preceding the depression, but the recent 
increase represents an important addition to the pur
chasing power of the country.

.̂.w^cipal cause of the recent in'*r 'i deposits 
has been the employment of excess reserves oy  the banks 
in financing the Government recovery program. As the 
diagram on the following page indicates, expansion of 
bank credit thus far has been limited almost entirely to 
the purchase of Government securities. The failure of 
loans and investments other than Government securities 
to increase is not an unusual development in the early 
stages of a business recovery, however. In 1921, for 
instance, bank investments, especially Government secur
ity holdings, increased first, and the volume of loans 
continued to decline for about a year after the recovery 
in business began. It was not until business recovery 
was well under way in the second half of 1922 that a 
large expansion in bank loans occurred. For some time 
after the bottom of a depression is past the liquidation 
of old loans, which is made possible by the recovery in 
business and in commodity and security prices, tends to 
offset the extension of new loans. Ordinarily, however, 
credit expansion increasingly takes the form of direct 
loans to business enterprises after business recovery 
gathers momentum.

During the past month, in the absence of any new 
Government security issues except for refunding pur
poses, there has been no further increase in the Govern
ment security holdings of reporting banks, or in their 
total loans and investments. The continued increase in 
demand deposits has been largely a result of the dis
bursement of funds previously obtained by tne Govern-

Weekly Reporting Member Banks in 91 Cities
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Holdings of United States Governm ent Securities, and A ll Other 
Loans and Investm ents of W eek ly  Reporting M em ber 

Banks in 91 Cities

ment through new security issues and left in dormant 
deposits in the bank.

The rapid increase in demand deposits in member 
banks during recent months has caused a corresponding 
increase in the reserve requirements of the banks, which 
has absorbed gradually a part of the excess reserves that 
have been created. Member bank reserve requirements 
are now estimated at approximately $2,070,000,000, as 
compared with about $1,650,000,000, just after the bank 
holiday in March of last year. Nevertheless, excess re
serves for all member banks increased further during 
April and were estimated at about $1,675,000,000 on 
April 25. In New York, excess reserves, after rising 
to about $500,000,000 at the beginning of April, declined 
substantially during the two subsequent weeks, accom
panying a large outflow of funds to other districts, but 
in the latter half of the month there was a correspond
ingly large return flow of funds to New York and excess 
reserves rose to a new high level around $550,000,000.

M o n e y  R a t es  
Open market money rates declined somewhat further 

in the early part of April and thereafter showed no 
material change. Yields on short term Government 
securities reached new low levels, and rates on bankers

Money Rates at New York

April 29,1933 Mar. 29, 1934 April 30, 1934

Stock Exchange call loans..................... 1 1 1
Stock Exchange 90 day loans................ *1 * K -1
Prime commercial paper— 4 to 6 months 2-2 X 1-1X l
Bills—90 day unindorsed.......................
Customers’ rates on commercial loans..

X X XrH
t3.88 f2.31 |2.33

Treasury securities
Maturing June (yield)....................... No yield No yield No yield
Maturing September (yield).............. 0.32 No yield No yield
Maturing December (yield). ............. 0.52 0.11 No yield

Average rate on latest Treasury bill sales
91 day issue................................... 0.51 0.08 0.08

182 day issue................................... 0.19 0.18
Federal Reserve Bank of New York re

discount rate....................................... 3 I X I X
Federal Reserve Bank of New York

buying rate for 90 day indorsed bills 2 X X

* Nominal f rate of leading banks at middle of month

acceptances and open market commercial paper also de
clined slightly further.

There has recently been evidence of some inclination 
on the part of banks and other institutions to invest 
funds for somewhat longer periods than was the case a 
few months ago, and long term money rates, such as 
yields on long term Government bonds and the highest 
grade corporation and municipal bonds have declined 
during the past month to the lowest levels in recent years.

B il l  M a r k e t

At the end of March, the accepting banks and bankers 
were holding in their portfolios $576,000,000 of bankers 
acceptances, or 84 per cent of the $685,000,000 of bills 
then outstanding. These bank holdings were composed 
of $252,000,000 of their own bills and $324,000,000 of 
purchased bills accepted by other banks and bankers. 
The concentration of the available supply of bills in these 
banks has come about as a natural result of the large 
excess of reserves above present requirements which 
the banks have sought to employ.

In view of the small supply of new bills coming into 
the discount market, the bill dealers on April 6 discon
tinued their former practice of quoting rates at which 
they would do business generally, and began the practice 
of quoting rates only on application. For the balance 
of the month, sales of bills by the dealers were made 
within a range of Vs-Vk per cent for maturities up to 
90 days, % -%  per cent for 4 months, and % -%  per 
cent for 5 and 6 month bills. The change in the method 
of quoting bills had little effect on the volume of trans
actions. Of the limited amount of business done by the 
dealers it was reported that the bulk of the 90 day bills 
were sold at 3/16 per cent, but there was a tendency for 
sales at Ys per cent to increase toward the close of the 
month.

C o m m e r c ia l  P aper  M a r k e t

Open market commercial paper rates declined further 
in April, accompanying an active investment demand for 
prime names on the part of the banks and a rather limited 
quantity of new paper becoming available. Beginning 
the month at 1-1%  per cent, the prevailing rate for 4 
to 6 month prime paper became established at 1 per cent 
by the middle of the month, although some paper of the 
less widely known borrowers continued to move at 1%  
per cent. Some sales below 1 per cent were also reported 
in the case of 60 and 90 day paper and even in the case 
of longer paper where the borrower had exceedingly high 
credit standing.

The volume of open market commercial paper outstand
ing increased 13 per cent further during March, the total 
at the end of the month amounting to $133,000,000, a rise 
of 85 per cent over a year ago.

Security M arkets
Prices of fixed interest bearing securities continued in 

April the advance wThich has been in progress since the 
latter part of last November. Domestic corporation bond 
prices, as represented in the currently available averages, 
rose some 2%  to 3 points further and toward the close 
of April were at new highs since before the 1931 break
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1931 1932 1933 1934
Average Yield on United States Treasury Bonds (Based on all issues 

outstanding— at present 11 issues are included)

in bond prices. Medium grade bonds had the greatest 
rise for the month— around 4 points; for higher grade 
bonds, which already were selling at pre-depression levels, 
the increases wTere proportionately smaller, amount
ing for the highest grade investment issues to about 1%  
points. These high grade investment issues are now sell
ing on a yield basis of close to 4 per cent, which is 
reported by Moody’s Investors Service to be the lowest 
yield since 1902. Lists of identical bonds carried through 
the past five year period, however, show an average mar
ket valuation for ordinary grades of bonds still consider
ably below the levels of 1928-1930. Foreign dollar bonds 
quoted in this market likewise registered some advance 
in April following a decline in March.

United States Government bonds advanced consider
ably further during the first part of April under the 
stimulus of the Fourth Liberty Loan conversion opera
tion; through April 14, Liberty Loan bonds showed an 
average advance of about %  of a point and Treasury 
bonds a rise of over 1 point. In the next few days through 
April 20, however, Treasury bonds reacted about %  of a 
point, but subsequently the movement toward higher 
levels was resumed and Treasury bonds closed the month 
less than %  point below the high point of the month. 
As the accompanying diagram shows, the average yield 
on outstanding Treasury bonds has declined since the 
first of the year to about a 3 per cent basis, a new low for 
recent years. This yield compares with 3.50 per cent at 
the opening of the year and with 4.30 per cent at the 
beginning of 1932.

In the stock market, share prices exhibited a gradual 
advancing tendency during the first three weeks of April. 
Owing, however, to some recession in the last week of 
the month prices near the end of April were not materi
ally different from those prevailing near the end of 
March when the decline from the early February highs 
terminated. The range of fluctuation on all days was 
relatively narrow and the volume of trading remained 
light, averaging around 1,400,000 shares daily. Bank 
stocks advanced more than other shares for the month as 
a whole, and touched the highest level since last June.

N ew  Financing
The volume of new security flotations in April was 

somewhat above the March total. New security issues, 
including those for refunding purposes, are now running 
somewhat larger than during most of the past year, but 
nevertheless the amount of new capital provided for pro
ductive purposes through the security market still re
mains at a very low level. The principal flotations during 
April were an issue of $50,000,000 State of New York 
bonds which were sold at a net interest cost to the State 
of 2.89 per cent, a new low rate, and $45,000,000 of short 
term Federal Intermediate Credit Bank debentures, a 
part of which represented a refunding operation.

Also included in the month’s total were $12,900,000 of 
Philadelphia, Baltimore, and Washington Railroad 
bonds which were placed * privately, and $2,700,000 of 
Southern Railway Equipment Trust certificates, of which 
$2,000,000 was publicly offered and $700,000 placed pri
vately. This marked the first time since January 1933 
that any railroad securities have been offered for general 
public subscription, the New York Central financing an
nounced in February being arranged by offering the 
bonds to stockholders of that company.

The United States Treasury for the second consecutive 
month was not in the market for any new funds in April. 
Early in the month, the Treasury offered an issue of 3%  
per cent Treasury bonds of 1944-1946 for which payment 
could be made only in Fourth Liberty Loan bonds which 
had been called for redemption on April 16 or in Treas
ury notes due May 2. In response to this offering, 
$815,000,000 of the approximately $1,000,000,000 of 
called Fourth’s then outstanding were exchanged for the 
new Treasury bonds and $234,000,000 of the $244,000,000 
of May 2 Treasury notes were exchanged. This left 
approximately $200,000,000 of called Fourth Liberty 
Loan bonds to be redeemed in cash, only part of which 
had been presented for payment by the end of the month, 
although interest on these bonds ceased on April 15.

On April 14, the Treasury issued a call for two more 
series of Fourth Liberty Loan bonds for redemption on 
October 15, 1934; the bonds called bear serial numbers 
the final digit of which is 8, or 2 (such serial numbers 
in the case of the permanent coupon bonds being prefixed 
by the letters H, or B, respectively). This call will retire 
approximately $1,200,000,000 more of the bonds. Pre
vious to the first call issued last October $6,300,000,000 
of the Fourth Liberty Loan was outstanding; the optional 
exchange offering of last October reduced the amount to 
$5,400,000,000, and the exchanges and small cash redemp
tions effected during April cut the amount to about 
$4,300,000,000. By next October the amount of the 
Fourth Liberty Loan outstanding will have been reduced 
to $3,100,000,000, or one-half of the amount outstanding 
a year previous.

Treasury bill financing during April included maturi
ties of $450,000,000 of 91 day bills which were replaced 
by sales of $250,000,000 of new 91 day bills and 
$200,000,000 of 182 day bills. Rates for these issues re
mained at the extremely low levels established at the 
end of March— 0.07 to 0.08 per cent for the 3 month 
maturities and 0.18 to 0.19 per cent for the 6 month bills.
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G old M ovem en t
The movement of gold into the United States which 

began in February continued during April though at a 
much reduced rate. Purchases of imported gold by the 
New York Assay Office during April totaled $45,600,000, 
of which $23,600,000 came from England, $8,900,000 
from Canada, $7,200,000 from Holland, $4,200,000 from 
India, and $1,700,000 from France. The monetary gold 
stock of the United States was also increased by imports 
of $2,800,000 from China on the Pacific Coast and re
leases of $1,400,000 of gold which had been previously 
earmarked for foreign account at this bank, as well as by 
substantial recoveries of scrap gold and by receipts of 
newly mined gold. Altogether the April increase in the 
gold stock appears to have been between $60,000,000 and 
$70,000,000. There also was imported from Colombia 
$2,500,000 of gold which was immediately earmarked on 
arrival and therefore was without effect on the gold 
stock. There were no exports during April.

From the beginning of February to the end of April 
the monetary gold stock of the United States has in
creased about $730,000,000, of which $655,000,000 has 
been due to imports of gold at New York which has been 
sold to the Assay Office. Other factors in the rise in 
the gold stock have been moderate releases of gold from 
foreign bank earmark accounts at the Federal Eeserve 
Bank, some imports of gold from the Orient on the 
Pacific Coast, and deposits of newly mined and scrap 
gold at the mints and assay offices. In the four week 
period ended April 13 “ secondary receipts”  of gold by 
the mints and assay offices, which represent sales of scrap 
metal and old jewelry, averaged over $4,000,000 a week, 
but in the week ended April 20 declined to $1,400,000. 
Weekly receipts of newly mined domestic gold have been 
averaging about $2,000,000 in recent weeks.

Foreign Exchange
The rise of foreign currencies following devaluation 

of the dollar, which had proceeded rapidly in February 
and at a much slower pace in March, continued somewhat 
further in April. The French franc, which had fluctu
ated around $0.0658 in March, moved up to about $0.0660 
early in April and held in that vicinity until the end of 
the third week when the quotation crossed the new parity 
of $0.0663 for the first time and continued to rise until 
a high point of $0.0669% was touched during the course 
of trading on the 21st, a rate somewhat above the esti
mated gold export point at New York. Before any ship
ments could be arranged, however, a reaction occurred, 
and quotations on succeeding days were several points 
below the gold export point. The course of belgas, guild
ers, and Swiss francs closely paralleled that of the 
French currency. The pound sterling reached a new high 
closing quotation since February 1 of $5.18% on April 
3, but thereafter the rate moved irregularly going as low 
as $5.13% on the 18th, and was around $5.15 toward the 
close of the month. The reichsmark also reached its high
est closing quotation on April 3 at $0.3991; the rate then 
receded to $0.3941 on the 18th, and subsequently fluctu
ated widely. Lire moved in a manner similar to the 
reichsmark and the Scandinavian exchanges followed 
sterling, as usual.

Other currencies which fluctuated with British ex
change were Japanese yen and Argentine pesos. The 
Brazilian milreis, though officially pegged to sterling, 
moved independently in this market as in March and 
February. The Canadian dollar rose slightly further in 
April.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange April 29, 1933 Mar. 31, 1934 April 28, 1934

$ .2354 $ .1600 $ .2335 $ .2357
.4537 .1715 .2299 .2300

8.2397 3.8538 5.1500 5.1500
.0663 .04503 .06590 .06648
.4033 .2650 .3975 .3972
.6806 .4575 .6746 .6818
.0891 .0595 .0860 .0856
.4537 .1990 .2585 .2587
.3267 .0975 .1364 .1377
.4537 .2005 .2655 .2656
.3267 .2205 .3230 .3265

1.6931 .8775 1.0006 1.0041
.7187 .2895 .3434 .3433
.2026 .0800 .0850 .0871

1.7511 .5300 .7900 .8000

.8440 .2400 .3030 .3048

.6180 .2912 .3875 .3885
.2425 .3450 .3325

Central Bank R ate  Changes
Effective April 26 the National Bank of Belgium low

ered its discount rate from 3%  to 3 per cent. The higher 
rate had been in force since January 14, 1932.

Com m odity Prices
Price increases were announced early in April for a 

number of important industrial products, including 
bituminous coal, steel, and automobiles. The new prices 
filed with the code authority for the steel industry did 
not become immediately effective and therefore were 
not promptly reflected in the available steel price 
averages, but by the end of the month the composite 
price for finished steel computed by the Iron Age had 
advanced 10 per cent to a level only 3 per cent lower 
than in 1929. Advances in selling prices were made 
early in April by all but one of the principal automo
bile producers, and in the bituminous coal industry also 
the upward revision of wage scales was followed by 
price advances.

On the commodity exchanges the principal develop
ment during April was a sharp fall in the prices of 
wheat and cotton in the second half of the month. July 
wheat futures dropped from about 85 cents a bushel at 
the middle of April to a low of 76 cents, but recovered 
moderately toward the close of the month, and July 
cotton declined about 1 cent to 11 cents a pound. The 
decline in wheat prices offset all of the advance made 
since last December, but cotton remained well above the 
levels prevailing last autumn. Silver also fell sharply 
in the second half of April, and quotations for sugar 
and hogs showed a continuation of the previous month’s 
downward tendency. Price weakness in this period was 
limited, however, to a small group of commodities, and 
a number of actively traded primary products remained 
stable or reached new high levels for the current upward 
movement. The price of rubber advanced about 2%  
cents to over 13% cents a pound, copper rose %  cent 
to 8Y2 cents a pound, a composite price for steers in-
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PER CENT

M ovem ents of Prices of A ctively Traded Basic Commodities (M oody’ s 
Investors Service daily index of 15 staple com m odities; 

December 31 , 1931 =  100  per cent)

creased from $6.33 to $7.25 a hundredweight, and lead 
and hides showed moderate gains.

Reflecting price declines in the small group of im
portant commodities mentioned above, the available 
basic commodity price indexes declined sharply in the 
latter half of April to the lowest point since the middle 
of January. This is indicated in the accompanying dia
gram, which shows a daily index of the prices of fifteen 
basic commodities computed by Moody’s Investors Serv
ice. The widely inclusive wholesale price index of the 
Bureau of Labor Statistics, however, showed practically 
no change during the four weeks ended April 21, reced
ing only 0.1 of a point to 73.3 per cent of the 1926 
average. This was due to the fact that the general level 
of wholesale commodity prices during April was affected 
by two divergent influences— increases in the prices of 
certain industrial products on the one hand, and the 
pronounced drop in quotations for a few leading farm 
products on the other.

Foreign Trade
This country’s foreign merchandise trade showed 

somewhat more than the usual seasonal increase during 
March. Total exports, amounting to $190,000,000, were 
76 per cent larger than a year ago, and imports, valued 
at $158,000,000, showed an increase of 67 per cent over 
the relatively low level of March 1933. This rise in the 
value of the foreign trade of the United States was 
participated in, to varying degrees, by all of the leading 
types of commodities. It reflects in part the changed 
value of the dollar.

For both exports and imports, the largest percentage 
gains in value over a year ago were among the metals 
and their manufactures, in most of which sharp price 
increases have occurred. Exports of this group of com
modities, principally iron and steel products and refined 
copper, were 166 per cent above the level of March 1933. 
Imports in this category, chiefly copper and tin, were 176 
per cent larger in value than a year ago. Exports of 
machinery and vehicles, of which about half the value 
represents automobiles and parts, more than doubled 
the figure of last year. Imports of inedible animal prod

ucts, largely hides and skins and furs, also were twice 
the March 1933 value. The smallest relative increases, 
about one-third, occurred in exports of chemicals and 
related products and in imports of animals and meat 
products, for which there has been comparatively little 
price change since a year ago.

Available figures on the quantities of commodities in
volved in the foreign trade of this country show that 
March exports of raw cotton were 13 per cent larger 
than in 1933, and that receipts of raw silk and crude 
rubber increased 45 and 60 per cent, respectively.

The latest available statistics on the international 
trade of the leading countries, in terms of their own 
currencies, do not reveal anything like the gain shown 
by the United States for the first quarter of this year 
as compared with 1933. Converted into gold values, how
ever, as is done by the League of Nations in adjusting 
the world trade figures currently, total foreign trade 
of the United States in the first quarter of 1934 was 
still somewhat less than a year ago, while that of the 
United Kingdom for the same period showed a sub
stantial increase. The trade of other countries showed 
very slight changes on this basis. The indications are 
that total international trade in the first quarter of this 
year, expressed in gold values, remained at a level ap
proximately one-third of the 1929 value, with that of 
the United States somewhat less than one-quarter of 
its 1929 value.

Production
The upward movement of manufacturing activity 

which began in the closing months of 1933 appears to 
have continued during April. As the accompanying 
diagram shows, steel production rose further to 56 per 
cent of theoretical capacity in the latter part of the 
month, as compared with a March average of 48 per 
cent. This increase, which was somewhat in excess of 
the customary seasonal proportions, raised steel mill op
erations to a level only slightly below the high point 
reached for a time during the summer of last year and 
about equal to that reached in the spring of 1931. In
creased takings of steel by the railroad and building 
industries in connection with projects financed by the
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Public Works Administration, together with a further 
expansion in demand from the automobile, machinery, 
and smaller steel consuming industries were responsible 
for the rise in steel operations during April. The an
nouncement of steel price increases early in the month 
was followed by the placing with mills of an exception
ally large volume of orders before the new prices became 
effective. These orders, placed by consumers in antici
pation of their future requirements, will tend to accel
erate shipments until the end of June, but are expected 
to cause some accumulation of steel in the hands of 
consuming industries.

Among the other industrial lines for which tentative 
data are available, an April increase of somewhat larger 
than seasonal proportions was indicated in the output 
of the automobile industry, and the activity of cotton 
textile mills was reported to have risen moderately, 
while coal production was reduced considerably. This 
bank’s seasonally adjusted weekly index of electric power 
production, the short period movements of which are 
related chiefly to changes in industrial consumption of 
electricity, showed a continued upward tendency in 
April.

Reflecting a further rise in basic industrial activity 
during March, the index of industrial production com
puted by the Federal Reserve Board advanced 3 points 
to 84 per cent of the 1923-25 average. Increases occurred 
in the output of the iron and steel, coal, and cotton and 
silk textile industries, and automobile production showed 
the full seasonal expansion. These gains were only partly 
offset by declines reported in the activity of the wool 
textile, meat packing, tobacco, and shoe industries.

(Adjusted for seasonal variations and usual year to year growth)

1933 1934

Mar. Jan. Feb. Mar.

Metals
Pig iron..................................................... 15 41 41 46
Steel ingots............................. ................... 18 45 53 56
Lead............................................................ 39 56 54 49
Zinc............................................................ 39 58 59 59
Tin deliveries............................................ 48 42 44

Automobiles
Passenger cars........................................... 19 36 50 50p
Motor trucks ........................................... 26 94 83 83p

91p
Fuels

Bituminous coal......................................... 56 67 77
Anthracite coal. ........................................ 77 103 110 112p
Coke........................................................... 36 55 60
Petroleum, crude...................................... 75 69 68 70p
Petroleum products................................... 66 65 65
Electric power........................................... 61 64 66p 66p

Textiles and Leather Products
Cotton consumption................................. 76 77 82 86
Wool mill activity..................................... 57 90 92 89p
Silk consumption....................................... 61 60 60 64
Shoes.......................................................... 84 96p

100
lOOp 92p

Rayon deliveries........................................ 79 91p

Foods and Tobacco Products
Livestock slaughtered............................... 63 103 95 91
Wheat flour................................................ 100 92 91 89
Sugar deliveries......................................... 86 77 96 84p
Tobacco products...................................... 68 88 85 78

Miscellaneous
Cement...................................................... 37 42 55 51
Tires........................................................... 29 78
Lumber...................................................... 25 38 33 43
Printing activity....................................... 53 63 64
Newsprint paper....................................... 66 73 72 74
Machine tools............................................ 6 51 43

p  Preliminary

Employment showed a further increase from Febru
ary to March, and according to* the estimate of the 
American Federation of Labor, the number of workers 
without jobs was reduced 562,000 to 10,905,000 as com
pared with an unemployment peak of 13,689,000 a year 
earlier. These figures, however, do not take account of 
the employment directly provided by extraordinary Fed
eral expenditures for public works projects and relief 
jobs. In the Civil Works Administration, the number 
on the payrolls was about 2,400,000 in the middle of 
March, and 1,900,000 at the end of that month, and in 
addition a large number of workers were employed on 
projects under the Public Works Administration and 
other Government agencies.

Factory working forces increased 4 per cent from the 
middle of February to the middle of March. This rise, 
which exceeded any previously recorded February to 
March advance during the fifteen years for which data 
are available, was equivalent to an increase of about
255,000 in the actual number of factory workers em
ployed. Payrolls in manufacturing industries rose even 
more than employment principally as a result of the 
decreasing prevalence of part time employment. In
creases in working forces and wage payments were quite 
general among the principal manufacturing industries.

Increases in employment and payrolls from February 
to March were reported also in building construction, 
trade, coal mining, railroads, and agriculture. With the 
exception of the gain in the coal mining industry, sea
sonal influences contributed to these gains.

The extent of the increase in employment during the 
past year in four major manufacturing lines and in 
manufacturing as a whole is shown in the accompany
ing diagram. In recent months the rise in employment 
has been especially marked in the automobile industry; 
since November the seasonally adjusted index has ad
vanced from 52 per cent to 84 per cent of the 1928 
average level. Rather considerable gains have been 
recorded also in machinery factories and textile mills, 
and employment in the food industry has shown a

E m p lo y m e n t  a n d  P a y r o lls

PER CEN T

converted to a 1928 base)
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moderate increase. Working forces in three of the four 
industries for which indexes are shown in the diagram 
are now near the 1928 level, the exception being the 
machinery industry. In general it appears that employ
ment in industries producing consumption goods is not 
far below pre-depression levels, and that the compara
tively low rate of operations in the capital goods indus
tries is responsible for the major part of present un
employment.

Toward the end of March and in the early part of 
April further general increases in wage rates were 
announced in the bituminous coal, steel, and automobile 
industries, and in addition advances were made by a 
number of manufacturing concerns in other lines. Fol
lowing the widespread wage increases in August and 
September of last year, which accompanied the adoption 
of industrial codes, average hourly earnings showed only 
a slight upward tendency in subsequent months. Data 
on hourly earnings in April are likely to reflect more 
fully recent changes in wage rates.

Indexes of Business A ctiv ity
No material change in the course of general business 

activity and trade during April is indicated by the lim
ited data now available. The railroad movement of mis
cellaneous and less than carload freight, which is one 
of the best measures of general business activity, showed 
a seasonal increase of at least the usual proportions dur
ing the first half of April, but retail trade in the New 
York Metropolitan area showed some slackening after 
the active trade of March.

Among this bank’s indexes of distribution and gen
eral business activity the most important change during 
March was shown in the department store trade indexes. 
Sales increased sharply in this district and rather con
siderably throughout the country, even after allowance 
for seasonal factors, including the influence of Easter 
buying. As is shown in the accompanying diagram, 
the dollar value of department store sales in the United 
States, after elimination of seasonal influences, was at a 
higher level in March than at any time since the first 
half of 1932 with the exception of a single month last 
summer. In view of the uneven rise in retail selling 
prices, it is not definitely ascertainable how much of 
the increase in dollar volume of sales in recent months 
has reflected increased prices, and how much has repre
sented an increased quantity of goods sold, but in March 
there was good reason to believe that the actual amount 
of goods distributed was well above a year previous. 
The broad movement of department store sales during 
the past year has corresponded fairly closely with the 
movements of the other principal indicators of general 
business activity.

Among the other indexes of distribution and general 
business activity, merchandise imports, retail automo
bile sales, and sales of chain stores other than grocery 
chains showed increases in March. No marked change 
occurred during March in the indexes relating to rail
road freight traffic, volume of check payments, wholesale 
trade, exports, life insurance sales, and sales of groceries 
by chain stores, while the index of mail order house sales 
declined rather sharply.

PERCENT

39

Dollar Value of Departm ent Store Sales in the United States 
(Federal Reserve Board’s seasonally adjusted index; 

1 9 2 3 -2 5  average= 1 0 0  per cent)

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1933 1934

Mar. Jan. Feb. Mar.
Primary Distribution

Car loadings, merchandise and misc........ 48 61 60 60
Car loadings, other................................... 47 60 68 69

39 52 55 p 55p
51 55 53 V 58 p

Waterways traffic...................................... 40 70 39
Wholesale trade......................................... 81 93 96 96 p

Distribution to Consumer
Department store sales, U. S................... 64 70 70 73 p
Department store sales, 2nd Dist........ 75 70 69 77
Chain grocery sales................................... 59 50 49 49
Other chain store sales............................. 66r 80 76 80
Mail order house sales.............................. 53 70 72 61
Advertising................................................ 45 54 55 p
Gasoline consumption............................... 71 83 67
Passenger automobile registrations.......... 23 27 p 41p 48p

General Business Activity
Bank debits, outside New York City.. . . ** 57 59 60p
Bank debits, New York City................... ** 43 49 47 p
Velocity of demand deposits, outside New

York City.............................................. ** 72 72 72
Velocity of demand deposits, New York

** 53 59 54
Shares sold on N. Y. Stock Exchange. .. 59 133 150 62
Life insurance paid for............................. 62 73 68 67
Employment in the United States.......... 58 73 76 79
Business failures........................................ 76 42 43 41
Building contracts..................................... 12 46 28 30
New corporations formed in N. Y. State 64 65 56 56
Real estate transfers................................. 42 50 46
General price level*................................... 123 133 136p 136p
Composite index of wages*...................... 168 179 180 p 180p
Cost of living*........................................... 127 136 138 139

V Preliminary r Revised * 1913 average =100 ** Data not available

Building
During March, the value of building contracts awarded 

showed a considerable increase over the February level, 
in keeping with the seasonal tendency. Contracts for all 
the major classes of building and engineering work in
creased, although contracts for publicly financed building 
did not regain the high rate which prevailed in December 
and January. The following diagram indicates, how
ever, that the total for publicly financed construction 
during recent months has been substantially larger than 
a year ago and privately financed construction has been 
slightly larger. During the first quarter of the year, 
contracts for publicly financed building aggregated
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M IL L IO N S  
O F D O L L A R S

Average Daily Value of Building and Engineering Contracts Publicly  
and Privately Financed (F . W . Dodge Corporaton data for 37  

States; April data are for first three weeks of the m onth)

$348,000,000, as compared with only $91,000,000 in the 
first quarter of 1933 and with $382,000,000 in the last 
three months of 1933; privately financed construction 
aggregated $112,000,000, as compared with $105,000,000 
a year ago and $132,000,000 in the final quarter of 1933. 
The increases in contract volume over a year ago were 
shared by all districts which are included in the F. W. 
Dodge Corporation report for 37 States.

Daily average building contract data for the first three 
weeks of April have also been plotted in the diagram. 
These indicate a further slight increase in privately 
financed building, but some decline from March in the 
rate of contract awards for publicly financed construc
tion. Judging from the amount of contracts for public 
construction reported to date and the allotments under 
the Public Works Administration, there still remains a 
considerable volume of contracts to be let during the 
coming months.

D epartm ent Store Trade

During the first half of April, total sales of the leading 
department stores in the Metropolitan area of New York 
were 4 per cent lower than in the corresponding period 
a year ago, and, excluding sales of wines and liquors 
from this year’s figures, the decrease amounted to 6%  
per cent. This reduction in sales, following the unusually 
large increase in March, was due at least in part to the 
earlier date of Easter this year than last, which resulted 
in much seasonal buying being done in March this year 
whereas it was done more largely in April last year.

Total March sales of the reporting department stores 
in this district were 32 per cent higher than last ’year,' 
which is the largest increase recorded by this bank since 
1920. The large increase was attributable in part to the 
early Easter trade this year, but even after allowance 
for this and other seasonal factors, March retaif1 t£a<xe 
appears to have reached the highest level since last 
August in this district as well as in the country as a 
whole. Dollar sales of department stores in this district 
in March were about 1 per cent above March)3$$% but 
remained substantially lower than in 1931 and preceding 
years.

There was no locality that did not show a very substan
tial gain in sales over March 1933; Buffalo, Rochester, 
and Northern New York State stores reported increases 
of 50 per cent or over, and the sales in the remaining 
districts were at least 25 per cent higher than last year. 
Sales of the leading apparel stores in this district were 
59 per cent higher than a year ago.

Percentage change 
March 1934 

compared with 
March 1933

Per cent of 
accounts 

outstanding 
February 28

Locality Stock 
on hand

collected in 
March

Net
sales

end of 
month 1933 1934

+30.8
+50.1
+52.4
+43.1
+25.2
+43.4
+38.7
+59.4
+48.7
+34.5
+33.9

+28.9  
+15.6  
+16.3  
+  4.1 
+22.6  
+  9.3 
+  0.3

39.1 47.8
36.4 43.0

Rochester....................................................... 37.7 47.8
Syracuse......................................................... 24.1 34.7
Northern New Jersey................................... 35.4 41.6
Bridgeport..................................................... 27.4 35.4
Elsewhere....................................................... 25.1 28.7

Northern New York State.......................
Southern New York State.......................
Hudson River Valley District.................
Capital District.........................................

All department stores......................... +31.9 +24.2 36.1 44.0
Apparel stores....................................... +59.3 +37.8 35.0 42.6

W holesale Trade
Total March sales of the reporting wholesale firms 

averaged about 50 per cent higher than a year ago, the 
largest increase reported since last summer. Sales of the 
paper, stationery, and jewelry firms showed advances 
from a year previous unequaled in the records of this 
bank for recent years. Moreover, the sizable increases in 
sales of the cotton goods, men’s clothing, and diamond 
concerns were the most substantial since last summer, 
and the advance in drug sales was the largest since 
November. In the case of the hardware and shoe firms, 
the increases were about the same as in February. 
Grocery firms showed an increase of 32 per cent in total 
sales and of 17 per cent exclusive of liquor sales, which 
is a less favorable year to year comparison than was 
reported in the two preceding months. Sales of silk 
goods, reported on a yardage basis by the National Fed
eration of Textiles, Incorporated, declined slightly more 
from a year ago than in the previous month.

Commodity

Groceries..........
Men’s clothing. 
Cotton goods. .
Silk goods........
Shoes................

rifu?3...........'ardwajrfe. i 
Stationery.
Paper...............
Diamonds........
Jewelry............

f •

.Weighted average.................................  +49.7

nti

Percentage 
change 

March 1934 
compared with 

March 1933

Net
sales

+32.1  
+56.3 
+51.2  
— 5.7* 
+53.0  
+51.3  
+20.0 
+34.9  
+40.8  

+106.7 
+213.5

Stock 
end of 
month

+66.7

-17.8*

+  4.4 
+29.2

— 2.4 
—26.9

Per cent of 
accounts 

outstanding 
February 28 
collected in 

March

1933

85.6
36.3
27.7
62.9
33.9 
19.2
36.4 
57.0
41.9
13.9

50.2

1934

100.8
52.3
36.7 
62.0
44.8
28.3 
41.0 
53.5
49.4

> 27.4

61.1

^Quantity1 figuresieported by the National Federation of Textiles, Incorporated, 
successor to the Silk Association of America Incorporated; not included in 
weighted average for total wholesale trade.
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Business Conditions in the United States
(Summarized by the Federal Reserve Board)

V o l u m e  of industrial production increased further in March and there was 
considerable growth in factory employment and payrolls. The general 

level o f commodity prices showed little change between the middle of March 
and the middle of April but in the third week o f April there was a sharp 
decline in grain prices.

P roduction  a n d  E m p l o y m e n t

Output of manufactures and minerals, as measured by the Federal Reserve 
Board’s seasonally adjusted index of industrial production, advanced from 81 
per cent of the 1923-1925 average in February to 84 per cent in March. This 
advance reflected chiefly increases o f more than the usual seasonal amount in 
the output o f steel, automobiles, and lumber and an increase contrary to 
seasonal tendency in the output o f coal. Production o f textiles showed little 
change in volume on a daily average basis. In the early part of April, 
activity at steel mills and automobile factories increased further, according 
to trade reports, while coal production declined by a more than seasonal 
amount.

Volume of employment at factories increased further between the middle 
of February and the middle o f March by about 4 per cent, an amount larger 
than is usual at this season. Employment on the railroads and at mines also 
showed an increase. The number on the payrolls of the Civil Works Adminis
tration was reduced from about 3,700,000 in the middle of February to about
2,400,000 in the middle of March and 1,900,000 at the end of the month.

The value of construction contracts awarded in March, as reported by the 
F. W. Dodge Corporation, showed a considerable increase from the low level 
of February, followed, in the first half of April, by a decline. For the first 
quarter as a whole, the value of contracts was somewhat smaller than in the 
last quarter of 1933; publicly financed projects continued to make up about 
three-fourths o f the total.

D istr ib u t io n

Volume of freight car loadings showed a further increase in March, 
reflecting chiefly seasonal increases in shipments o f merchandise and miscel
laneous freight and a continued large volume o f coal shipments, which 
usually decline in March. In the early part of April, total car loadings showed 
a decline, reflecting a sharp reduction in coal shipments. Dollar volume o f 
trade at department stores increased in March by considerably more than 
the estimated seasonal amount, after allowance for the early date of Easter 
this year.

P r ic es

The general level o f wholesale commodity prices, as measured by the 
index o f the Bureau of Labor Statistics, was 73.3 per cent of the 1926 average 
in the week ended April 14 as compared with 73.8 per cent in the week ended 
March 10. During this period prices of steel, copper, and automobiles advanced, 
while prices of farm products decreased somewhat. In the third week o f April, 
wheat prices declined sharply and there were also declines in the prices of 
other grains, cotton, and silver.

B a n k  Credit

During the four weeks ended April 18 member bank reserve balances 
increased by $220,000,000, raising the volume of reserves in excess o f legal 
requirements to $1,600,000,000. This increase reflected a growth of $105,000,-
000 in the monetary gold stock and further disbursements by the Treasury o f 
funds from its cash holdings and its deposits with the Reserve Banks.

At reporting member banks in leading cities an increase o f $400,000,000 
in net demand and time deposits for the four week period ended April 11 
reflected chiefly the deposit by the public o f funds disbursed by the Treasury, 
as well as a growth in bankers ’ balances. Government deposits were reduced 
by about $200,000,000. Holdings by these banks o f securities, other than 
United States Government obligations, increased by $64,000,000, and their 
loans both on securities and all other also increased slightly, with the conse
quence that total loans and investments showed a growth of $100,000,000 for 
the period.

Money rates in the open market declined further in April. Rates on 
prime 4-6 month commercial paper were reduced from a range of 1-1^4 per 
cent to 1 per cent, and rates on 90 day acceptances were reduced from 4̂ 
per cent to a range of Ys-% per cent. Yields on Government securities also 
declined.

Index Num ber of Production of M anufactures 
and Minerals Combined, Adjusted for Seasonal 
Variation (1 9 2 3 -2 5  a v e r a g e s  100 per cent)

Value of Construction Contracts Awarded (Three 
month moving averages of F . W . Dodge Cor

poration data for 37  Eastern States, 
adjusted for seasonal variation)
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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 June 1, 1934

M on ey M arket in M a y

The money market has been unusually inactive during 
the past month. The supply of funds seeking short 
term investment continued to be very large but the out
lets for such funds were even more limited than in the 
preceding months.

Early in the month there was the usual outflow of 
funds to other districts and some increase in the amount 
of currency outstanding, but the excess reserves of the 
principal New York City banks at no time declined 
below $380,000,000. Before the middle of the month 
a heavy inflow of funds from other districts was resumed 
and the usual return flow of currency started, and, al
though sales of new Government securities somewhat 
exceeded maturities in the New York market and re
sulted in some withdrawal of funds from New York by 
the Treasury, the excess reserves of the New York banks 
rose again to about the same high level as a month pre
vious— well above $500,000,000.

As the accompanying diagram indicates, deposits in 
the large New York City banks by other banks have 
increased substantially during the past few months, 
notwithstanding the fact that no interest is now being 
paid on demand deposits. These deposits represent 
largely the New York balances of banks in other parts 
of the country, but include also some funds deposited by 
savings banks in New York City. Substantial with
drawals of out of town bank funds occurred immediately 
following the mandatory elimination of interest pay
ments on demand deposits at the middle of June last 
year, and little change occurred in the New York bal
ances of such banks during the remainder of 1933. The 
reaccumulation of bank balances in New York during 
the past few months has reflected the growing volume 
of idle funds in banks throughout the country.

For the country as a whole, excess reserves in the 
last week of May were around $1,675,000,000, or prac
tically the same volume as a month previous. The ac
tual amount of member bank reserve balances reached 
a new high level at $3,767,000,000 on May 23, but the 
increase over a month previous was offset by a small 
increase in member bank reserve requirements, reflect
ing some further increase in their deposits. The present 
volume of member bank reserves is more than 40 per 
cent above the high point of $2,652,000,000 reached 
in 1929.

The main obstacle in the way of credit expansion con
tinues to be the difficulty of bridging the gap between 
the huge supply of funds seeking short term invest
ments on one hand, and the demand for long term credit 
on the other. Mortgage money continues scarce in most 
localities, and the flow of funds into business capital 
remains far below the average volume in past years. 
Institutions whose liabilities are largely payable on de
mand are reluctant to engage heavily in the supplying 
of long term credit, however, especially if means are 
not readily available for converting the investments into 
liquid funds in case of need. The supply of high grade 
bonds, the principal type of long term investment which 
is readily marketable, has become limited due to the 
virtual cessation of new corporation issues for a number 
of months past.

Reflecting this situation, the short term money mar
ket became still easier during the past month, although 
nominal money rates remained largely unchanged. The 
volume of brokers loans declined somewhat in May, the 
amounts of acceptances and open market commercial 
paper coming into the market were very small, and 
Government security issues were confined to sales of 
Treasury bills, almost entirely for refunding purposes. 
Yields on short term Treasury securities declined slightly 
further, and yields on long term Government bonds 
also reached new low levels for recent years.

Net Amounts Due to Other Banks by Weekly Reporting Member
Banks in New York City
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Money Rates at New York

May 31, 1933 April 30, 1934 May 31, 1934

Stock Exchange call loans..................... 1 1 1
Stock Exchange 90 day loans............... *H-1 *H-1
Prime commercial paper—4 to 6 months 2 1 1
Bills—90 day unindorsed......................
Customers’ rates on commercial loans..

X Vs-H X rH
f3 .55 f2.33 f2.38

Treasury securities
Maturing September (yield)............. 0.16 No yield No yield
Maturing December (yield).............. 0.18 No yield No yield

Average rate on latest Treasury bill sales
91 day issue....................................... 0.32 0.08 0.06

182 day issue....................................... 0.18 0.13
Federal Reserve Bank of New York re

discount rate....................................... 2K IX IX
Federal Reserve Bank of New York

buying rate for 90 day indorsed bills 2 X X

* Nominal f Average rate of leading banks at middle of month

M e m b e r  B a n k  C r e d i t

Demand and time deposits of the principal New York 
City banks declined slightly during the four weeks ended 
May 23, following the rapid increase of the preceding 
four months, and in reporting member banks else
where throughout the country the increase in deposits 
in May was considerably less rapid than in the preced
ing months, notwithstanding continued disbursements 
by the Government of funds which had previously been 
accumulated in Government depositaries through the 
sale of new securities. For all reporting member banks 
the increase in net demand and time deposits during the 
four weeks ended May 23 was only $42,000,000, as com
pared with increases of approximately $500,000,000 in 
each of the two preceding months. During this four 
week period Government disbursements appear to have 
been in the neighborhood of $300,000,000.

The principal factor in the retarded growth of deposits 
in May was a reduction of more than $200,000,000 in the 
total loans and investments of reporting member banks. 
About half of this amount represented a reduction in 
holdings of securities other than United States Govern
ment issues, which was due partly to the retirement of 
short term State and municipal issues out of the proceeds 
of spring tax collections. In addition, there was a further 
reduction of more than $100,000,000 in the total loans 
of the reporting banks, part of which was in security 
loans and part in other loans. This decline carried the 
total loans of these banks to a level somewhat below that 
of a year ago. A  comparison of the loans and invest
ments and deposits of reporting member banks with the 
figures for a year ago is given in the following table.

(In millions'of'dollars)

New York City 90 Other Cities

May 24 May 23 May 24 Mav 23
1933 1934 1933 1934

Loans
On securities.............................. 1,663 1,644 1,985 1,824
All other..................................... 1,624 1,548 3,080 2,989

Total....................................... 3,287 3,192 5,065 4,813

Investments
U. S. securities........................... 2,384 2,752 2,579 3,510
Other securities.......................... 1,115 1,057 1,899 1,933

Total....................................... 3,499 3,809 4,478 5,443
Total loans and investments. . . . . 6,786 7,001 9,543 10,256
Deposits

Net demand............................... 5,601 6,028 5,124 6,299
Time........................................... 685 674 3,593 3,790

Total....................................... 6,286 6,702 8,717 10,089

The discount market for bills remained very quiet 
during May despite an active investment demand, as 
the supply of new bills coming into dealers’ hands was 
of small proportions. The dealers continued the practice 
adopted in the first part of April of quoting rates only 
on application, but it was indicated that of the small 
volume of business transacted most of dealers’ purchases 
were at 3/16 per cent and most of their sales were at 
Ys per cent.

It appears that, in addition to the tendency of accept
ing banks and bankers to withhold from the market and 
keep as investments newly drawn bills coming into their 
hands, there has recently been some indication of a shift 
in the method of financing from acceptance credits to 
direct bank loans, which has tended to restrict the supply 
of bills in the market still further, and also to reduce 
the total volume of bills outstanding. During April, the 
total volume of bills outstanding was reduced $72,000,-
000 to $613,000,000, due partly to seasonal influences, 
and was $84,000,000 less than a year ago. Domestic 
warehouse credits declined $40,000,000 during April, 
export bills dropped $22,000,000, and bills based on 
goods stores in or shipped between foreign countries 
declined $10,000,000. The holdings of bills by the accept
ing banks and bankers decreased only $40,000,000 during 
April, however, so that the proportion of bills so held 
rose further to 87.4 per cent.

C o m m e r c i a l  P a p e r  M a r k e t

Investment demand for prime commercial paper con
tinued very active during May. Only a small portion 
of the demand was satisfied, however, as there continued 
to be a scarcity of new paper coming into the market, 
reflecting the limited borrowing requirements of indus
trial concerns that are able to use the facilities of the 
open market. The average run of prime four to six 
month commercial paper sold principally at 1 per cent, 
and occasional transactions in choice paper were con
summated at %  per cent, when such material became 
available; in fact, some business was done at rates as 
low as y2 per cent, but it was indicated that these sales 
involved unusually attractive paper of short duration 
and were not representative of general market condi
tions.

During April the amount of open market commercial 
paper outstanding increased 5 per cent further to $139,- 
000,000. This amount is 118 per cent above the April
1933 total and represents the highest level since Novem
ber 1931, but still is small compared to the volume of 
earlier years.

Security M arkets

Prices of the highest grade investment securities 
advanced further in May, while quotations for stocks and 
lower grade bonds showed a recession for the month, as 
the accompanying diagram indicates. Investment demand, 
which for some months has been manifest in rising 
prices for short term investments with resulting declines 
in yields, has recently been reflected also in considerable 
advances in prices of high grade corporate, municipal, 
and United States Government long term bonds.

In the market for high grade corporate bonds, prices 
advanced continuously during May to new highs for

B ill M arket

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

June 1, 1934



FEDERAL RESERVE AGENT AT NEW YORK 43
PRICE INDEX

Movements of Stock and Bond Prices (Moody’s Investors Service 
data for corporate bonds; Standard Statistics Company 

data for 90 stocks)

recent years, and in the Government bond market long 
term Treasury issues rose about %  of a point further, 
reducing their average yield to a new low of 2.89 per 
cent. Medium grade and speculative corporation bonds, 
meanwhile, declined rather steadily during the first 
two weeks of May concurrent with a sharp drop in stock 
prices, and just before the middle of the month the regu
larly available daily bond averages reached the lowest 
levels since the first part of April, while average stock 
prices in general touched the lowest point since early 
last November. The recession in stock prices in the last 
week of April and first two weeks of May amounted to 
about 15 per cent. A  partial recovery followed in which 
prices recovered about one-third of the early May decline, 
but after irregular fluctuations subsequently prices held 
only a part of this gain to the end of the month. Move
ments in prices of second grade corporation bonds were 
similar and toward the close of May the daily price 
averages remained around 2 points below their recent 
highs.

In the latter part of May, a marked falling off occurred 
in the volume of Stock Exchange trading. The stock 
turnover for the most part ranged between 500,000 and
900,000 shares daily, the smallest volume in the last 
decade, and trading in bonds likewise was less active 
than for some time past.
N ew  Financing

New security flotations during May were smaller than 
in April, but exceeded the volume of a year ago, due 
to a few sizable issues by governmental or semi-public 
borrowers. The principal issues offered in the past 
month were a $32,500,000 short term issue of the Fed
eral Intermediate Credit Banks, of which $20,000,000 
represented a refunding operation, and $20,000,000 of 
bonds of the Commonwealth of Pennsylvania issued for 
the payment of compensation to war veterans. The 
latter issue was sold at a price to yield from about 2.72 
to 2.88 per cent, depending upon maturity. In addi
tion, there was a $15,000,000 issue of ten month notes 
of the State of New York which were sold at 0.45 per 
cent, the lowest rate ever obtained by the State. These 
notes were taken in equal portions by three New York 
City financial institutions and no reoffering to the public 
occurred.

Another item of interest in the new financing of the 
past month was the sale of $8,000,000 of 15 year sinking 
fund bonds by the Brooklyn-Manhattan Transit Cor
poration. These bonds were sold orally by four banking 
houses acting individually, and not as a syndicate, to 
large investors within the State. No prospectus was 
issued and no use was made of the mails, so that it was 
not necessary to prepare and file the information re
quired by the Federal Trade Commission under the 
Securities Act of 1933 in connection with publicly offered 
security flotations. The New York Central Railroad 
Company’s issue of $59,911,000 of 10 year 6 per cent 
convertible bonds, which,was first reported in the March
1 issue of this Review, was entirely subscribed for by 
stockholders in May, thereby making it unnecessary 
for the underwriting syndicate or the Reconstruction 
Finance Corporation to take any of the bonds as had 
been arranged for in the event of an inadequate re
sponse by stockholders.

United States Treasury financing during May involved 
the sale of about $250,000,000 of 91 day Treasury bills 
and $200,000,000 of 182 day bills. As maturities totaled 
$425,000,000, the new issues provided $25,000,000 of new 
money for the Treasury. Rates for the new issues were 
slightly below those for similar issues floated in April, 
and therefore were at new low levels for this type of 
Government obligation. The 91 day issue dated May 
23 carried a rate of 0.06 per cent and the 182 day bills 
0.13 per cent.

Business Profits

Reports of first quarter earnings of 308 industrial and 
mercantile companies which have been published to 
date indicate considerable improvement in earnings over 
the first quarters of 1933 and 1932, but profits remained 
somewhat below the 1931 level. As the following 
diagram shows, the rate of profits in the first quarter 
of this year after seasonal allowance was somewhat 
higher than in the final, quarter of last year, coincident 
with a renewed pick-up in production and general busi
ness activity, but was somewhat lower than in the third 
quarter of last year which marked the high point for 
profits since 1931.

All of the groups of companies listed in the table, 
except aviation companies, reported a better showing 
than in the first quarter of 1933; with that exception all 
groups that had net earnings a year ago had larger net 
earnings this year, and all other groups either showed 
some net profits in place of deficits, or reduced the 
amount of their deficits compared with 1933. Most of 
the groups also had better results than in the first three 
months of 1932, and some of the groups showed improved 
earnings compared with 1931 also. The groups that 
showed larger profits than in any of the past three years 
included the automobile parts and accessories companies, 
clothing and textile concerns, coal and coke and miscel
laneous mining and smelting concerns, companies pro
ducing household and office equipment, and oil com
panies. Of the 308 concerns whose returns are summar
ized in the table, 69 per cent had at least some net profit 
in the first quarter of this year, compared with only 37 
per cent a year ago, 49 per cent in 1932, and 69 per 
cent in 1931.
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Net operating income of telephone companies was 
moderately larger than in the first quarter of 1933 and 
nearly up to the 1932 level, but net earnings of other 
public utility companies were virtually unchanged from 
the relatively low level of a year ago, despite an increase 
in the volume of their business. For the railroads, the 
first quarter of this year was distinctly a more profitable 
period, with net operating income three times the very 
small amount earned in the first quarter of 1933, and 
slightly larger than in 1931. The rise of operating 
income to the 1931 level means that in the aggregate 
fixed charges of Class I railroads are now being fully 
earned.

(Net profits in millions of dollars)

Corporation group

No.
of

Cos.

First Quarter

1931 1932 1933 1934
Automobile....................................... 15 30.3 2.0 — 5.4 27.9
Automobile parts and accessories

(excl. tires).................................... 33 4.4 — 3.5 — 5.0 8.7
Aviation............................................ 5 0.3 1.1 0.3 — 0.6
Building supplies..............................
Chemical and drugs.........................

11 1.3 — 2.3 — 3.5 — 0.4
20 26.3 17.8 11.3 24.6

Clothing and textiles....................... 8 — 0.4 — 0.4 — 0.3 0.8
Coal and coke................................... 7 0.6 — 0.6 — 1.1 1.4
Copper............................................... 6 — 0.1 — 1.2 — 2.2 — 0.4
Electrical equipment........................ 8 7.9 2.1 — 2.3 2.6
Food and food products.................. 38 37.2 27.3 20.1 28.0
Household equipment...................... 6 0.5 — 1.2 — 1.0 0.8
Machinery......................................... 12 1.6 — 2.3 — 1.9 0.6
Mining and smelting (excl. coal,

coke and copper).......................... 10 4.8 2.4 2.1 9.5
Motion picture and amusement. . . . 6 7.0 1.7 0.9 3.9
Office equipment............................... 6 2.5 1.7 1.0 2.8
Oil...................................................... 27 —12.9 — 4.3 —29.0 9.1
Paper................................................. 6 1.1 0.1 — 0.1 0.4
Printing and publishing................... 4 5.3 3.0 0.8 1.4
Railroad equipment......................... 9 2.6 — 0.8 — 2.4 — 0.8
Steel................................................... 20 6.8 —29.3 —35.8 — 7.7
Tobacco............................................. 6 1.3 0.6 0.1 0.5
Miscellaneous................................... 45 6.4 2.0 0.1 5.9

Total 22 groups........................ 308 134.8 15.9 —53.3 119.0

Telephone (net operating income). . 
Other public utilities (net earnings)

102
67

69.3
109.5

50.8
96.8

41.4
81.3

49.1
81.2

Total public utilities................. 169 178.8 147.6 122.7 130.3

Class I Railroads (net operating 
income).......................................... 149 106.2 65.4 34.5 112.2

— Deficit

Foreign Exchanges

The strength of the foreign exchanges against the dol
lar which was manifest in the latter part of April was

not evident in May. The principal foreign currencies 
fluctuated irregularly during the first ten days of the 
month and then held comparatively steady during the 
next two weeks at levels below those reached toward the 
end of April, and in some instances below the average for 
that month. During the final week of May the dollar 
made further gains and on the 29th the closing rates for 
foreign currencies generally showed a net loss for the 
month, with quotations for the gold currencies at a 
discount from parity.

After an irregular decline early in the month, the 
pound sterling was quoted at a rate of about $5.11 from 
May 10 to 21, but declined further to $5.08% at the close 
on May 23. During the middle of the month the French 
franc hovered in the vicinity of $0.0661, but fell below 
this figure on the 25th and closed at $0.065914 on the 
29th. Belgas, guilders, and Swiss francs were somewhat 
more irregular than the French currency during the 
second and third weeks of May, and evinced temporary 
signs of strength for a few days after the 20th, but all of 
these currencies declined subsequently. The reichsmark 
was the most irregular of the major currencies, fluctuat
ing in quick movements between $0.3948 and $0.3965 in 
the period ended May 23, after which it weakened 
sharply to $0.3915 on the 26th. Lire were weak through
out most of the month at a discount of over 4%  per 
cent from parity.

Japanese yen, Argentine pesos, and the Scandinavian 
units continued to reflect the influence of sterling, and 
the Brazilian milreis showed a somewhat closer affilia
tion with the broad movements of British exchange than 
for some months past. The silver currencies, moving 
contrary to the general list, gained irregularly in keeping 
with changes in the price of silver. Except for a few 
days around the middle of the month Canadian dollars 
did not vary materially from a rate of about $1.0025, 
which was approximately the April average.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange May 31, 1933 April 30, 1934 May 29, 1934
$ .2354 $ .1650 $ .2352 $ .2337

Denmark........................ .4537 .1785 .2296 .2271
8.2397 3.9888 5.1350 5.0775

.0663 .04655 .06635 .06593

.4033 .2770 .3970 .3910
Holland........................... .6806 .4750 .6812 .6770

.0891 .0617 .0855 .0849

.4537 .2030 .2581 .2555

.3267 .1014 .1375 .1368

.4537 .2040 .2648 .2622

.3267 .2290 .3260 .3250

1.6931 .8856 1.0031 1.0031
.7187 .3045 .3423 .3385
.2026 .0763 .0870 .0858

1.7511 .5663 .8000 .8000

.8440 .2450 .3045 .3019

.6180 .3005 .3880 .3823
.2550 .3275 .3288

G old M ovem en t
During the month of May imports of gold into the 

United States declined considerably as compared with 
preceding months since the inward movement began in 
February. Purchases of imported gold by the New York 
Assay Office during May amounted to $27,300,000 of 
which $9,400,000 came from India, $8,400,000 from 
Canada, $7,400,000 from England, $1,500,000 from 
Mexico, and $400,000 from France. On the Pacific Coast
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there were imports of $2,600,000 of gold from China. 
Gold held under earmark for foreign account at the 
Federal Reserve Bank of New York showed a net reduc
tion of $450,000 during May. Releases totaled $3,000,000, 
of which $1,750,000 was exported to England and the 
balance was sold to the New York Assay Office; these 
releases were largely offset by an earmarking of $2,550,-
000 of gold which was imported from Colombia. In addi
tion, there were receipts of scrap gold by the mints and 
assay offices, which averaged about $1,500,000 a week, 
and receipts of newly mined domestic gold which 
averaged around $2,000,000 a week.

Foreign Trade

The total value of this country’s foreign merchandise 
trade in April was slightly lower than in March, but 
after allowing for seasonal variations and differences 
in the number of days, both exports and imports showed 
some increase. Exports, amounting to $179,444,000, 
were 71 per cent higher than in April 1933 and imports 
at $157,908,000 were 79 per cent larger. These increases 
in the value of our foreign trade reflect in considerable 
measure advances in the prices of leading commodities 
entering into import and export transactions, but to 
some extent reflect also an increase in quantities.

The quantities involved in four important items in 
the foreign trade of this country are shown in the accom
panying diagram, which indicates the current volume 
compared with a year ago and with 1929. Chief among 
the exports of finished manufactures are automobile 
exports, which have increased considerably since last 
November to a level three times the small volume a year 
ago. The April figure remained, however, less than half 
of the 1929 volume. Among the raw material exports, 
the principal item, raw cotton, has been exported this 
year in quantities about the same as a year ago or in 
1929, but since March there has been a noticeable falling 
off in cotton shipments.

Imports of rubber, one of the principal import com
modities, increased markedly in the middle of 1933 and 
in recent months have continued to run considerably 
ahead of a year ago. Quantity imports of silk in the 
first four months of this year have aggregated about the

same as in the corresponding period a year ago, although 
April showed some decline.

Production
During May there was some evidence of an interrup

tion of the recent upward movement of manufacturing 
activity. In the steel industry output was further ex
panded during the first half of the month, reaching a 
level at least equal to the temporary peak of July 1933, 
but subsequently some reduction in operation was re
ported, in keeping with the seasonal tendency of past 
years. Despite this recession steel production for the 
month as a whole apparently was larger than in April. 
On the other hand, the output of automobiles is reported 
to have been smaller than in the previous month, and 
operations in the cotton and silk textile industries were 
reduced. This bank’s weekly index of electric power 
production, which is adjusted for seasonal changes, 
turned slightly downward in May, following small ad
vances in the previous few months; the short period 
movements of this index are influenced largely by fluc
tuations in industrial consumption of electricity, and 
therefore tend to reflect changes in general industrial 
activity.

In April, a further increase was shown in manufac
turing output in continuation of the upward movement 
which had been in progress since the final months of 
1933. The principal increases in operations were re
ported in industries such as the automobile industry 
where April production, at 361,000 units, reached the 
highest level since the spring of 1931, and the steel in
dustry where operations, at 54 per cent of capacity, 
were only slightly below the July 1933 peak level and 
with that exception were also the highest since the 
spring of 1931. In both of these industries the gains 
exceeded the estimated seasonal expansion from March 
to April. On the basis of indirect evidence provided by 
employment data, increases in activity occurred also in 
the machinery and railroad equipment industries. Oper
ations in the meatpacking industry were temporarily in
creased during April to take care of heavy shipments of 
hogs from drought areas. The production of cement 
showed a smaller than seasonal increase, however, and 
lumber output declined somewhat.

Quantities of Important Commodities in Export and Import Trade of the United States, 1934 Compared with 1933 and 1929
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Notwithstanding the increase in manufacturing ac
tivity, however, the index of basic industrial produc
tion computed by the Federal Reserve Board remained 
unchanged in April at 85 per cent of the 1923-25 average, 
due to a sharp decline in production of bituminous coal, 
which was partly associated with labor disturbances, 
and an equally large decline in anthracite production.

(Adjusted for seasonarvariations and usual year to year growth)

1933 1934

April Feb. March April

Metals
Pig iron...................................................... 18 41 46 49
Steel ingots................................................ 29 53 56 62
Lead........................................................... 39 54 49 47
Zinc............................................................ 40 59 59 56
Tin deliveries............................................. 56 44 48

Automobiles
Passenger cars........................................... 30 50 50 54 p
Motor trucks............................................. 41 83 83 95 p

Fuels
Bituminous coal......................................... 58 77 91 7Gp
Anthracite coal......................................... 50 110 112 85 p
Coke........................................................... 37 60 63
Petroleum, crude...................................... 66 68 70 71 p
Petroleum products.................................. 66 65 65
Electric power............ .............................. 64 66 6 5p 66 p

Textiles and Leather Products
Cotton consumption................................. 82 82 86 85
Wool mill activity..................................... 64 92 90 81p
Silk consumption....................................... 78 60 64 65
Rayon deliveries....................................... 103 91 85
Shoes.......................................................... 94 104 103p

Foods and Tobacco Products
Livestock slaughtered............................... 106 95 91 104
Wheat flour............................................... 116 91 89 87
Sugar deliveries......................................... 92 96 82 108p

78 85 78 81

Miscellaneous
Cement...................................................... 30 55 51 45
Tires........................................................... 49 85 90
Lumber...................................................... 27 33 43 37
Printing activity....................................... 53 64
Newsprint paper....................................... 67 72 74 77

p Preliminary

E m p lo y m e n t
A further substantial increase in employment from 

March to April is indicated by available data. It is 
estimated that over 400,000 workers were returned to 
employment in this period, of which about 250,000 found 
jobs in private industry, 85,000 were engaged on projects 
financed by the Public Works Administration, and
65,000 were enlisted by the Civilian Conservation Corps.

Although the seasonal tendency from March to April 
is downward, factory working forces increased 2 per 
cent and payrolls rose 4 per cent, according to the in
dexes of the Bureau of Labor Statistics. The larger 
proportionate gain in payrolls than in employment was 
the result of wage rate advances, particularly in steel 
mills and automobile factories. Although increases in 
working forces were quite general among the various 
manufacturing lines, they were most pronounced in the 
industries engaged in the production of durable goods, 
such as iron and steel, automobiles, machinery, railroad 
equipment, and building materials. Despite the recent 
improvement, however, employment in most of these 
industries remains far below pre-depression levels.

This is illustrated by the accompanying diagram which 
shows indexes of employment in the shoe, clothing, and 
building material industries in New York State since 
1929. Apart from seasonal fluctuations, the course of 
employment in all of these industries was quite con-

PER CENT

( N e w  Y o r k  S t a t e  D e p a r t m e n t  o f  L a b o r  d a t a ;  1 9 2 5 - 2 7  
a v e r a g e  =  1 0 0  p e r  c e n t )

sistently downward from the early part of 1930 to the 
middle of 1932. During the past two years, however, 
working forces in the clothing and shoe industries have 
been increased markedly; employment in shoe factories 
now compares favorably with the 1929 peak level, and 
in the clothing industry the number of workers em
ployed is only slightly smaller than in 1929, whereas in 
the production of building materials working forces, al
though somewhat above the lowest levels reached in the 
depression, are still less than half as large as in 1929, 
and about one third as large as the average in the years 
1925 to 1927. Moreover, it is likely that a considerable 
part of the modest improvement which has occurred in 
this industry during the past year reflects demand for 
materials in connection with publicly financed construc
tion projects rather than a resumption of private build
ing activity.

Supplementing the increased employment on construc
tion work financed by funds provided by the Public 
Works Administration, the number of workers engaged 
on privately financed building projects increased con
siderably from March to April, in keeping with the sea
sonal tendency. Moderate gains were reported also in 
employment in trade and service industries and on rail
roads. In coal mining working forces declined sharply, 
however, owing partly to labor disputes in some of the 
bituminous fields.

C om m odity Prices
The prices of several of the principal basic commodi

ties, which had moved within a relatively narrow range 
from the beginning of February to the middle of April, 
have shown wide fluctuations in recent weeks. The price 
of wheat, following an abrupt decline in the latter part 
of April, recovered sharply during May, owing at least 
in part to reports of serious crop damage brought about 
by insufficient rainfall, and the cash price of Number 1 
Northern wheat at Minneapolis reached $1.05 a bushel, 
the highest quotation since last July. Cotton, after 
reaching a four year peak of 1 2 ^  cents a pound early 
in March, dropped to 11 cents in the latter part of April, 
but recovered about half of this decline during May. The 
price of rubbber rose steadily from 11 cents a pound at 
the end of March to 1 5 ^  cents early in May, accom
panying the negotiation of an agreement among the
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principal producing countries to control output and 
exports, but a pronounced downward tendency was 
evident during the remainder of the month, which can
celed most of the previous gain. Scrap steel prices, which 
are regarded as a fairly good barometer of the steel 
industry, declined at Pittsburgh from $14.75 a ton early 
in March to $12.00 in the latter part of May, the lowest 
quotation since the end of 1933. Among the other im
portant basic commodities, declines occurred during May 
in several of the non-ferrous metals and in livestock, 
wool, and hides, while increases were shown in corn and 
the other grains, accompanying the rise in wheat.

Recent wide movements of commodity prices have been 
largely confined to a few primary materials, however, 
and the general level of wholesale commodity prices, as 
measured by the widely inclusive weekly index of the 
Bureau of Labor Statistics, remained during May at 
about the level of the previous three months. With the 
exception of increases in finished steel, building materials, 
and automobiles, and some recession in textile products, 
the prices of manufactured goods have shown a high 
degree of stability for several months.

Indexes of Business A ctiv ity
The level of general business activity appears to have 

been fairly stable during April and the first half of May. 
This stability is reflected in the accompanying diagram, 
which shows the weekly index of merchandise and mis
cellaneous freight traffic computed by this bank. Since 
the middle of January railway freight traffic of these 
two classifications has shown only slight fluctuations, 
after seasonal adjustment, around a level about as high 
as at any time since early 1932, but has remained far 
below the long term trend indicated by the data for past 
years. Retail trade in New York and vicinity during 
the first half of May also showed about the usual change 
from the April level, which appears to have been some
what higher than in January and February, although 
below the relatively high level of March.

Passenger automobile registrations and the volume 
of advertising showed little change in April, after 
seasonal adjustment, but increases occurred in this 
bank’s indexes of the volume of check payments and 
foreign trade. The movement of bulk commodities by

PER CENT

Index of Railroad Loadings of M iscellaneous and Less than Carload 
Freight (Federal Reserve Bank of New York index, adjusted for 

seasonal variation and long time growth)

rail diminished somewhat, but the decline was wholly 
accounted for by a sharp reduction in coal shipments.

47

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1933 1934

April Feb. March April

Primary Distribution
Car loadings, merchandise and misc....... 52 60 60 60
Car loadings, other................................... 51 68 69 60

42 55 55 59p
49 53 59 63 p

Waterways traffic...................................... 42 39 66
Wholesale trade........................................ 85 96 96 86

Distribution to Consumer
Department store sales, U. S................... 75 70 74 72
Department store sales, 2nd Dist............ 81 69 77 73
Chain grocery sales................................... 60 49 49 47
Other chain store sales............................. 75 76 80 72
Mail order house sales.............................. 72 72 61 72
Advertising................................................ 50 55 p 59p 60p
Gasoline consumption............................... 68 68 70
Passenger automobile registrations......... 28 42 49p 50 p

General Business Activity
Bank debits, outside New York City... . 55 59 60 66 p
Bank debits, New York City. ................. 53 49 47 56
Velocity of demand deposits, outside New

York City.............................................. 72 72 72 77
Velocity of demand deposits, New York

52 59 54 63
Shares sold on N. Y. Stock Exchange. . . 125 150 62 64
Life insurance paid for............................. 67 68 67 73
Employment in the United States.......... 59 76 79
Business failures........................................ 85 43 41 46
Building contracts..................................... 11 28 30 22
New corporations formed in N. Y. State- 71 56 56 60
Real estate transfers................................. 58 46 47

General price level*................................... 124 136 136 137p
Composite index of wages*...................... 170 180 181 183p
Cost of living*........................................... 126 138 139 139

p Preliminary *v 1913 average=100

Building
During April the value of contracts awarded for pub

licly financed construction projects, which currently ac
count for the major portion of total contracts awarded, 
was 40 per cent smaller than in the previous month. 
Privately financed building showed only a moderate 
seasonal increase, and this bank’s index of total build
ing contracts declined to 22 per cent of the long term 
trend of building in past years, as compared with 30 
per cent in March and 54 per cent last December. This 
index, which is shown in the following diagram, is 
adjusted for estimated changes in building costs and 
therefore is designed to measure the physical volume 
rather than the dollar value of construction work under
taken. The April level was double the low figure of a 
year ago, but remained slightly below the average level 
of 1932.

The pronounced rise in construction contracts in the 
second half of 1933 reflected principally the placing of 
contracts for projects financed by the Public Works 
Administration, and the decline since the end of 1933 
has been the result of a falling off in such awards. The 
total value of contracts awarded in April for privately 
financed building was 44 per cent larger than in the 
corresponding month of 1933, but building costs have 
risen materially during the past year, and the increase 
in the actual volume of private construction work was 
undoubtedly much smaller than is indicated by the dollar 
figures. It appears therefore that apart from the stim
ulus to the construction industry provided by the ap
plication of public funds, there has been little recovery
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PER CENT

Locality

New York...................................
Buffalo........................................
Rochester...................................
Syracuse.....................................
Newark.......................................
Bridgeport..................................
Elsewhere...................................

Northern New York State. .. 
Southern New York State. .. 
Hudson River Valley District
Capital District.....................
Westchester District..............

All department stores........

Apparel stores....................
Index of Building and Engineering Contracts Awarded in 37 Eastern  

States (F . W . Dodge Corporation data adjusted for estimated 
changes in construction costs, seasonal variation, and long 

term growth)

in building activity from the extremely low levels 
reached during 1932 and the first quarter of 1933.

During the first half of May total awards of building 
contracts showed a further moderate decline in keeping 
with the seasonal tendency. Reductions occurred in 
both publicly and privately financed undertakings.

Departm ent Store Trade

During the first half of May, department store sales 
in the Metropolitan area of New York were about 6%  
per cent higher than in the corresponding period a year 
ago, and excluding liquor sales from this year’s figures, 
the increase amounted to a little over 4 per cent.

For the month of April, total sales of the reporting 
department stores in this district were slightly below a 
year ago, and excluding liquor sales the decline was 21/2 
per cent, following four months in which year to year 
advances had been shown. The decrease in sales was 
attributable to the fact that Easter buying occurred in 
March this year whereas it was done largely in April 
last year, and in addition there was one less Saturday 
in April this year, but even after allowance for these 
factors it appears that retail trade was not quite as 
good in April as in March. Moderate advances in sales 
were reported by the Bridgeport and Capital District 
department stores, and there was practically no change 
in sales from a year ago in the New York, Buffalo, and 
Hudson River Valley District department stores. With 
the exception of Westchester and Northern New York 
State, the declines in sales shown by the remaining local
ities were quite moderate. Sales of the leading apparel 
stores in this district were practically unchanged from 
a year ago.

The average rate of collections in April of accounts 
outstanding March 31 again was somewhat higher than 
in 1933 for department stores in all localities and in 
apparel stores also. Stocks of merchandise on hand, 
at retail valuation, continued to show substantial in
creases over a year ago.

Percentage 
change 

April 1934 
compared with 

April 1933

Net
sales

+  0.5 — 0.8 — 1.8
— 7.5
— 3.9 
+  6.7
— 1.5 
— 17.2
— 4.9
— 0.4 
+  9.2 
—15.4
— 0.4

0.5

Stock 
end of 
month

+28.8  
+13.8  
+17.5  
+  5.9 +22.8 
+15.4  
+  4.4

+24.4

+39.0

Per cent of 
accounts 

outstanding 
March 31 

collected in 
April

1933

45.0
37.1
40.1 
25.8
38.1 
28.0
26.2

40.2

39.7

1934

48.7 
41.4 
45.2
38.0
40.7
37.1 
27.0

42.7

W holesale Trade

In April, total dollar sales of the reporting wholesale 
firms averaged about 28 per cent higher than a year ago, 
a somewhat smaller increase than in the three previous 
months but a considerably larger one than in the latter 
part of 1933. Sales of paper and stationery showed 
even larger increases than the unusual advances re
ported for March, but sales of the hardware, grocery, 
cotton goods, men’s clothing, diamond, and jewelry firms 
were ahead of a year ago by smaller percentages than in 
the immediately preceding months. Wholesale drug sales 
showed a substantial increase over a year ago, which, 
however, was not as large as in March. Shoe concerns 
reported only a small increase in sales, following large 
advances in the two previous months, and sales of silk 
goods, reported in yardage by the National Federation 
of Textiles, Incorporated, declined much more from a 
year ago than in the three previous months.

The dollar value of stocks held by grocery, hardware, 
and drug firms at the end of April continued to be well 
above that of a year ago, and the decreases in stocks of 
the diamond and jewelry concerns were slightly less than 
at the end of March.

Commodity

Percentage 
change 

April 1934 
compared with 

April 1933

Per cent of 
accounts 

outstanding 
March 31 

collected in 
April

Net
sales

Stock 
end of 
month 1933 1934

+18.7* 
+32.3  
+27.9  
—29. If 
+  4.1 
+26.2  
+17.9  
+42.0  
+43.9  
+22.4  

+169.4

+54.7 85.6 94.7
Men’s clothing.............................................. 36.2 36.7

30.4 36.3
+  0.6+ 64.4 62.3

Shoes.............................................................. 46.7 44.7+io'.i
+18.9

20.1 28.3
Hardware....................................................... 39.9 40.0

52.5 51.1
35.2 

{ 17.1
51.2

— 1.8
—21.9 j 29.4

Weighted average................................. +27.6 51.9 56.1

* Including liquor sales; exclusive of liquor sales increase amounted to 4.9 per cent, 
f Quantity figures reported by the National Federation of Textiles, Incorporated, 

successor to the Silk Association of America, Incorporated; not included in 
weighted average for total wholesale trade.
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Seasonal Variation (1 9 2 3 -2 5  aver
age =  100 per cent)

Indexes of Daily Average Value of Department 
Store Sales (1 9 2 3 -2 5  average = : 100  

per cent)

Group Price Indexes of Bureau of Labor Statis
tics (1 926  average =  100 per cent)

Wednesday Figures for Reporting Member
Banks (Latest figures are for May 16)

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

V OLUME of manufacturing production increased during April, while the 
output of mines declined. Employment and payrolls continued to in

crease. The general level of commodity prices remained substantially un
changed during April and the first three weeks in May, although prices of 
individual commodities showed considerable changes.

P r o d u c t io n  a n d  E m p l o y m e n t

Production of manufactures, which had increased continuously since last 
November, showed a further advance in April, according to the Board’s 
seasonally adjusted index, while output o f mines was smaller in April than 
in March. The Board’s combined index o f industrial production remained 
practically unchanged at 85 per cent of the 1923-1925 average. The growth 
in manufacturing reflected increases in iron and steel, automobiles, and meat
packing. Lumber production declined in April, and activity at wool and 
silk mills was considerably reduced, while cotton consumption by mills showed 
little change. Crude petroleum output continued to increase, but there was 
a more than seasonal decline at the beginning of April in the mining of both 
anthracite and bituminous coal. During the first two weeks of May steel 
operations increased further, but declined somewhat in the third week. Out
put of automobiles decreased considerably in May.

Volume of employment and wage payments continued to increase in April, 
and employment in factories, according to the new index o f the Bureau of 
Labor Statistics, was larger than at any time since the end of 1930. There 
was a substantial seasonal increase in the number of workers employed in 
private construction as well as in those engaged in projects financed by the 
Public Works Administration. Employment on railroads, in metal mining 
and quarrying, and in various service activities also increased further, while 
in coal mining there was a considerable decrease.

Construction contracts awarded during April, as reported by the F. W. 
Dodge Corporation, were smaller in value than during March. There was a 
substantial decline in public works contracts, while contracts for privately 
financed projects showed a slight increase in April.

Following extended drought in important grain areas, the Department 
of Agriculture forecast of the winter wheat crop was reduced from 492,000,000 
bushels on April 1 to 461,000,000 bushels on May 1. This compares with 
a five year average for 1927-1931 of 632,000,000 bushels. The condition of 
rye, hay, and pastures has also been adversely affected by the drought.

D is t r i b u t i o n

Railroad freight car loadings declined in April as compared with March, 
and in the first half of May there was a smaller than seasonal increase in 
total loadings. The April decline was largely the result of a substantial 
decrease in coal shipments from the relatively large volume of March. De
partment store sales showed little change from March to April, after allow
ance is made for differences in the number of business days, for usual sea
sonal changes, and for changes in the date of Easter. Sales continued larger 
than a year ago.

C o m m o d i t y  P r ic e s

The general level o f wholesale commodity prices, as measured by the 
Bureau o f Labor Statistics index, has shown little change during the past 
three months. Prices of grains, cotton, silk, and silver, which declined sharply 
in April, rose during the first three weeks of May. Rubber prices advanced 
sharply until early in May but subsequently declined somewhat, and prices 
of textile products declined during recent weeks. Steel scrap has declined 
since March, while finished steel products, automobiles, nonferrous metals, 
and building materials advanced. Cattle and beef prices rose during April 
and the early part of May, while prices of hogs declined.

B a n k  Credit

Excess reserves of member banks remained at a level of about $1,600,- 
000,000 between the middle of April and the middle of May. There were 
110 considerable changes in monetary gold stock or in money in circulation. 
The total volume of Reserve Bank credit also showed little change.

At reporting member banks in leading cities in the five weeks ended 
May 16 there were decreases of about $240,000,000 in loans and o f $80,000,000 
in investments, the latter reflecting a decrease in holdings of securities other 
than those of the United States Government. Net demand and time deposits 
increased by nearly $200,000,000, while United States Government deposits 
were reduced by about $300,000,000.

Short term money rates in the open market continued at low levels during 
May and yields on United States Treasury bonds declined further to the lowest 
levels of the post-war period.
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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 July 1, 1934

M on ey M arket in June

The money market during the past month has shown 
the effects of continued pressure of funds to find em
ployment. Y ield s on highest grade short term invest
ments having approached the vanishing point, the 
decline in money rates in Ju n e  took the form  largely  
of further reductions in yields on medium and long 
term investments.

The accom panying diagram  reviews the course of 
representative interest rates of various types for several 
years past. The decline in short term  money rates 
during the past few  years to the lowest levels on record 
has been followed by a gradual decline in yields on the 
highest grade long term investments. Consequently, 
yields on the best grade bonds have now reached levels 
below those prevailing at the beginning of 19 2 8  and in  
1 9 3 1 ,  and are the lowest in m any years.

Although the volume of Government bonds outstand
ing has increased as a result of the depression, the 
supply of funds available for employment has increased 
even faster during the past two years and especially 
since the bank holiday. Consequently, although there 
have been occasional periods of uncertainty when prices 
of Government bonds have declined sharply and yields 
have risen correspondingly, the general tendency of 
yields on Government securities has been downward for  
m any months. The average yield on long term Govern
ment bonds in the latter p art of Ju n e  was around 2.80  
per cent, the lowest yield since before the w ar.

H ighest grade corporation bonds also have tended 
to follow short term money rates in general direction, 
though not in m agnitude of movement, but these issues 
also were influenced for a time by the low level of public 
confidence. Recently, however, prices of such securities 
have advanced fa ir ly  rapidly, reflecting the large volume 
of funds available fo r investment and also the limited 
supply of new securities coming into the market, and 
the average yield on the group of A a a  bonds represented 
in the diagram  has declined from  well above 5 per 
cent in 19 3 2  to slightly less than 4 per cent.

Low er grade bond yields moved in the same general 
direction as short term money rates until 19 30 , but since 
that year they appear to have been influenced chiefly 
by business tendencies. The average yield on a repre
sentative group of bonds of medium grade rose above
1 1  per cent for a time in 19 3 2 , reflecting an extra
ordinarily low ebb in business and business profits, and

also in public confidence concerning the business and 
financial outlook. Since the middle of 1 9 3 2  a moderate 
improvement in the business situation, a large accum u
lation of idle funds in the banks, and a greater inclina
tion on the p art of investors generally to employ their 
funds have been accompanied b y a v ery  rapid decline 
in the yields on bonds of medium grade, so that the 
average rate of return on the group shown in the 
diagram  has declined to slightly over 6 per cent, the 
lowest rate of return since the early autumn of 19 30 . 
The demand for securities of this type, however, is not 
yet as keen as for the highest grade bonds, and the 
m argin between yields on medium grade bonds and 
yields on higher grade bonds remains w ider than in the 
period from  19 2 8  to 19 30 , no doubt reflecting the fact  
that business is still fa r  below capacity operations and 
business profits are correspondingly lower than in 
prosperous years.

In  general, the decline in long term money rates has 
progressed to the point where m any borrowers of high

•ni'iv/u nniu w V..
1928 1929 1930 1931 1932 1933 1934

Comparative Movements of Yields on Long Term Investments and 
Rates on Bankers Acceptances since 1928 (Moody’s Investors 

Service data for corporation bonds)
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credit standing are able to obtain funds at unusually 
low cost, and in some cases such borrowers are now tak
ing steps to retire securities bearing relatively high 
coupon rates through the sale of new securities bearing 
lower coupon rates. Thus far, however, operations of 
this kind have been largely confined to public or semi
public institutions, and little has been attempted along 
this line by corporations whose senior securities are 
given high rating, but whose securities have been sub
ject to the provisions of the Securities Act. Corporate 
borrowing through the sale of new issues of types which 
would be rated as medium grade securities remains 
virtually at a standstill, despite the improvement in 
prices of outstanding bonds of this class.

E x c e s s  R eserves

In the first half of June, excess reserves of all member 
banks increased further, due largely to Government 
financial operations together with further moderate im
ports of gold, and reached a new high level at an 
amount only slightly below $1,800,000,000. At the mid
dle of the month, however, there was a temporary re
duction of approximately $200,000,000 due largely to 
Treasury operations connected with the sale of new 
security issues on the quarterly tax date. A  consider
able number of banks that subscribed to the new 
Treasury securities issued on June 15 elected to pay for 
the securities with cash rather than with book credit, 
and consequently a substantial volume of funds was 
transferred from member banks to the balances main
tained by the Treasury in the Reserve Banks. This 
movement was supplemented by the usual quarterly in
come tax collections. During the remainder of the 
month some of these funds were disbursed gradually 
by the Government, but excess reserves, although in very 
large volume, did not reach as high a level as in the 
first half of the month.

In New York City the volume of excess reserves of 
member banks averaged slightly higher in June than in 
the previous month, ranging from about $475,000,000 
to about $575,000,000. Short term money rates in the 
New York market remained at practically the same low 
levels as a month ago, as the following table indicates. 
The only quotable changes were slight further declines 
in open market commercial paper rates and in yields on 
short term Government securities.

Money Rates at New York

June 30, 1933 May 31, 1934 June 29, 1934

Stock Exchange call loans..................... 1 1 1
Stock Exchange 90 dav loans................ H

1 X -1 H
H

+3.42

No yield 
0.04

* H -l

X - X
+2.38 

No yield

*% -l
Prime commercial paper—4 to 6 months
Bills—90 day unindorsed.......................
Customers’ rates on commercial loans.. 
Treasury securities

Maturing September (yield)..............

U -1 
X rH  

f2.13

No yield
Maturing December (yield).............. No yield 

0.50

0.06

No yield
Maturing December 1935 (yield). . . .  

Average rate on latest Treasury 
bill sales ̂
91 day issue....................................... 0.27

0.28

182 day issue ..................................... 0.13 0.07
Federal Reserve Bank of New York re

discount rate....................................... 2 X I X I X
Federal Reserve Bank of New York 

buying rate for 90 day indorsed bills 1 X X

* Nominal f  Average rate of leading banks at middle of month

During the four weeks ended June 20 the total loans 
and investments of weekly reporting member banks in
creased more than $400,000,000 to a new high level for 
the past two years. Approximately half of the increase 
was in New York City banks and half was in reporting 
banks in other cities throughout the country. The prin
cipal factor in each case was an increase in Government 
security holdings, which reached new high levels in June 
due chiefly to purchases of the new securities sold by 
the Treasury on June 15. In addition, there was an 
increase of nearly $100,000,000 in the security loans of 
the New York banks during the four weeks, and small 
increases occurred in New York City and elsewhere in 
the holdings of securities other than United States 
Government issues.

Net demand deposits in the reporting member banks 
increased more than $300,000,000 during the three weeks 
ended June 13, but nearly all of the increase was can
celed by a reduction in the subsequent week, so that 
this class of deposits showed only a small increase for 
the month. The reduction in the week ended June 20 
apparently resulted largely from subscriptions to the 
new Government security issues and from income tax 
collections, and Government deposits in the reporting 
banks increased nearly $450,000,000 during that week 
to the highest level since the first week of April.

B ill  M a r k e t
As for several months past, the discount market for 

bills was extremely quiet in June. Very few bills came 
into the market, due both to the tendency of accepting 
banks to hold as investments the new bills created and 
also to the decrease in the total volume of bills outstand
ing. The dealers’ portfolios of bills remained at a 
minimum, as whatever small amounts of bills did find 
their way into the market were quickly absorbed by 
purchasers, mostly at a yield of %  Per cent. No general 
buying and selling rates were quoted by the dealers, 
who continued the practice initiated in April of quoting 
rates only on application.

For the fourth consecutive month, the volume of 
bankers bills outstanding showed a decline. At the end 
of May the total outstanding was $569,000,000, the 
smallest volume since August 1925. The decline for 
the month amounted to $44,000,000 and since January 
to $202,000,000, reflecting principally reductions in the 
volume of domestic warehouse credits and bills based 
on exports and goods stored in or shipped between 
foreign countries. The May decline in bills outstanding 
was greater than the decrease in the holdings of accepting 
banks and bankers, whose portfolios on May 31 amounted 
to $507,000,000, or 89 per cent of all bills then 
outstanding.

C o m m e r c ia l  P a per  M a r k e t

Open market rates for commercial paper declined 
somewhat in June to new low levels. At the beginning 
of the month the dealers generally were quoting average 
grade prime four to six month paper at 1 per cent, 
with some sales at %  per cent. Subsequently, sales at 
the %  per cent rate became an increasingly important 
factor in the rate structure, and around the middle of

M ember  B a n k  Credit
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the month a prevailing range of % -l  per cent was 
established. The %  per cent rate applied more par
ticularly to four month maturities, although some sales of 
five and six month notes at this rate were also made when 
attractive names became available. Investment demand 
on the part of the banks for prime paper continued 
active, and although the amounts of new material ac
quired by the dealers increased somewhat, especially 
toward the end of the month, the supply remained con
siderably below the volume required to fill all orders.

The volume of commercial paper outstanding increased 
iy% per cent further in May, and was 135 per cent 
higher than in May 1933, but the total of $142,000,000 
remained small in comparison with the volume outstand
ing a few years ago.

Loans to Industry
Legislation was enacted during June which amends 

the Federal Reserve Act so as to authorize the Federal 
Reserve Banks to provide established industrial and 
commercial businesses with working capital.

The Federal Reserve Banks are authorized to dis
count or purchase from “ any bank, trust company, 
mortgage company, credit corporation for industry, or 
other financing institution,’ ’ obligations maturing within 
five years, “ entered into for the purpose of obtaining 
working capital for any such established industrial 
or commercial business,”  and to make loans or ad
vances direct to financing institutions on the security 
of this type of obligation. Any such financing institu
tion must either obligate itself to the Federal Reserve 
Bank for at least 20 per cent of any loss which may 
be sustained by the Bank upon any obligation acquired 
from the financing institution, or advance at least 20 
per cent of the working capital for the established in
dustrial or commercial business without obligating itself 
on the amount advanced by the Federal Reserve Bank.

The amendment also provides that “ In exceptional 
circumstances, when it appears to the satisfaction of a 
Federal Reserve bank that an established industrial or 
commercial business located in its district is unable to 
obtain requisite financial assistance on a reasonable basis 
from the usual sources, the Federal Reserve bank, pur
suant to authority granted by the Federal Reserve Board, 
may make loans to, or purchase obligations of, such 
business, or may make commitments with respect thereto, 
on a reasonable and sound basis, for the purpose of 
providing it with working capital, but no obligation shall 
be acquired or commitment made hereunder with a 
maturity exceeding five years. ’ 9

In each Federal Reserve District an industrial ad
visory committee is to be appointed by the Federal Re
serve Bank, subject to the approval and regulations of 
the Federal Reserve Board, which is to consider each ap
plication for a loan. The committee is to be composed 
of five members, each of whom “ shall be actively en
gaged in some industrial pursuit within the Federal 
Reserve district . . .  99

The aggregate amount of credit extensions and com
mitments of the Federal Reserve Banks outstanding 
under this section of the Act at any one time is limited 
to the combined surplus of the Banks as of July 1,
1934 plus all amounts paid by the Secretary of the

Treasury under this Act to the Federal Reserve Banks. 
The Act provides that “ In order to enable the Federal 
Reserve banks to make the loans, discounts, advances, 
purchases, and commitments provided for in this sec
tion, 9 9 the Secretary of the Treasury is authorized, upon 
the execution of a specified agreement by a Federal 
Reserve Bank, to pay to such Federal Reserve Rank 
not to exceed the par value of Federal Deposit Insur
ance Corporation stock now held by such Federal Re
serve Bank. All amounts so expended by the Secretary 
of the Treasury are to be paid out of the miscellaneous 
receipts of the Treasury created by the increment re
sulting from the reduction of the weight of the gold 
dollar under the President’s proclamation of January 
31, 1934.

The Reconstruction Finance Corporation Act was also 
amended so as to permit the Corporation “ when credit 
at prevailing bank rates for the character of loans ap
plied for is not otherwise available at banks . . .  to make 
loans to any industrial or commercial business . . .  es
tablished prior to January 1, 1934.”  The loans must 
be adequately secured and “ may be made directly, or 
in cooperation with banks or other lending institutions, 
or by the purchase of participations, shall have maturi
ties not to exceed five years, shall be made only when 
deemed to offer reasonable assurance of continued or 
increased employment of labor, shall be made only when, 
in the opinion of the board of directors of the 
Corporation, the borrower is solvent, shall not exceed 
$300,000,000 in aggregate amount at any one time out
standing . . . and the aggregate amount of loans to 
any one borrower by the Reconstruction Finance Corpo
ration under this section of the Reconstruction Finance 
Corporation Act is not to exceed $500,000. The Corpora
tion’s power to make such loans will terminate “ on 
January 31, 1935, or on such earlier date as the 
President shall by proclamation fix.”

N ew  Financing
Several important new security offerings were either 

announced in June or plans for their early flotation 
took definite form. The largest except for United States 
Government issues was the offering of $131,400,000 of 
10 to 12 year 4 per cent Federal Land Bank consolidated 
bonds, priced at 100% and yielding 3.90 per cent, the 
purpose of which was to provide funds for the retire
ment of approximately the same amount of 4%  per 
cent Federal Land Bank issues which have been called 
for redemption on July 2. This is the* first joint offering 
of bonds by the twelve Federal Land Banks, which are 
jointly and severally liable for the payment of both 
interest and principal of all such bonds. Previous offer
ings of Federal Land Bank bonds have consisted of 
bonds issued individually by each of the twelve banks. 
Under the terms of the June offering, holders of the 
called 4%  per cent bonds were given preferred allot
ment on exchanges of their bonds for the new issue, 
and it was announced that a large proportion of the 
called bonds had been exchanged, leaving only a small 
part of the new issue to be allotted on cash subscrip
tions. The interest saving resulting from the operation 
amounts to $985,000 a year.

The Federal Intermediate Credit Banks in June

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

July 1, 1934



52 MONTHLY REVIEW, JULY 1, 1934

issued $27,500,000 of short term debentures, partly to 
refund maturities of $16,500,000, and the Edison Elec
tric Illuminating Company of Boston filed for registra
tion with the Federal Trade Commission a proposed 
$35,000,000 note issue to refund $25,000,000 of outstand
ing securities and to pay off $7,000,000 of bank loans. 
In addition, plans were formulated for the sale of 
$60,000,000 of New York City long term securities which 
will be offered early in July to provide funds with 
which to meet maturities in September of securities 
that bear 5 to 5%  per cent coupons. These issues re
cently announced appear to indicate an increasing ten
dency to take advantage of the favorable conditions for 
refunding operations that now exist.

Another sizable piece of financing during June was 
the sale of $30,000,000 of State of New York 1 to 10 
year bonds to an underwriting syndicate on June 28. 
These bonds, which complete the issue of $60,000,000 
unemployment relief bonds authorized last November, 
were sold at a net interest cost to the State of 1.83 per 
cent, a new low rate for a State bond issue.

United States Treasury financing during June in
cluded the sale of $529,000,000 of 2y 8 per cent 5 year 
notes and $825,000,000 of 3 per cent 12-14 year bonds. 
Of the bonds, $172,000,000 were issued in exchange for 
Treasury certificates of indebtedness due June 15 and 
$317,000,000 were issued in exchange for Treasury notes 
due August 1 ; under the terms of the Treasury offer
ing, subscriptions to the bonds for which payment was 
made in these issues were allotted in full. The part of 
the Treasury offering which was available for cash sub
scription was greatly oversubscribed, and the new issues 
quickly sold in the market at premiums of more than 
one point. The sale of the $529,000,000 of Treasury 
notes and $336,000,000 of Treasury bonds in addition to 
the bonds exchanged for outstanding Treasury securities 
increased the net interest bearing debt of the United 
States by $865,000,000 in June, following a decline of 
$119,000,000 in the previous three months. Treasury 
bill financing in June had no net effect on the out
standing debt as maturities of $150,000,000 of 91 day 
bills were replaced with new issues of $150,000,000 of 
182 day bills, on which the average yield was only 0.07 
per cent, a new low rate on this type of security.

New corporate financing continued to represent only a 
small fraction of the total volume of new securities 
issued.

Security M arkets
Stock prices fluctuated irregularly during June and 

on only one day did the turnover on the New York 
Exchange exceed one million shares. A  decline during 
the first two days of the month carried average prices 
below the mid-May low and consequently to a new low 
point since last November, but in the subsequent two 
weeks, a fairly well defined upward movement ensued, 
in the course of which stock prices rose about 11 per 
cent on the average to the highest levels since the begin
ning of May. After the 18th of the month, however, 
prices again receded and about one-half of the preceding 
advance was lost, so that toward the close of June prices 
were only about 6 per cent above the early June low.

Corporation bond prices followed a course similar to

that of stock prices during June, although bond prices 
in general showed greater stability than did share prices. 
This was due to the influence in the currently available 
bond averages of a further persistent advance in high 
grade investment issues; prices of these issues have been 
advancing steadily for many months past under the stim
ulus of a large supply of funds available for investment 
and low short term money rates, and have reached 
levels considerably above those prevailing in 1927 and
1928. Fluctuations in the less high grade corporation 
bonds continued to be more in accord with movements 
in the stock market. In foreign bonds, German issues 
showed losses of 7 to 15 points due to the declaration 
of a moratorium on external debt payments. The Baker- 
Kellogg Company average of 40 representative foreign 
issues, however, declined only %  of a point further, 
as the declines in German issues were partly offset by 
advances in Argentine bonds and stability in bonds of 
a number of other countries.

United States Treasury bonds advanced more than y2 
point further in price during the first half of June, and 
the average yield on these bonds was reduced to a new 
low of 2.78 per cent. Subsequently, prices receded about 
*4 point but later recovered nearly to the mid-month 
high. The market price of the new 3 per cent Treasury 
bonds issued June 15 rose to a premium of nearly
1 y2 points.

Central Bank R ate  Changes
Effective June 1 the discount rate of the Bank of 

France was reduced from 3 to 2y2 per cent. The 
Austrian National Bank rate was lowered from 5 to 
4y2 per cent effective June 28.

Foreign Exchange
After recovering somewhat in the early part of June, 

foreign exchange quotations turned gradually downward 
from about June 9 to 25, but subsequently a moderate 
advance occurred. Sterling, which had receded 7 cents 
in May, declined 3 cents more in the opening days of 
June, but quickly regained this loss. As a result of sub
sequent irregular fluctuations, quotations around the end 
of June were little different than at the close of May. 
The French franc was quoted below the estimated gold 
import point at the beginning of the month, but follow
ing moderate shipments of gold from Paris to New York 
recovered to above the gold point and remained there for 
the balance of the month. Belgas, guilders, and Swiss 
francs generally moved in accord with sterling and 
French francs.

The reichsmark, which was subject to varied influences 
during June, fell precipitately from a close of $0.3904 
on the 1st to $0.3765 on the 5th, but after a period of 
irregularity rose rapidly near the end of the month to 
$0.3940 on the 27th. Lire turned strong early in the 
month shortly after the announcement of stricter foreign 
exchange regulations and registered a new high closing 
rate since mid-February at $0.0868% on June 6, but 
subsequently the rate declined to a level only slightly 
above the closing May quotation.

There was no change in the prevailing relationship 
between sterling and the Scandinavian, Japanese, and 
Argentine exchanges, but Brazilian milreis again moved
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independently and did not go below $0.0850. Aside from 
the silver currencies, which gained slightly with the price 
of silver, the Canadian dollar was the principal currency 
which showed strength in this market, rising from 
$1.0025 on June 1 to a high of $1.0166 on the 18th, 
and closing the month above $1.01.

Closing Cable Rates at New York

Exchange on
Par of « 

Exchange June 30, 1933 May 31, 1934 June 28, 1934
Belgium........................... $ .2354 $ .1766 $ .2336 $ .2340
Denmark......................... .4537 .1905 .2263 .2263
England........................... 8.2397 4.2750 5.0650 5.0638
France............................. .0663 .04950 .06588 .06601
Germany......................... .4033 .3020 .3900 .3911
Holland........................... .6806 .5060 .6769 .6790
Italy................................. .0891 .0664 .0853 .0856
Norway........................... .4537 .2145 .2545 .2547
Spain............................... .3267 .1057 .1366 .1370
Sweden............................ .4537 .2200 .2612 .2615
Switzerland..................... .3267 .2428 .3248 .3254

1.6931 .9138 1.0038 1.0113
Argentina........................ .7187 .3200 .3377 .3376
Brazil............................... .2026 .0763 .0850 .0854
Uruguay.......................... 1.7511 .5300 .8000 .8000
Japan............................... .8440 .2663 .3010 .3005
India................................ .6180 .3226 .3812 .3810
Shanghai......................... .2775 .3275 .3425

G old M ovem en t
Gold imports purchased by the New York Assay Office 

during June amounted to about $59,000,000, or double 
the volume imported in May. The principal amounts 
received were $28,300,000 from England, $12,000,000 
from India, $9,300,000 from France, $6,700,000 from 
Canada, $2,200,000 from Mexico, and $350,000 from 
Holland. Pacific Coast imports of gold totaled $2,200,000, 
representing shipments from China. In addition, the 
United States monetary gold stock was increased by the 
release of $1,300,000 of gold previously earmarked at 
this bank for foreign account, and by receipts of scrap 
gold by the mints and assay offices averaging about 
$1,300,000 weekly, and of newly mined domestic gold 
averaging $2,000,000 a week. In the aggregate, the 
monetary gold stock rose approximately $75,000,000 
during June to a new high figure of more than 
$7,850,000,000.

E m ploym ent
On the basis of the estimate of the American Federa

tion of Labor, private employment was increased by 
about 300,000 persons from April to May, owing in cer
tain lines to seasonal expansion of working forces and 
in others to the stimulus provided by the expenditure 
of public funds. Increased employment in the building 
construction, capital goods manufacturing, and coal in
dustries, and in railroad transportation and farming, 
were chiefly responsible for the increase in the aggregate 
number employed.

Total employment at factories was maintained during 
May at about the April level, although the spring peak 
is usually reached in March with small month to month 
recessions thereafter. A  further increase in working 
forces was reported in industries engaged in the manu
facture of products used largely for capital goods, such 
as steel, construction materials, and railroad equipment, 
which approximately offset declines in the textile, cloth
ing, and shoe industries.

PER CENT

Indexes of Em ploym ent in the Construction M aterials and Railroad 
Equipment Industries (1 9 2 9  average — 100 per cent)

The industries which reported increased employment 
during May are largely those that benefit by the demand 
for materials and equipment arising out of projects 
financed by the Public Works Administration. The 
effect of public works expenditures on employment in 
capital goods industries is indicated in the accompany
ing diagram, which shows indexes of employment in the 
construction materials and railroad equipment indus
tries. The index of employment in the railroad equip
ment industry which was 71 per cent below the 1929 
average in June of last year has since advanced to 29 
per cent below in May 1934, largely as a result of loans 
to railroads by the Public Works Administration. The 
construction materials employment index in May 1934 
was 49 per cent below the 1929 average, as compared 
with 69 per cent below in March 1933. Although the 
expenditure of public funds has resulted in a consider
able increase in working forces, employment in these 
industries is still far below pre-depression levels.

In addition to the increases in private employment, 
it is estimated that the number of persons for whom 
employment has been provided directly through Federal 
emergency expenditures increased by more than 150,000 
from April to May. Nearly 1,700,000 workers were 
engaged during May on projects financed by extraor
dinary Federal outlays.

Production
No pronounced change in the general level of indus

trial activity during June was indicated by currently 
available data. The index of electric power production, 
the short term fluctuations of which reflect largely 
changes in general industrial activity, continued at the 
level of the previous two months, as is indicated by the 
following diagram. Steel mill activity was estimated 
at about 60 per cent of capacity during the first three 
weeks of June, and despite a substantial reduction in 
operations in the last week of the month, it appears 
that output for June as a whole was nearly as large 
as in May, whereas the customary seasonal movement 
is quite sharply downward. The relatively high level 
of output during most of June was the result prin
cipally of shipments against orders placed prior to the 
April price advances, and to some slight extent may
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PER CENT

Index of Electric Power Production (Federal Reserve Bank of New  
York indext adjusted for seasonal variation and long time trend)

also have reflected accumulation of inventories of semi
finished steel by consuming industries due to the threat 
of labor disturbances. Some decline occurred in auto
mobile production in accordance with the seasonal ten
dency, although sales were reported to have been some
what stimulated by price reductions announced early in 
June by leading manufacturers. Operations in the cot
ton textile industry were curtailed by action of the Code 
Authority to permit an absorption of mill stocks ac
cumulated during the past several months, when pro
duction ran considerably ahead of sales.

In May, the average rate of activity in basic indus
tries was maintained at about the previous month’s

(Adjusted for seasonal v̂ariations and usual year to year growth)

1933 1934

May Mar. April May
Metals

Pig iron...................................................... 25 46 49 55
Steel ingots................................................ 41 56 62 68
Lead........................................................... 32 49 47 56
Zinc............................................................ 40 59 56 56
Tin deliveries............................................. 71 48 53

Automobiles
Passenger cars........................................... 33 50 53 47 p
Motor trucks............................................. 48 83 93 79 p

Fuels
Bituminous coal......................................... 60 91 76 7 5p
Anthracite coal.......................................... 47 112 85 8op
Coke........................................................... 42 63 63 69
Petroleum, crude....................................... 82 70 71 72p
Petroleum products.................................. 68 65 66
Electric power........................................... 66 66 67 p 67 p

Textiles and Leather Products
Cotton consumption................................. 104 86 85 82
Wool mill activity..................................... 104 90 83 85p
Silk consumption......................... ............ 82 64 65 62
Rayon deliveries....................................... 133 85 76 p
Shoes.......................................................... 114 105 IlOp 115p

Foods and Tobacco Products
Livestock slaughtered............................... 105 91 104 110
Wheat flour............................................... 101 89 87 86
Sugar deliveries......................................... 93 82 72 r 94p
Tobacco products...................................... 94 78 81 81

Miscellaneous
Cement...................................................... 37 51 45 48
Tires........................................................... 69 90 86
Lumber...................................................... 33 43 37 37
Printing activity....................................... 57 64
Newsprint paper....................................... 69 74 74r 77
Machine tools............................................ 14 37 40

p Preliminary r Revised

level, and the seasonally adjusted production index of 
the Federal Reserve Board advanced 1 point to 87 per 
cent of the 1923-1925 average. Sizable gains occurred 
in the output of iron and steel, building materials, and 
those food products for which monthly data are avail
able. In the meatpacking industry a substantial increase 
in operations resulted from unusually heavy shipments 
of livestock from the drought areas, when shortage of 
water and pasturage and the relatively high price of 
feed accelerated the marketing of hogs, cattle, and calves. 
The output of automobiles in May declined by more 
than the estimated seasonal amount, however, and the 
production of textiles was curtailed somewhat. Little 
change other than seasonal occurred in the output of 
coal, petroleum, and electric power.

Foreign Trade
During May, merchandise exports from the United 

States were valued at $160,000,000 and imports amounted 
to $155,000,000. After allowing for the usual seasonal 
variations, differences in number of days, and estimated 
price changes, this bank’s index of exports showed a con
siderable decline from April to May, while the index of 
imports advanced somewhat. The value of both exports 
and imports was larger than in May of the previous two 
years, the increase over 1933 amounting to 40 per cent 
for exports and 45 per cent for imports.

The quantity of American cotton shipped abroad dur
ing May showed a decline from the previous month 
which was more than seasonal; in fact, shipments were 
the smallest for May of any year since 1930, and were 
less than one-half those of May 1933, due to a consider
able extent to smaller shipments to European countries. 
May imports of silk and coffee were smaller in quantity 
than a year ago, but receipts of rubber were nearly 
double last year’s amount.

Indexes of Business A ctiv ity
General business activity appears to have maintained 

a considerable degree of stability during the first half of 
June, although department store sales in the Metro
politan area of New York do not appear to have shown 
the usual seasonal increase. This bank’s seasonally ad
justed index of the railroad movement of merchandise 
and miscellaneous freight continued at the level prevail
ing since January, and retail sales of automobiles were 
reported to have been stimulated by the recent price 
reductions.

In May, no definite tendency was discernible in many 
of the important measures of general business activity, 
but a slight advance was shown in indexes relating to 
the retail distribution of goods. Declines were indicated 
after seasonal adjustment in the volume of check trans
actions and life insurance sales, while virtually no change 
occurred in advertising and freight car loadings.

The extent of the increase in the dollar volume of 
retail trade since the low point of March 1933, following 
over three years of decline, is indicated in the accom
panying diagram, which shows seasonally adjusted in
dexes of sales of department stores and mail order houses 
since the beginning of 1930. The decline in the sales of 
these two groups of establishments was about equally
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PER CENT

Index of Sales of Department Stores and Mail Order Houses (Data  
adjusted for seasonal variation; 1929 a v e r a g e s  100 per cent)

large from 1930 to the early part of 1933, and in the 
spring and summer of 1933 both recovered sharply. 
Subsequently, however, sales of department stores which 
are situated principally in urban and industrial areas 
receded considerably along with a decline in manufactur
ing activity, and did not resume their upward course 
until the end of the year. Meanwhile the sales of mail 
order houses continued to rise rapidly as farm crops were 
marketed at higher prices and farmers’ incomes were 
further increased by payments received from the Agri
cultural Adjustment Administration. As a result, the 
net recovery in department store business during the 
past year has been considerably less marked than in sales 
of mail order houses. In both cases the increase in the

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1933 1934

May Mar. April May
Primary Distribution

Car loadings, merchandise and misc....... 54 60 60 60
Car loadings, other................................... 48 69 60 60
Exports...................................................... 43 55 59 51 p
Imports...................................................... 53 59 58 62 v
Waterways traffic..................................... 46 66 70
Wholesale trade........................................ 99 96 86 94

Distribution to Consumer
Department store sales, U. S.. . . ............ 77 74 72 75
Department store sales, 2nd Dist............ 82 77 73 74
Chain grocery sales r ................................ 79r 71r 6 6r 6 8r
Other chain store sales............................. 71 80 72 74
Mail order house sales r ........................... 67r 80r 71r 72r
Advertising r ............................................. 52 r 59r 61r 63r
Gasoline consumption............................... 72 70 68
Passenger automobile registrations......... 36 49 51p 49p

General Business Activity
Bank debits, outside New York City.. . . 57 60 66 62
Bank debits, New York City................... 53 47 56 46
Velocity of demand deposits, outside New

York City.............................................. 73 72 77 72
Velocity of demand deposits, New York

City........................................................ 52 54 63 51
Shares sold on N. Y. Stock Exchange. . . 231 62 64 54
Life insurance paid for............................. 64 67 73 70
Employment in the United States r........ 64r 82r 83r 84r
Business failures....................................... 84 41 46 42
Building contracts.................................... 15 30 22 23
New corporations formed in N. Y. State 85 56 60 57
Real estate transfers................................. 45 47 47

General price level*.................................. 127 136 137 137p
Composite index of wages*...................... 172 181 183 183p
Cost of living*........................................... 127 139 139 140

p Preliminary r Revised *1913 average^ 100

physical volume of goods sold has been much smaller 
than the rise in the indexes of dollar sales shown in the 
diagram, as retail selling prices have risen considerably 
during the past year.

Com m odity Prices
With the exception of rather wide movements in some 

of the principal farm products, commodity prices were 
quite stable during June. The Bureau of Labor Statistics 
general index of wholesale prices remained during the 
first half of the month at about the level of the previous 
four months, but thereafter advanced nearly 2 per cent 
to the highest point since March 1931. A  major factor in 
this increase was a pronounced rise in livestock prices. 
Following a seasonal decline in hog prices beginning in 
March which was intensified this year by hastened mar
ketings brought about by the drought, the average price 
paid for hogs at Chicago recovered sharply from a low 
of $3.31 a hundredweight early in June to $4.87 on June 
27, which is not far below the highest levels reached 
last year. Advances occurred also in the prices of cattle, 
meats, and hides.

The price of wheat, which had advanced considerably 
during May owing to reports of serious crop damage 
brought about by insufficient rainfall, reacted somewhat 
in June. Spring wheat which had shown a particularly 
large gain in May, when the cash price of the Number 1 
Northern grade at Minneapolis reached $1.10 a bushel, 
the highest quotation since last July, dropped 12 cents 
in June, and winter wheat prices also declined consider
ably. Despite these price declines, however, a large part 
of the May advance was retained.

The effects of the drought on crop yields were indi
cated in the June 1 crop report of the Department of 
Agriculture, which stated that the condition of grains 
and pastures on that date was the lowest on record. 
The total wheat crop was tentatively estimated at
500,000,000 bushels, as against a short crop of 527,000,000 
last year, and an average harvest during the period 1927- 
1931 of 886,000,000 bushels. The winter wheat crop was 
estimated at 400,000,000 bushels, or only 49,000,000 
bushels above the small 1933 harvest and 232,000,000 
bushels below the average production of 1927-1931. A  
spring wheat crop of only about 100,000,000 bushels was 
indicated, compared with 176,000,000 bushels last year 
and a five year average of 254,000,000 bushels; spring 
wheat prospects are still highly uncertain, but were 
reported to have been improved by rainfall in June. A  
total wheat crop of the size indicated by the June report 
would be the smallest since 1893, and would fall short 
of domestic requirements by at least 100,000,000 bushels. 
In that event, it is reported that the carryover in the 
United States at the end of the 1934-35 season will 
probably be reduced to about normal proportions.

The price of raw cotton advanced further in June to 
12.45 cents a pound, thereby recovering all of the March- 
April decline. The price of scrap steel, which had de
clined steadily from $14.75 a ton early in March to a low 
of $11.75 in the first half of June, held steady at that 
figure in the latter part of the month. Among other 
commodities, raw sugar rose nearly %  cent during June 
to 3.15 cents a pound, the highest quotation since March, 
and copper rose %  cent further to 9 cents a pound.
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In May, the dollar value of construction contracts 
awarded was not materially different than in April, 
the total reported by the F. W . Dodge Corporation being 
about 2 per cent higher. After adjustment for the usual 
seasonal changes, differences in the number of business 
days, and estimated price changes, this bank’s index of 
the volume of building and engineering contracts was 
23 per cent of the computed trend of past years, as 
compared with 22 in April, and the 1933 low of 11 per 
cent. Contracts for publicly financed construction de
clined 12 per cent from April to May, while privately 
financed building contracts rose 13 per cent, on an 
average daily basis. The increase in private construc
tion was the result solely of the awarding of a large 
office building contract in New York.

During recent months the amount of publicly financed 
construction contracts has been declining, and the May 
average, constituting 53 per cent of all contracts, was 
the smallest since last August. At the peak last December, 
publicly financed contracts accounted for 75 per cent of 
all contracts, and at that time this bank’s index of total 
construction contracts reached the highest level since the 
middle of 1931 at 54 per cent of the trend of past years. 
Although the volume of such contracts has declined, 
actual construction activities have increased, reflecting 
the development of work on contracts which were pre
viously awarded. The current level of contracts for 
publicly financed work, however, is about three times 
that of May 1933, and private construction is also some
what larger, due to non-residential building. Contracts 
for residential construction have shown little increase 
so far this year, aside from purely seasonal movements, 
and the May total was about 6 per cent smaller than a 
year ago.

During the first three weeks of June, awards both of 
publicly and privately financed building contracts were 
slightly below the May level. Privately financed con
tracts, however, remained above the April level.

D epartm ent Store Trade
During the first half of June, sales of the leading 

department stores in the Metropolitan area of New York 
were less than 2 per cent above those of the correspond
ing period a year ago, and excluding sales of liquor 
from this year’s figures there was practically jio change 
from a year ago. During this period, the usual seasonal 
expansion does not appear to have occurred.

In May, total department store sales in this district 
were 7 per cent higher than a year ago, a somewhat 
smaller increase than was reported for the months of 
March and April combined. Exclusive of liquor sales, 
the May increase amounted to 4 ^  Per cent. Depart
ment stores in Bridgeport and in the Capital District 
reported sales 16 per cent higher than a year ago, and 
with the exception of Northern New York State stores 
which showed a 15 per cent decrease, stores in the other 
localities reported moderate advances in sales.  ̂ In all 
cases, however, the May increases were considerably 
smaller than the average increases for March and April. 
Sales of leading apparel stores in this district were 9 
per cent larger than last year.

B u ild in g

Locality

Percentage ohange 
May 1934 

compared with 
May 1933

Per cent of 
accounts 

outstanding 
April 30 

collected in 
May

Net
sales

Stock 
on hand 
end of 
month 1933 1934

New York...................................................... +  6.5 
+  4.1 
+  9.6 
+  8.0 
+  5.2 
+15.7  
+12.5  
— 15.0 
+11.4  
+  9.8 
+15.8  
+  8.6

+20.7  
+11.3  
+14.2  
+  5.1 
+22.4  
+12.6  
+  5.3

45.9 
41.7 
42.2
25.9
40.0 
28.6
29.1

50.1 
47.5 
43.9 
35.0
42.3
35.2
29.4

Buffalo............................................................
Rochester.......................................................
Syracuse.........................................................
Northern New Jersey...................................
Bridgeport.....................................................
Elsewhere.......................................................

Northern New York State.......................
Southern New York State.......................
Hudson River Valley District.................
Capital District.........................................
Westchester District.................................

All department stores........................... +  6.8 +18.7 41.7 45.8
Apparel stores....................................... +  9.1 +34.9 44.4 45.4

W holesale Trade

May sales of the reporting wholesale firms averaged 
16 per cent higher than a year ago, a much smaller 
increase than in the four previous months, due largely 
to the fact that May 1933 was the first month last year 
in which wholesale trade showed substantial improve
ment. Sales of men’s clothing showed a slightly larger 
increase than in April, but all other lines reported less 
favorable comparisons than in the immediately preced
ing months. Sales of the paper, stationery, and jewelry 
concerns, however, continued to be substantially higher 
than a year ago. Sales of grocery firms were 17 per 
cent larger than a year ago, but excluding liquor sales 
the increase amounted to only 4 per cent. Two of the 
reporting lines— shoes and diamonds— had declines in 
May sales as compared with a year ago, following in
creases in previous months, and the National Federa
tion of Textiles again reported a substantial decline in 
the number of yards of silk goods sold.

The dollar value of stocks held by the grocery, drug, 
and hardware firms remained substantially above a year 
ago at the end of May, while inventories of the diamond 
and jewelry dealers were considerably lower.

Percentage 
change 

May 1934 
compared with 

May 1933

Per cent of 
accounts 

outstanding 
April 30 

collected in 
May

Commodity
Net
sales

Stock 
end of 
month 1933 1934

+17.2 +40.4 85.9 100.0
Men’s clothing............................................... +35.4 36.8 34.2

+  3.1 
—34.8*

36.2 39.6
— 1.4* 59.3 63.6

—20.6 40.2 45.2
+  3.8 
+  8.7

+20.8 24.3 29.3
+28.3 44.1 47.4

+30.3 49.8 51.3
+24.1  
— 8.4

35.7 50.4 
} 27.4— 14.3 } 20.7+64.0 —21.3

Weighted average.................................. +15.9 52.1 58.0

* Quantity figures reported by the National Federation of Textiles, Incorporated, 
successor to the Silk Association of America Incorporated; not included in 
weighted average for total wholesale trade.
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Index N um ber of Production of M anufactures 
and Minerals Combined, Adjusted for Seasonal 
Variation (1 9 2 3 -2 5  average= 1 0 0  per cent)

Index of Factory Em ploym ent with Adjustm ent for 
Seasonal Variation (1 9 2 3 -2 5  average= 1 0 0 per cent)

PER C E N T

Group Price Indexes of Bureau of Labor Statistics  
(1 926  average= 1 0 0  per cent)

Wednesday Figures for Reporting Member Banks
(Latest figures are for June 13)

MONTHLY REVIEW, JULY 1, 1934

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

I NDUSTRIAL production increased slightly in May, while factory employ
ment and payrolls showed little change. The general level o f wholesale 

prices, after remaining practically unchanged since the middle o f February, 
advanced sharply in the middle of June, reflecting chiefly increases in the prices 
o f livestock and livestock products.

P r o d u c t io n  a n d  E m p l o y m e n t

Industrial production, as measured by the Board’s seasonally adjusted 
index, advanced from 86 per cent of the 1923-1925 average in April to 87 per 
cent in May, as compared with a recent low level of 72 last November. 
Activity at steel mills increased further from 54 per cent of capacity in April 
to 58 per cent in May, while output o f automobiles showed a decline. Lumber 
production continued at about one-third the 1923-1925 level. In the textile 
industries output declined somewhat, partly as a consequence o f seasonal 
developments. At mines coal production showed little change in volume, while 
output of petroleum continued to increase.

In the first three weeks o f June activity at steel mills continued at about 
the May level, although a decline is usual at this season. Maintenance of 
activity reflected in part, according to trade reports, considerable stocking of 
steel. Output of automobiles declined somewhat, as is usual at this season.

Employment in factories, which usually declines slightly between the 
middle of April and the middle o f May, showed little change, while employ
ment on the railroads, in agriculture and in the construction industry increased, 
as is usual at this season. Increased employment was shown at manufacturing 
establishments producing durable goods, such as iron and steel and nonferrous 
metals, while employment declined at establishments producing non-durable 
manufactures, such as textiles and their products.

Value of construction contracts awarded, as reported by the F. W. Dodge 
Corporation, has shown a decline in the spring months, reflecting a reduction 
in the volume of contracts for public projects. The volume of construction 
work actually under way has increased as work has progressed on contracts 
previously awarded.

Department o f Agriculture estimates based on June 1 conditions indicated 
unusually small crops of winter wheat and rye and exceptionally poor conditions 
for spring wheat, oats, hay, and pastures, largely as a consequence of a pro
longed drought. The winter wheat crop was estimated at 400 million bushels 
as compared with a five year average o f 630 million bushels and an exception
ally small crop of 350 million bushels last season. Rains in early June some
what improved prospects for forage and grain crops not already matured.

D i s t r i b u t i o n

Total freight traffic increased in May by more than the usual seasonal 
amount, reflecting in considerable part a larger volume o f shipments of mis
cellaneous products. At department stores the value of sales showed an increase 
as is usual at this season.

Co m m o d it y  P r ic e s

During May and the first three weeks of June wholesale prices of indi
vidual farm products fluctuated widely, while prices of most other commodities 
showed little change. Wheat, after advancing rapidly during May, declined 
considerably in the first three weeks of June. Cotton continued to advance in 
the early part o f June. In the middle of the month hog prices increased 
sharply from recent low levels. Automobile prices were reduced in the early 
part o f June, and copper prices advanced.

B a n k  C r e d it

During May and the first half of June there was little change in the 
volume of Reserve Bank credit outstanding. As a consequence of expenditure 
by the Treasury of cash and deposits with the Federal Reserve Banks and a 
growth in the country’s monetary gold stock, member bank reserve balances 
advanced further to a level $1,800,000,000 in excess of legal requirements. In 
the week ended June 20, however, excess reserves dropped to $1,675,000,000, 
reflecting an increase in Treasury deposits at the Reserve Banks in connection 
with June 15 tax receipts and sales o f Government securities.

Total loans and investments of reporting member banks increased by 
$80,000,000 between May 16 and June 13, reflecting a growth in holdings of 
investments other than United States Government securities and in open market 
loans to brokers and dealers, while loans to customers declined. Net demand 
deposits increased by about $400,000,000 during the period.

Money rates in the open market continued at low levels. The rate on 
prime commercial paper declined to % -l per cent in June, the lowest figure 
on record.
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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 August 1, 1934

M on ey M arket in July

The flotation of new security issues other than direct obligations of the United States Government has been increasing during the past few months, and in July the volume reached the largest monthly total since the first part of 1931. The accompanying diagram measures the extent of the resumption of borrowing through the capital market which has occurred thus far. Despite this considerable increase, the volume of security issues remains limited in comparison with the flotations during the period of 1925-1930.
For the first half of this year, the volume of new security issues totaled $1,007,000,000, exclusive of direct obligations of the United States Government. This amount is more than twice the flotations in the corresponding period of 1933 but is considerably less than half the total for the first six months of 1931. Refunding issues of all kinds aggregated over $400,000,000 which is a larger volume than in any of the past four years except 1931. Issues for the raising of new capital totaled nearly $600,000,000,; of which State, municipal, and farm loan issues accounted for about $500,000,000.
A considerable resumption of private capital issues has characterized previous recoveries of business from depressions. In the 1920-1922 period, for example, new security issues increased considerably in advance of a rise in commercial loans of the banks. After depression, the primary needs for funds appear to be for meeting maturing obligations, and for improvement and expansion of plant and equipment. These are long term needs normally financed by security issues rather than by short term commercial accommodation. Increases that occur in commercial loans during the early stages of a recovery tend to be offset in the aggregate by continuing liquidation of old loans. As indicated above, most of the corporate issues so far offered have been in the nature of refunding operations to cover requirements which up to this time have been provided for by the banks or the Reconstruction Finance Corporation or by extensions granted by security holders.

 ̂Among the July corporate security offerings, the principal issues were $50,000,000 Pennsylvania Railroad lonĝ term bonds, yielding 4.37 per cent, $50,000,000 Baltimore and Ohio Railroad 5 year notes, yielding

4% per cent, and $35,000,000 of Edison Electric Illuminating Company of Boston 3 year notes, yielding 3 per cent. One of the purposes of the Baltimore and Ohio issue is to retire indebtedness to the Reconstruction Finance Corporation. The railroad issues, as has been the case for many years, wTere subject to approval by the Interstate Commerce Commission, but not the Federal Trade Commission. The public utility issue was floated after its registration with the Federal Trade Commission had become effective and was the first issue subject to such registration which has been offered since the Securities Act of 1933 was amended.
In the State and municipal financing' field, the sale of $72,000,000 of securities by the City of Nê York was an important step in reducing interest charges on outstanding debt. The average cost to the City on $60,000,000 of 1-15 year serial bonds was around 3.80 per cent and on $12,000,000 of short term corporate stock notes V/g per cent. The proceeds of this sale will be used to retire securities bearing higher coupons. In addition to the interest saving, this refunding will allow the City to issue
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new corporate stock in payment of contract and land 
purchase liabilities.

On July 23 the Secretary of the Treasury, on behalf 
of the Federal Farm Mortgage Corporation, offered 
$100,000,000 of 3 per cent Federal Farm Mortgage Cor
poration bonds maturing in 1944-49. These bonds were 
sold to the highest bidders at an average price of 100.559 
and an average yield of 2.92 per cent to the earliest call 
date. The Corporation on receipt of the funds on 
August 1 is to use the greater part of the proceeds to 
repay advances by the Reconstruction Finance Corpora
tion to the Federal Land Banks and to return deposits 
of public moneys made in these banks by the Treasury.

Toward the end of the month, the offering and distri
bution of new security issues were retarded by declines 
in the prices of outstanding securities.

E xc e ss  R eserves

Currency requirements for the June month end and 
Independence Day holiday amounting to about $100,- 
000,000 and some increase in Treasury cash and deposits 
at the Reserve Banks resulted in a reduction in the ex
cess reserves of all member banks to about $1,600,000,000 
in the opening days of July. In the succeeding weeks, 
a decline in currency circulation to its seasonal low 
point and a large excess of Treasury disbursements over 
receipts caused excess reserves to rise to a new high 
figure of around $1,900,000,000.

In New York City, surplus bank reserves dropped 
from around $575,000,000 at the end of June to $425,- 
000,000 in the first week of July; one of the principal 
losses of funds resulted from the repurchase by several 
New York City institutions of the capital notes which 
they had previously sold to the Reconstruction Finance 
Corporation, and other losses occurred through holiday 
currency requirements and Treasury transactions. A  
substantial inflow of funds to New York from other parts 
of the country soon developed, however, which together 
with continued gold imports had the effect of raising 
excess reserves of the City banks to the neighborhood of 
$600,000,000 toward the end of July. With the exception 
of yields on short term Government securities which 
declined slightly further, there was no change during 
July in short term money rates in the New York market,

MoneyfRates atJNew^York

Stock Exchange call loans............
Stock Exchange 90 day loans. . . .
Prime commercial paper— 4 to 6 months
Bills—90 day unindorsed.....................
Customers’ rates on commercial loans. 
Treasury securities

Maturing December (yield)............
Maturing March (yield)..................
Maturing December 1935 (yield). . .  

Average rate on latest Treasury bill sales
91 day issue.......................................

182 day issue.......................................
Federal Reserve Bank of New York re

discount rate.......................................
Federal Reserve Bank of New York 

buying rate for 90 day indorsed bills

July 31, 1933 June 29, 1934 July 31, 1934

*1%-1 X
i x
X

f3.24

*M-1
H-i
Vs-H

f2.13

1
*K-l
H-i
H-H

f2.10

0.08
0.40

No yield 
No yield 

0.28

No yield 
No yield 

0.22

0.37
0*.07 6 ’. 09

2 X IX IX
1 X X

* Nominal t  Average rate of leading banks at middle of month

which continued at unusually low levels as the accom
panying table indicates.

M e m b e r  B a n k  C redit

The total loans and investments of weekly reporting 
member banks in principal cities showed a moderate 
net increase during the five week period ended July 25, 
following a large rise during the preceding month. 
United States Government security holdings advanced 
$89,000,000 further, and there was a rise of $93,000,000 
in other security holdings, but the effect of these increases 
was offset to a considerable extent by declines in security 
loans and in other loans. In New York City, total mem
ber bank credit outstanding showed no material net 
change, as a reduction in loans, especially in security 
loans in the last two weeks of the period, was nearly as 
large as the increases which occurred in Government 
and miscellaneous security holdings.

Net demand deposits both in all reporting banks and 
in New York City recovered the loss sustained around 
the middle of June through Treasury transactions. Time 
deposits tended lower in New York, but were slightly 
higher for the country as a whole, while Government 
deposits were reduced by recent withdrawals of part of 
the proceeds of Government security issues.

B djL M a r k e t

The amount of business transacted in the discount 
market during July continued in much the same small 
volume as for a number of months past. In the closing 
days of June offerings of bills to the market had in
creased slightly, due to sales by banks in connection with 
the mid-year statements, but immediately after the turn 
of the month bank investment demand quickly absorbed 
these bills. Throughout the remainder of July the small 
amounts of bills that came into the market moved out 
into investors ’ portfolios and the amount of bills in deal
ers 7 lists remained at a minimum. Rates continued to be 
quoted by the dealers only upon application, but it was 
indicated that most of the trading again was done at a 
buying rate of 3/16 per cent and a selling rate of Ys 
per cent.

The volume of bankers acceptances outstanding at the 
end of June reached $534,000,000 as a result of a drop 
of 6 per cent during that month, the fifth consecu
tive monthly decline. The amount outstanding was 
$237,000,000 smaller than at the end of January and 
$153,000,000 smaller than in June 1933. The decline in 
outstandings has been the largest in domestic warehouse 
credits and, secondly, in bills based on export transac
tions. Aside from the small demand for commercial 
accommodation of any kind, the decline in the use of 
bankers acceptances has been attributed to some extent 
to the offering of rates on direct commercial loans which 
are lower than the costs of acceptance credits, including 
commissions and discount charges. At the end of June 
90 per cent of the bills then outstanding were held by 
the accepting banks and bankers, leaving only about 
$50,000,000 of bills available for other investors.
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C o m m e r c ia l  P a per  M a r k e t

Drawings of new eommereial paper showed a con
siderable increase during the first part of July and 
moderate additions continued to occur until late in the 
month when there was some slowing down in the rate at 
which paper was being created. For the month as a 
whole, the amount of new paper drawn represented a 
continuation of the increase which occurred in June 
when the volume of paper outstanding rose 7 per cent to 
$151,000,000, the largest amount since November 1931. 
The July drawings included a diversified list of com
mercial and industrial borrowers located in various 
parts of the country. This paper moved quickly from 
the dealers into investors’ portfolios, as the active bank 
investment demand that has prevailed in recent months 
continued throughout most of July.

Somewhat greater importance in the rate structure 
was attained by the %  per cent quotation for prime four 
to six month paper around the middle of the month, but 
the movement was not sufficiently marked to cause a 
general lowering of the prevailing rates. Toward the 
close of the month, the range of dealers’ offering rates 
was % -l  per cent with the lower rate pertaining prin
cipally to four month maturities and the higher rate to 
five and six month maturities.

Loans to Industry

Early in July, announcement was made of the mem
bership of the industrial advisory committee for the 
Second Federal Reserve District, which is to consider 
applications for loans by the Reserve Bank for the pur
pose of providing established industrial and commercial 
businesses with working capital, under the terms of the 
amendment to the Federal Reserve Act enacted on June 
19. The committee consists of Mr. John B. Clark, presi
dent of the Clark Thread Company, Newark; Mr. John 
A. Hartford, president of the Great Atlantic and Pacific 
Tea Company, New York; Mr. Albert A. Hopeman of the 
A. W. Hopeman & Sons Company, Rochester; Mr. 
Charles R. Palmer, president of Cluett, Peabody & Com
pany, Troy; and Mr. William H. Pouch, president of the 
Concrete Steel Company, New York. Mr. Pouch subse
quently was elected chairman of the committee and Mr. 
Hartford, vice-chairman.

A  moderate number of formal applications for this 
type of loan were filed with the Federal Reserve Bank of 
New York during July, but in addition there were a 
large number of inquiries concerning the possibilities of 
obtaining loans under this section of the Federal 
Reserve Act.

Security M arkets

Stock prices tended to advance in a continued small 
volume of trading during the early part of July, reach
ing a point some 7 per cent above the lowest quotations 
touched in May and June. After the middle of July, 
however, stock prices declined, at first moderately, but 
toward the end of the month the decline was very sharp, 
accompanying reports of widespread crop damage in
flicted by the drought and reports of the disturbances in 
Austria. This recession, which was accompanied by a

PRICE INDEX PRICE INDEX

J  F M A M J  J A  S O N  D  J F M A M J J  A 5 0 N  D

M ovem ents of Stock and Bond Prices (Standard Statistics Company 
indexes of 421 stocks and 6 0  bonds)

considerable increase in turnover for a few days, resulted 
in a drop of 16 per cent in the general level of stock 
prices to the lowest level since May 1933. The public 
utility price averages, as a result of the decline, reached 
a new low since July 1932. In the closing days of July, 
the market steadied, and trading volume diminished, but 
only one-fifth of the decline in prices was recovered.

Movements in the bond market were similar to those 
in the stock market with the lower grade corporation 
issues, especially, tending to fluctuate with share prices. 
For the month as a whole, the bond averages composed 
largely of less high grade issues showed net declines of 
around 2 points with individual issues dropping much 
more, and the high grade bond averages registered reces
sions of about 1 point. United States Treasury bonds 
advanced %  of a point further in the first part of the 
month, but subsequent declines left prices showing a net 
decrease of Ys point from the end of June. Foreign dol
lar bonds quoted in this market showed no material 
change until the latter part of the month when a repre
sentative price average dropped 1%  points to the lowest 
level since January, reflecting general weakness in the 
foreign list.

In connection with the recurrent declines that have 
occurred in stock prices during the past three months, 
the accompanying diagram indicates that the current 
level of share prices is about 29 per cent below the high
est point reached on the advance which terminated in 
July 1933. In contrast to the materially lower level of 
share prices now than a year ago, corporation bond prices 
are higher than in July 1933. The bond average shown 
in the diagram is typical of high grade issues, which 
have been advancing steadily since the beginning of this 
year and which are now nearly 10 per cent higher than 
a year ago, but even those bond averages that are com
posed of a large proportion of medium and lower grade 
issues show some advance over July 1933.

G old M ovem en t

During July gold imports at New York amounted to 
about $46,000,000, representing a moderate decline from 
the June total. The principal amounts received were 
$23,700,000 from England, $8,200,000 from Canada,
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$8,400,000 from India, $3,300,00 from France, and 
$2,000,000 from Mexico. Imports of gold on the Pacific 
Coast amounted to $2,200,000, representing shipments 
from China. In addition, $2,100,000 of gold previously 
earmarked at this bank for foreign account was released, 
and receipts of scrap gold by the mints and assay offices 
and purchases of newly mined domestic gold each aver
aged at least $2,000,000 a week. As a result of these ac
quisitions of gold, the monetary gold stock of the United 
States rose about $75,000,000 further during July to a 
new high figure of about $7,930,000,000.

Central Bank R ate  Changes
On July 1 the Bank of Java lowered its discount rate 

from 4%  to 4 per cent, the higher rate having been in 
effect since August 16, 1933. The National Bank of 
Yugoslavia on July 16 reduced its discount rate to 6Vo 
per cent from the 7 per cent rate which had been estab
lished on February 9, 1934; the rate on advances also 
was lowered to 7%  per cent from 8 per cent.

Foreign Exchange
Trading in the principal foreign exchanges was com

paratively quiet during the first two weeks of July with 
some currencies gaining in value and others declining. 
During the second half of the month greater activity 
was evident in certain sections of the list, and three of 
the gold currencies were quoted for at least part of the 
time below their estimated gold import points to the 
United States, The only shipments of gold, however, 
came from France.

After reaching its high closing rate for the month at 
$5.06% on July 3, sterling declined to $5.03% on the 9th 
and remained in the vicinity of $5.04 until late in the 
month when the rate was as low as $5.03^2. French 
francs, which fluctuated around $0.0659% through July 
14, rose to $0.0660% on the 16th, but this was followed by 
an abrupt decline to the month’s low of $0.0658% on 
July 20, a rate below the estimated gold import point. 
Subsequent quotations were higher but the franc re
mained below the gold point. Belgas were weaker than in 
June and sold consistently below the estimated incoming 
gold point and guilders, which moved irregularly down
ward from a peak of $0.6790 on July 3, were the third 
currency to drop below the gold import point when they 
closed at $0.6760 on the 21st.

Swiss francs were stronger than in June and regis
tered a small net gain for the month of July after touch
ing their parity of $0.3267 on the 16th. Reichsmarks 
fluctuated with considerable irregularity between a low 
of $0.3833 on July 6 and a peak of $0.3925 on the 19th, 
most of this gain being lost before the end of the month. 
Lire moved more narrowly than for several months 
past at a level slightly below their June average of 
$0.0860%.

Japanese yen, the Scandinavian currencies, and the 
Argentine peso moved in close conjunction with sterling 
and showed in the main a similar measure of steadiness. 
The Brazilian milreis did not deviate at all from a closing 
rate of $0.0850 and the Canadian dollar pursued an al
most unwavering upward course. The Chinese currencies 
showed a small net loss during July in common with the 
price of silver.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange July 31, 1933 June 30, 1934 July 30, 193-

Belgium................................ $ .2354 $ .1885 $ .2335 $ .2345
.4537 .2010 .2256 .2251

England................................ 8 .2397 4.4800 5.0450 5.0375
France................................... .0663 .05280 .06595 .06591

.4033 .3222 .3861 .3865
Holland................................. .6806 .5440 .6778 .6760
Italy....................................... .0891 .0709 .0856 .0857

.4537 .2252 .2536 .2533
Spain...................................... .3267 .1128 .1366 .1366

.4537 .2315 .2603 .2599
Switzerland.......................... .3267 .2610 .3250 .3261

Canada.................................. 1.6931 .9300 1.0100 1.0169
Argentina............................. .7187 .3413 .3363 .3358
Brazil..................................... .2026 .0829 .0850 .0850

1.7511 .6000 .8000 .8000

.8440 .2770 .2990 .2991
India...................................... .6180 .3380 .3800 .3796
Shanghai.............................. .2850 .3431 .3381

Foreign Trade
Total merchandise exports from the United States 

during June amounted to $171,000,000, and general im
ports totaled $136,000,000. Exports were considerably 
larger than in May, contrary to seasonal tendency, while 
imports showed about the average decline for this time 
of year. The value of exports was 42 per cent larger 
than in June 1933, while imports gained only 11 per 
cent, the smallest increase in a year.

Compared with a year ago, shipments of raw cotton 
from the United States to all of the major importing 
countries except Canada and the Far Eastern countries 
showed declines both in volume and value; the total 
quantity exported was reduced 25 per cent and the value 
was slightly less. Imports of raw silk were about one- 
third smaller in quantity and 40 per cent less in value 
than in June 1933. In contrast to the reduced foreign 
trade in textiles, the value of automobiles and accessories 
shipped abroad was nearly three times the small value 
of a year ago, and the value of imports of rubber in
creased almost six times. The quantity of rubber im
ports was more than twice the June 1933 volume.

For the fiscal year ended June 30, exports totaled 
somewhat over $2,000,000,000 and imports $1,700,000,000. 
These totals represent increases over the small figures 
for the preceding twelve month period of 42 per cent 
in exports and 47 per cent in imports. Available statis
tics covering the quantity of commodities in foreign 
trade during the past fiscal year show a gain of 59 per 
cent in imports of crude rubber and a decrease of 13 
per cent in receipts of raw silk. Exports of raw cotton 
were also slightly less than in the year ended June 30, 
1933, with the largest reductions occurring in shipments 
to European countries, notably Germany and Belgium. 
Japan imported 20 per cent more of American cotton 
than in the previous fiscal year.

C om m odity Prices
Prices of important farm commodities rose substan

tially during July, owing chiefly to reports of serious 
crop damage caused by insufficient rainfall and intense 
heat. Sharp advances in cotton and in wheat, corn, and 
other grains followed the release of the July 1 Govern
ment crop reports and were stimulated by indications 
of further crop damage in July.
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The price of cotton rose 1%  cents to 13.35 cents a 
pound for spot delivery, and despite the subsequent 
loss of a small part of this advance, cotton prices in 
July were generally at the highest level in four years, 
as the accompanying diagram indicates. The rise in 
cotton prices was due in part to an indicated decrease 
of over 30 per cent in cultivated acreage under the reduc
tion program of the Agricultural Adjustment Adminis
tration, and in part to reports of subnormal rainfall in 
the western part of the cotton belt.

Wheat advanced 16% cents to $1.12 a bushel for 
the cash price of Number 1 Northern grade. The level 
of wheat quotations established in July was somewhat 
below the temporary peak of the summer of 1933, but 
with that exception was the highest since 1930. A  total 
domestic wheat crop of 484,000,000 bushels was forecast 
in the July 1 Government report, as compared with a 
short harvest of 528,000,000 bushels last year and average 
production of 886,000,000 bushels in 1927-31. A  short 
wheat crop for the world as a whole is also indicated by 
available estimates, with a marked decline in the indi
cated European harvest and some reduction in the 
Australian and Argentine production. The prices of corn 
and other grains also rose considerably, accompanying 
reports of serious crop damage. Following a sharp ad
vance in the previous month hog quotations fluctuated 
irregularly but showed little net change during July, 
while cattle and hide prices moved somewhat lower.

Price reductions were announced by the principal steel 
manufacturers early in July. As the diagram shows, 
these reductions tended to offset in part the sharp ad
vances made in April, but the present level of steel 
prices is considerably higher than in 1932 or in 1933. 
Silk declined 9 cents further to the lowest price on 
record at $1.07% a pound. In general, however, the 
prices of basic commodities other than domestic farm 
products showed comparatively little change during July, 
and despite the large advances in the prices of principal 
agricultural commodities the widely inclusive index of 
wholesale commodity prices computed by the Bureau 
of Labor Statistics advanced only 0.3 of a point, standing

at 75.1 per cent of the 1926 average in the third week 
of July as compared with 74.8 per cent in the last week 
of June.

E m ploym ent and Payrolls

Employment at factories in the United States declined 
somewhat more than seasonally from the middle of May 
to the middle of June, the Federal Reserve Board ad
justed index showing a decrease of 1.3 per cent. Reduc
tions in employment appeared in manufacturing indus
tries producing both durable and non-durable goods, 
but were slightly more pronounced in the non-durable 
group owing largely to a marked recession in the tex
tile industry. Systematic curtailment at cotton mills 
as a measure to avoid overproduction was responsible in 
considerable part for the decreased employment in the 
textile group. Substantial declines were also reported 
in the number of factory workers in the shoe and lumber 
industries.

In spite of a decline in farm employment in drought 
stricken areas there was a small seasonal increase during 
June in the number of farm workers employed for the 
country as a whole. Little change was shown in employ
ment in wholesale and retail trade, in private building 
operations, or on the railroads.

According to Government reports, the number of 
workers directly employed on projects financed by the 
Public Works Administration was increased by about
100.000 from May to June, and approximately 50,000 
were added to other Federal emergency payrolls. About
1.800.000 workers in all had employment in June on 
the various projects financed by extraordinary Federal 
expenditures. The estimate of the American Federation 
of Labor places the total number of persons without 
employment of any sort in June at about 8,500,000.

As measured by the index of the Bureau of Labor 
Statistics, factory payrolls declined 3.1 per cent from 
May to June which is estimated to represent a reduction 
of $4,000,000 in the weekly wages of factory workers. 
The income of factory workers as a group is much higher, 
however, than* in the early months of 1933 even when 
allowance is made for the increase in living costs during

CENTS PER POUND CENTS PER BUSHEL DOLLARS PER CWT. CENTS PER POUND

Movements of Prices of Important Commodities (Monthly averages)
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the intervening period, and the real earnings of em
ployed factory workers have recovered virtually to pre
depression levels.

Indexes of Business^Activity

For the first half of July, there was some indication 
that general business activity showed a slight recession. 
Owing in part to a marked falling off in steel shipments, 
a decline occurred in the volume of merchandise and 
miscellaneous railroad freight, which had previously re
mained quite stable apart from seasonal fluctuations for 
a number of months. As a result, this bank’s adjusted 
index of these two classifications of freight traffic re
ceded to the lowest level since last December. The move
ment of bulk commodities by rail showed no advance 
from the June level although the beginning of harvesting 
operations is usually reflected in some increase in this 
type of freight traffic in July. No definite reports on 
the volume of retail trade for the country as a whole are 
as yet available. In the New York Metropolitan area, 
sales of department stores showed a smaller than seasonal 
decline for the first half of the month, but labor dis
turbances on the Pacific coast and intense heat in much 
of the farming region undoubtedly tended to restrict 
business in these sections. Retail sales of automobiles, 
however, were reported to have held up in comparatively 
large volume for this time of year.

Divergent movements were shown during June by the 
various business indexes computed by this bank, but the 
level of business activity appears to have remained about 
the same as; in the previous month. Among the principal 
measures of activity, the largest increase occurred in 
retail sales of passenger automobiles. Although automo
bile buying usually reaches a seasonal peak in May, and 
falls off rather sharply thereafter, June sales this year 
were fully maintained at the previous month’s level 
owing chiefly to price reductions announced early in the 
month by most of the principal manufacturers. As the 
accompanying diagram shows, the volume of sales in 
June, after seasonal adjustment, was the highest in three 
years and was more than double the extremely low vol
ume of March 1933. Increases occurred also in the

Daily Average Retail Sales of New Passenger Automobiles (Adjusted
for seasonal variation)

volume of check payments and in sales of chain stores 
other than grocery chains. Railroad freight traffic con
tinued at the level of the previous two months. Declines 
were reported, however, in sales of department stores 
and mail order houses., and business failures were more 
numerous than in the previous month.

(Adjusted for seasonal -variations, for usual year to year growth, 
and where necessary for price changes)

1933 1934

June April May June

Primary Distribution
Car loadings, merchandise and misc....... 58 60 60 60
Car loadings, other................................... 55 60 60 61

47 59 51p 56p
64 58 62p 63p

Waterways traffic...................................... 55 70 67
Wholesale trade......................................... 100 86 94 88

Distribution to Consumer
Department store sales,U. S..................... 70 72 75 72
Department store sales, 2nd Dist............ 79 73 74 69
Chain grocery sales r ................................ 79r 66r 68r 68r
Other chain store sales............................. 75 73 r 7 5r 78r
Mail order house sales r ........................... 71r 71r 72 r 67r
Advertising r ............................................. 54r 61r 63 r 60r
Gasoline consumption............................... 81 68 74
Passenger automobile registrations......... 45 51p 48p 56p

General Business Activity
Bank debits, outside New York City.. . . 62 66 62 64
Bank debits, New York City.................. 58 56 47r 47
Velocity of demand deposits, outside

New York City..................................... 78 77 72 73
Velocity of demand deposits, New York

62 63 51 53
Shares sold on N. Y. Stock Exchange. . . 310 64 54 41
Life insurance paid for............................. 67 74r 72 r 69
Employment in the United States r........ 68r 83r 84r 82 r
Business failures........................................ 77 46 42 47
Building contracts.................................... 19 22 23 20
New corporations formed in N. Y. State 85 60 57
Real estate transfers................................. 47 47

General price level*................. ................. 128 137 136 137p
Composite index of wages*...................... 173 184 183 183p
Cost of living*......................... ................. 128 136r 136r 136

p Preliminary r Revised * 1913 average=100

P r o d u c t io n

Apart from a sharp decline in the output of steel, no 
considerable change in the level of basic industrial 
activity, other than seasonal, is indicated by the avail
able weekly data for July. Operations in the steel in
dustry, which usually reach a spring peak not later than 
May, were maintained this year until the final week of 
June but subsequently declined sharply. The average 
rate of operations in July was less than 30 per cent of 
capacity as compared with a June rate of 53 per cent. 
The exceptional magnitude of the decline was due in 
part to the drawing down of inventories accumulated 
by industrial consumers during the second quarter. In 
addition there was some evidence of a recession in the 
demand for steel in connection with publicly financed 
construction and railroad equipment projects. AutomoT 
bile production, however, was reported to have shown 
a smaller than seasonal recession, and although enforced 
curtailment of cotton mill operations was continued the 
seasonal low point in this industry is usually reached 
in July. The production of electric power showed little 
change either before or after seasonal adjustment.

During June the average level of basic industrial out
put showed some recession, and the Federal Reserve 
Board seasonally adjusted index of production of min-
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erals and manufactures declined 2 points to 84 per 
cent of the 1923-25 average. The principal decline 
occurred in the textile industry, owing largely to en
forced curtailment of operations at cotton mills to permit 
a reduction of accumulated inventories. Declines were 
reported also in the output of shoes, coal, lumber, and 
non-ferrous metals. These losses were not fully offset 
by recessions of considerably less than seasonal propor
tions in the steel and automobile industries.

(Adjusted for seasonal variations and usual year to year growth)

MILLIONS 
OF D O LLARS7.5

Metals
Pig iron............
Steel ingots
Lead.................
Zinc..................
Tin deliveries. .

Automobiles
Passenger cars. 
Motor trucks. .

Fuels
Bituminous coal. . . .
Anthracite coal.......
Coke........................
Petroleum, crude. . . 
Petroleum products. 
Electric power........

Textiles and Leather Products
Cotton consumption..........
Wool mill activity..............
Silk consumption...............
Rayon deliveries................
Shoes...................................

Foods and Tobacco Products 
Livestock slaughtered. . . .
Wheat flour.......................
Sugar deliveries................
Tobacco products............

Miscellaneous
Cement................
Tires....................
Lumber........
Printing activity. 
Newsprint paper. 
Machine tools . . .

1933

June

64
38
46
85

44
67

69
71
52
81
71
69

120
133

150
123

110
98
77

43
79
42
59
72
19

1934

April

49
61r
47
56
53

53
93

76
85
63
7166
67

65
76

113

104
87
72
81

4586
37
64
74
40

May

55 
68
56 
56

47
79

75
85
69
71
66
67p

82
85
62
76p

112p

110

81

48
70
37
66
77
39

June

59
73
50
48

56p
72p

72 p 
7 8p 68
73 p

66 p

64 
76 p 
56

103p

107

87
83

46

34

75
30

5.0

2.5

p u b l i c / "

......... - 1 1 1

\ W  PRV

- i I I

VATE

] I I
1932 1933 1934

p Preliminary r Revised

Building
The total of building and engineering contracts 

awarded declined about 5 per cent from May to June, 
despite an unseasonal rise in residential contracts, and 
this bank’s index which is adjusted for seasonal varia
tion, long time growth, and estimated price changes 
receded from 23 to 20 per cent of the trend of past 
years as compared with a recent high of 54 per cent 
reached last December. The principal element in the 
June decline was a recession in privately financed com
mercial building, following the temporary advance in 
May. Contracts for publicly financed construction which 
include chiefly Public Works Administration projects 
increased slightly, as the accompanying diagram indi
cates, while privately financed construction in the aggre
gate declined.

For the first half of 1934, the total of building and 
engineering contracts awarded in 37 States, as reported 
by the F. W . Dodge Corporation, was nearly twice as 
large as the total for the corresponding period of 1933 
and 28 per cent larger than for the first half of 1932. 
Publicly financed construction was between three and 
four times as large as a year ago, and constituted two-

Average Daily Value of Building and Engineering Contracts Publicly  
and Privately Financed (F . W . Dodge Corporation data for 37  

States; July data are for first half of the m onth)

thirds of all contracts, as compared with 37 per cent 
in 1933 and 50 per cent in 1932. Privately financed con
tracts this year were slightly larger than in 1933 but 
remained smaller than in 1932.

During the first half of July, awards of construction 
contracts increased considerably, whereas a seasonal de
cline usually occurs at this time. The rise reflected an 
increase in privately financed non-residential construc
tion, while publicly financed construction declined to the 
lowest level since last August. The average daily amounts 
of contracts awarded in the first half of July are also 
shown in the diagram.

D epartm ent Store Trade
During the first half of July, total sales of the report

ing department stores in the Metropolitan area of New 
York were 4 per cent higher than in the corresponding 
period a year ago, and excluding sales of liquor from 
this year’s figures, the increase amounted to 2 per cent. 
Somewhat less than the usual seasonal recession appears 
to have occurred between June and the first half of 
July, following a counter-seasonal decline between May 
and June.

For the month of June, total sales of the reporting 
department stores in this district were approximately 
3 y2 per cent higher than last year, a smaller percentage 
increase than in the previous month. A  rise of 2 per 
cent was indicated after exclusion of sales of liquor 
from this year ’s figures. The largest percentage increases 
in sales were shown by the Bridgeport, Southern New 
York State, and Hudson River Valley District stores. 
The other districts also showed increases which were 
larger than that indicated for the Metropolitan area of 
New York, with the exception of the Capital district 
wThere sales were smaller than a year ago. For the first 
half of 1933, total department store sales in this district 
were 9y2 per cent ahead of the corresponding period 
last year. Apparel store sales in June were 7 per cent 
larger than a year ago and the total for the first six 
months of this year was 15 per cent larger.

Stocks of merchandise on hand at the end of June, 
while remaining 11 per cent higher than the year pre
vious, showed a smaller year to year increase than in
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the preceding 10 months. Both department stores and apparel stores continued to report a higher rate of collections than a year ago.

Locality

New Y o rk ..........................................
Buffalo.................................................
Rochester............................................
Syracuse..............................................
Northern New Jersey...................
Bridgeport..........................................
Elsewhere............................................

Northern New York State. . . 
Southern New York State. . . 
Hudson River Valiev District
Capital District..........................
Westchester District.................

All department stores..........

Apparel stores.........................

Percentage change from 
a year ago

Net sales

June

+  2 .9  
+  7 .6  
+  5 .2  
+  4 .7  
+  3 .0  
+ 1 6 .4  
+  5 .8  
+  5 .0  + 10.8 +11.1 
—  6 .4  
+  7 .0

+  3 .6

+  7 .2

Jan. 
to June

+  9 .6  
+ 1 2 .9  
+ 1 2 .7  
+  9 .3  + 6.1 
+ 1 8 .8  +11.2 
+  2 .7  
+ 1 4 .2  
+  9 .4  
+ 1 1 .5

+  9 .5

+ 1 5 .2

Stock 
on hand 
end of 
month

+ 1 1 .7  
+  5 .7  + 6.8 — 0.2 
+ 1 6 .9  
+  3 .5  
+ 2.8

+ 1 0 .9

+ 3 2 .2

Per cent of 
accounts 

outstanding 
M ay 31 

collected in 
June

1933

4 5 .7
4 1 .0
4 2 .7
25 .6
38 .6  
35 .3
3 0 .0

43 .1

1934

50 .3
4 5 .6
4 6 .7
36 .4  
43.1  
39.6
31 .5

4 3 .7

Net sales 
percentage change 

June 1934 
compared with 

June 1933

Men’s furnishings................................
Hosiery.................................................
Men’s and Boys’ wear........................
Shoes.....................................................
Woolen goods.......................................
Women’s r̂ ndy-t.-i-ŵ ar accessories.. .
Silks and vrlve1 s ........................................
Tov*. ,m'! sooiiine; go'»ds....................
Pr.oka ?'<’ siaii 'neiy..........................
C o t t o n  v i s .....................................................
Li'ivrrv*' and oilier leather goods. . . .
T'ul't at tides and drugs....................
Wo»non  ̂and Misses’ ready-to-wear..
lion.c fin ni.-l'iti ŝ................................
Silvers an' and jewelry.......................
Linens ••.)(! handkerchiefs...................
Music0! in>iru!"enfs and radio..........
J'\itni(\-T° ...........................................
Miscellaneous. .............................

+ 1 0 .9
+  8 .9
+++++
++

8 .7  8.16.6 
5 .6  
3 .2  
3 .1
3 .02.1

—  2 .9
—  3 .7
—  3 .9
—  5 .3
—  6 .3
—  7 .5  —12.0 
— 14.3  
+  5 .3

Stock on hand 
percentage change 

June 30, 1934 
compared with 
June 30, 1933

+ 1 5 .0  +10.6 
+ 1 7 .5  
+  17.6
—  7 .2  
+  6 .7
—  0 .5  
+ 1 1 .9  
+  3 .7  
+  4 .6  
+  1.9  
+  14.0  
+ 1 3 .1  
+  7 .3  
+  8 .7  + 12.6 
+  5 .1  
+ 3 2 .7  
+  1 .9

diamond and jewelry firms continued lower than a year ago. Collections continued to average higher than lastyear.

Commodity

Percentage 
change 

June 1934 
compared with 

June 1933

Per cent of 
charge accounts 

outstanding 
M ay 31 

collected in 
June

Percentage
change

in
net sales

Net
sales

Stock 
end of 
month 1933 1934

First six 
mos. 1934 
from 1933

Groceries...................................... + 1 2 .1  
— 17.0  
— 1 2 .7  
— 50.6*  
— 30.0  
—  4 .7  
+  2 .4  
+  11.6  
+  0 .4  
— 17.1  
+  3 .5

+ 2 2 .1 83 .6
40 .7  
36 .0  
73.9
4 4 .8  
23 .4  
4 4 .3  
5 2 .7  
4 0 .2

{2 4 .6

95 .1  
39 .9
3 9 .7  
61 .0
42 .7
22 .2
48 .0  
5 5 .4
48 .1

{2 8 .8

+ 2 7 .9
+ 3 3 .9
+ 2 0 .9
— 23 .4 *
+  5 .8
+  12.2
+  14.2
+ 2 4 .8
+ 2 6 .3
+ 2 0 .1
+ 8 5 .4

Men’s clothing..........................
Cotton goods..............................
Silk goods....................................
Shoes.............................................

+  9 .7 *

Drugs............................................ + 2 5 .0
+ 2 2 .9Hardware.....................................

Stationery...................................
Paper............................................
Diamonds.................................... — 14.9

— 10.1Jewelry.........................................

Weighted average........... —  4 .4 54 .5 57 .0 + 2 5 .4

W holesale Trade
During June total sales of the reporting wholesale firms in this district averaged 4 per cent below a year ago, the first decrease since April 1933, owing largely to the fact that year to year comparisons are now being made with a period in which wholesale trade showed substantial recovery. The shoe, cotton goods, men’s clothing, and diamond firms reported sizable decreases in sales from a year ago, and sales of silk goods, reported on a yardage basis by the National Federation of Textiles, were only half of the 1933 volume. The hardware, paper, drug, and jewelry concerns showed moderate changes in sales from a year ago, and in no case was the comparison as favorable as in preceding months. The stationery and grocery firms, however, reported rather substantial gains in sales over last year, although in the case of grocery concerns, the exclusion of liquor sales from the 1934 figure reduces the increase to about % per cent. For the first 6 months of 1934, sales of the reporting wholesale firms averaged 25 per cent higher than in the corresponding period of 1933.Substantial gains over a year ago in stocks of merchandise on hand were again reported by the grocery, drug, and hardware concerns, while stocks held by the

* Quantity figures reported by the National Federation of Textiles, Incorpo
rated, successor to the Silk Association of America, Incorporated; not 
included in weighted average for total wholesale trade.

Chain Store Trade
Total June sales of the reporting chain store systems were approximately 9V2 per cent higher than a year ago, a somewhat smaller increase than occurred in the previous month. Sales of the candy chains again showed a substantial gain over a year ago, which after making allowance for one more Saturday this year than last was about the same as last month’s increase. Ten cent and variety chain store sales also continued well above a year ago, but in each case the percentage increase wTas not quite as large as in May. Sales of chain drug stores were only 1 per cent higher than a year ago, the least favorable comparison in four months, and sales of grocery and shoe chains were smaller than a year ago following increases in May. For the first half of 1934, total chain store sales were 13 per cent higher than in the corresponding period of 1933.Between June a year ago and this year the drug and shoe chains reduced considerably the number of stores operated; sales per store of these types of chains showed a very favorable comparison with sales in June of last year, which was not indicated by the figures for total sales. Candy chains reported a moderate gain in the number of units operated in June 1934 compared with a year ago, and sales per store increased less than total sales. For all reporting lines, the increase over a year ago in sales per store was slightly larger than the increase in total sales.

Percentage change June 1934 
compared with June 1933

Percentage change 
Jan.-June 1934 
compared with 
Jan.-June 1933

Type of store Number 
! of 

stores
Total
sales

Sales
per

store
Total
sales

Sales
per

store

Drug........................................................ — 10.8
Shoe........................................................  — 22.3
Variety...................................................  —  0 .4
Candy.....................................................  +  6 .0

—  2 .7  
+ 1 4 .4  
+  1.1
—  2 .5  
+ 1 4 .4  
+ 2 5 .4

—  1 .3  
+ 1 4 .6  
+ 1 3 .3  
+ 2 5 .5  
+ 1 4 .9  
+ 1 8 .3

+  3 .1  
+ 1 6 .3  
—  0 .4  
+  8 .5  
+ 2 1 .6  
+  15.0

+  4 .6  
+ 1 6 .7  
+ 2 2 .6  
+ 3 7 .3  
+ 2 1 .9  
+  4 .8

Total.............................................. —  2 .2 +  9 .4 + 1 1 .9 + 1 3 .2 + 1 6 .1
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Business Conditions in the United States
(Summarized by the Federal Reserve Board)

I NDUSTRIAL production, which had increased during each of the six months 
from December to May, declined in June by somewhat more than the usual 

seasonal amount. Factory employment and payrolls also showed decreases 
which were partly of a seasonal nature. The general level o f wholesale com
modity prices advanced during June and showed little change during the first 
three weeks o f July.

P r o d u c t io n  a n d  E m p l o y m e n t

Volume of industrial output, as measured by the Board’s seasonally ad
justed index, decreased from 86 per cent of the 1923-25 average in May to 
84 per cent in June, reflecting chiefly a sharp reduction in activity at cotton 
textile mills. Production at lumber mills and at coal mines also showed a 
decline. In the steel and automobile industries activity decreased in June by 
an amount somewhat smaller than is usual at this season. Maintenance of 
activity at steel mills in June reflected in part the accumulation of stocks by 
consumers, according to trade reports, and at the beginning of July output 
of steel showed a sharp decline.

Employment at factories decreased somewhat between the middle of May 
and the middle of June, reflecting reductions in working forces in industries 
producing textile fabrics, wearing apparel, leather products, automobiles, and 
lumber, offset in part by increases in employment at steel mills and at meat
packing establishments.

Value of construction contracts awarded, which had shown little change 
during May and June, showed an increase in the first half of July, according 
to the F. W. Dodge Corporation.

Department of Agriculture estimates, based on July 1 conditions, indi
cated a wheat crop of 484,000,000 bushels, compared with an average of 
886,000,000 bushels for the five years 1927-1931, and a corn crop of 2,113,- 
000,000 bushels, compared with the five year average of 2,516,000,000 bushels. 
Crops of other grains, hay, and tobacco were also estimated to be considerably 
smaller than usual. The acreage of cotton under cultivation was estimated 
at 28,000,000 acres, about 2,000,000 less than the acreage harvested last season. 
In the first three weeks of July drought conditions prevailed over wide areas, 
particularly in the southwest.

D is t r i b u t i o n

The number of freight cars loaded per working day showed a further 
slight increase in June followed by a decline in the first half of July. Sales by 
department stores decreased in June by more than the estimated seasonal 
amount.

W h o l e s a l e  C o m m o d i t y  P r ic e s

Wholesale prices of farm products and foods generally advanced during 
June while other commodities as a group showed a slight decline. Hog prices 
increased considerably in the middle o f the month while wheat declined 
throughout the month. In the middle of July wheat prices advanced rapidly 
to levels above those reached at the end of May, and there was a considerable 
advance in cotton, while lumber prices declined and finished steel prices were 
reduced somewhat from the advanced quotations previously announced.

B a n k  Cr e d it

Between June 13 and July 18 member bank reserves increased to a new 
high level o f nearly $4,000,000,000, about $1,850,000,000 in excess of legal 
requirements. The growth reflected chiefly a further increase in the monetary 
gold stock. A seasonal increase in demand for currency over the July 4th 
holiday period was followed by an approximately equal seasonal return flow 
during the succeeding two weeks. The volume of Reserve Bank credit out
standing showed little change.

At reporting member banks there was a growth of U. S. Government 
deposits during the five week period, reflecting chiefly the purchase in June 
of new issues of Government securities by the banks. Bankers7 balances also 
increased but deposits o f individuals, firms, and corporations have shown little 
change. Loans declined somewhat, reflecting a decrease in loans to customers, 
while loans to brokers showed an increase.

Money rates remained practically unchanged at the low levels prevailing 
in June.
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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, 1934

M on ey M arket in August

During the past month bank loans other than security 
loans, which presumably represent largely commercial 
borrowing, have shown their first substantial increase 
since the autumn of 1933. This increase amounted to 
approximately $100,000,000 in the four weeks ended 
August 22, and apparently reflects a fairly early begin
ning of the financing of seasonal business activity. Of 
the total increase during this period, $22,000,000 was in 
New York City and the remainder was widely distri
buted among the other cities throughout the country 
which are covered by the weekly member bank reports. 
Notwithstanding the recent increase, the total volume 
of these loans remained $225,000,000, or about 5 per 
cent, below the volume of a year ago, but it is probable 
that at least a part of this reduction represents the charg
ing off of old loans classified by examiners as being of 
doubtful value.

The weekly member bank reports also showed an 
increase of $141,000,000 in holdings of securities other 
than Government obligations during the four week 
period. Although detailed data are not available as to 
the character of these investments, it is probable that 
the principal factor in the increase was the purchase by 
these banks of Government guaranteed bonds of the

BILLIONS
OF DOLLARS 
7 r

Federal Farm Mortgage Corporation and the Home 
Owners’ Loan Corporation which were issued during the 
first half of August. Holdings of United States Govern
ment issues showed a small net decline during the past 
month, probably due to the fact that maturities of 
Treasury bills exceeded new issues of such bills during 
the period.

The total loans and investments of the reporting banks 
have shown no increase during the past month, however, 
due to a substantial liquidation of security loans accom
panying weakness in the security markets during a con
siderable part of this period. The reduction amounted 
to $222,000,000 in the four weeks ended August 22, 
which, following some reduction in the preceding month, 
carried the volume of security loans in the reporting 
banks to a new low level for at least the past ten years.

The reduction in deposits caused by the liquidation 
of security loans largely offset the increase in deposits 
caused by the increases in commercial loans and in 
investments, but a further moderate increase in the 
deposits of reporting banks, exclusive of Government 
deposits, again occurred, apparently due largely to 
Government expenditures. Government deposits in these 
banks declined during the four week period by about 
the same amount as other demand deposits increased. 
The further moderate increase of the past month carried
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net demand and time deposits of weekly reporting banks 
to a level at least $2,000,000,000 higher than at the begin
ning of the year. This increase includes a substantial 
expansion of interbank deposits, but in addition there 
has been a large increase in individual deposits subject 
to check which are available for personal and business 
uses.

Data on the character and distribution of the increase 
in bank deposits are contained in the detailed report of 
the condition of all member banks on June 30, recently 
issued, and are shown in the preceding diagram. The 
demand deposits shown in this diagram consist largely 
of individual deposits subject to check, and exclude inter
bank deposits representing largely secondary reserves 
and excess funds deposited by the smaller banks with 
their city correspondents. The data after the beginning 
of 1933 include only deposits in licensed banks, and a 
considerable part of the drop in deposits in the first 
half of that year is due to the exclusion of deposits in 
unlicensed banks.

The first increase in deposits following the substantial 
shrinkage in the early years of the depression occurred 
in New York, as the first section of the diagram indicates. 
The elimination of interest payments on demand deposits 
was followed by some withdrawal of deposits from the 
New York banks during the latter half of 1933, however, 
and the greatest expansion in both demand and time 
deposits during the past year has occurred in other 
reserve city banks and in the so-called 4‘ country banks.’ ’ 
For the country as a whole the increase in demand 
deposits amounted to $1,271,000,000, or more than 9 per 
cent, between March 5 and June 30 of this year, and was 
more than $2,000,000,000, or about 16 per cent, during 
the year ended June 30. At the same time there was 
a substantial rise in time deposits, chiefly in the form 
of deposits evidenced by savings pass books, which in
creased more than $1,000,000,000, or approximately 17 
per cent, during the year.

E x c e s s  R eserves a n d  M o n e y  R a tes

Excess reserves of member banks for the country as a 
whole remained during most of August around the level 
of $1,900,000,000 reached near the end of July. A  fur
ther net increase in the monetary gold stock, due to an 
excess of imports during the first half of the month over 
the exports of the latter half, contributed some addi
tional funds, as did also an increase of smaller propor
tions in Treasury currency consisting chiefly of new 
silver certificates. On the other hand, there was an 
increase in the amount of currency in circulation which 
presumably represents the beginning of the usual sea
sonal increase. In New York City excess reserves rose 
to new high levels, at times exceeding $675,000,000. This 
increase was attributable partly to gold imports and 
partly to an inflow of funds from other parts of the 
country.

Reflecting the large supply of funds available in the 
money market, money rates remained at very low levels 
throughout the month. The only noteworthy change 
was a slight increase in yields on short term Govern
ment securities which accompanied some recession in the 
prices of longer term Government obligations during 
the month.

Money Rates at New York

Aug. 31, 1933 July 31, 1934 Aug. 31, 1934
Stock Exchange call loans..................... H 1 1
Stock Exchange 90 day loans............... *HPrime commercial paper—4 to 6 months i x H-l H-lBills—90 day unindorsed...................... H Vs-H y8- n

f2.25Customers’ rates on commercial loans. . f3 .19 f2 .10
Treasury securities

Maturing December (yield).............. No yield No yield No yield
Maturing March (yield).................... 0.11 No yield No yield
Maturing December 1935 (yield). . . . 0.22 0.37

Average rate on latest Treasury bill sales
91 day issue....................................... 0.14

182 dav issue....................................... 0.07 0.22
Federal Reserve Bank of New York

rediscount rate.................................... 2 X I X I XFederal Reserve Bank of New York
buying rate for 90 day indorsed bills 1 X X

* Nominal t Average rate of leading banks at middle of month

B i l l  M a r k e t  
The bill dealers transacted a somewhat larger volume 

of business during the first part of August due to a 
moderate increase in the supply of bills coming into the 
market. These new bills represented to a considerable 
extent drawings arising from cotton transactions. The 
continued active investment demand for acceptances 
quickly absorbed these new offerings and dealers’ port
folios remained at a minimum. Subsequently, conditions 
in the discount market again became extremely quiet. 
Most of the bills sold by the dealers were at a rate of 
Ys per cent, and their purchases were made largely at 
3/16 per cent.

During July a further decline of 3 per cent occurred 
in the volume of bankers acceptances outstanding. The 
total of $516,000,000 at the end of the month was $255,- 
000,000 below the January figure and $222,000,000 lower 
than a year ago. The principal decline for the month 
was in export bills, but other types of bills generally 
showed some reduction. The amount of bills held by the 
accepting banks and bankers increased further in July 
to 92 per cent of the total then outstanding.

C o m m ercia l P a p e r  M a r k e t  
The volume of new commercial paper entering the 

open market during the first part of August showed a 
moderate increase, reflecting to some extent borrowings 
by milling concerns, but subsequently there was a de
cline in the amount of business notes drawn. Banking 
investors continued throughout the month to inquire 
actively for commercial paper, and current offerings by 
dealers of high grade paper were readily absorbed at 
rates ranging from %  to 1 per cent for the four to six 
month maturities. Although the %  per cent rate con
tinued to be quoted more frequently than the 1 per cent 
rate, the range of rates remained the same as that which 
has prevailed since the first part of June.

In July the volume of commercial paper outstanding 
showed a further increase of 11 per cent. This is the 
sixth consecutive increase, and the volume outstanding 
reached $168,000,000, which is 74 per cent above a year 
ago and is the largest amount since November 1931.

Foreign Exchange

During August, the position of the dollar in the 
foreign exchange market shifted from the gold import 
point to the export point. Nearly all the major foreign 
exchanges advanced steadily against the dollar during
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Daily Quotations for the French Franc at N ew  York (Latest rate  
is for A u g u st 2 9 )

the first two weeks of August, in several cases to the 
highest quotations since the new parity rates were estab
lished. As the accompanying diagram indicates, the 
French franc rose sharply from below the estimated gold 
import point on August 1 to above the export point from 
New York on the 11th, and then, coincident with some 
export of gold, declined through the 15th. On August 
22 to 25 and again on August 29 to 31 the franc re
attained the export point from New York and in each 
case gold shipments resulted. Belgas, Swiss francs, and 
guilders moved with the French franc; in fact the Bel
gian and Swiss exchanges were frequently stronger than 
the French currency. Reichsmarks gained fairly steadily 
during the first three weeks of August to a high of 
$0.4021 on the 20th, which was closer to their new parity 
than at any time since its establishment, but later quota
tions were somewhat lower. Lire advanced to $0.08721/2 
on the 13th and were quoted only slightly below that 
level thereafter.

The course of sterling was an exception to the general 
tendency of the principal foreign exchanges in the second 
half of the month. After advancing from $5.03% on 
August 1 to $5.11% on the 11th, along with a rise in 
other currencies, the pound declined to $5.011/2 on the 
30th and was below $5.00 on the 31st for the first time 
since early February.

Closing Cable'Rates at'New York

Exchange on
Par of

Exchange Aug 31, 1933 July 31, 1934 Aug. 30, 1934

Belgium........................... $ .2354 $ .1990 $ .2346 $ .2380
Denmark......................... .4537 .2025 .2251 .2242
England........................... 8.2397 4.5275 5.0350 5.0150
France............................. .0663 .05578 .06591 .06694
Germany......................... .4033 .3395 .3875 .3995
Holland........................... .6806 .5730 .6762 .6869
Italy................................. .0891 .0748 .0857 .0870
Norway........................... .4537 .2275 .2532 .2520
Spain............................... .3267 .1190 .1367 .1388
Sweden ............................ .4537 .2335 .2598 .2586
Switzerland..................... .3267 .2748 .3260 .3314

Canada............................ 1.6931 .9500 1.0169 1.0225
Argentina........................ .7187 .3605 .3357 .3343
Brazil............................... .2026 .0839 .0850 .0850
Uruguay.......................... 1.7511 .6600 .8000 .8000

Japan............................... .8440 .2681 .2991 .2998
India................................ .6180 .3410 .3790 .3789
Shanghai......................... .2875 .3388 .3431

G old M ovem en t

The gold import movement to this country which began 
last February continued to about the middle of August, 
and the receipts for the month totaled $44,500,000, in
cluding $20,000,000 from England, $9,300,000 from 
India, $6,700,000 from Canada, $6,300,000 from France, 
and $1,800,000 from China. After the middle of August 
gold imports largely ceased, owing to the decline in dollar 
exchange to the gold export point, and between August 
15 and the end of the month a total of $13,700,000 of 
gold was exported, of wThich $11,700,000 went to France 
and $2,000,000 to Belgium.

Other transactions during the month affecting the 
monetary gold stock included the release of $1,100,000 
of gold previously earmarked at this bank for foreign 
account, and receipts by the mints and assay offices of 
newly mined domestic gold and of scrap gold averaging 
about $1,700,000 and $1,600,000, respectively, a week. 
There was also an import of $2,100,000 of gold from 
Colombia which was immediately earmarked and conse
quently had no effect on the monetary stock of the 
country. In the aggregate, this country’s gold stock 
showed a net rise of about $50,000,000 for the month.

Central Bank R ate  Changes

Effective August 28 the National Bank of Belgium 
reduced its rate of discount for acceptances from 3 to 
2y2 per cent. The previous rate had been in effect since 
April 26 when it was lowered from 3y2 per cent.

Security M arkets

Some recovery in stock prices has occurred since the 
latter part of July, although trading on the Exchange 
has been very inactive. The advance in August was 
highly irregular but nevertheless was of sufficient pro
portions so that near the end of the month about one-half 
of the sharp decline in average prices that occurred 
toward the end of July had been canceled. In the closing 
days, however, a declining tendency prevailed. Industrial 
shares showed the greatest recovery in August. Railroad 
stocks remained close to the lowest levels since the spring 
of 1933 and utility stocks rose only slightly above the 
lowest levels in recent years. Bank stocks showed a 
further net decline in August.

High grade investment bonds declined further in the 
first part of August; domestic corporation issues dropped
1 to 2y2 points between the 1st and 13th of the month 
and United States Treasury bonds showed an average 
decline of about 1 y2 points through August 11. Lower 
grade corporate issues also receded during this period, 
accompanying the issuance of unfavorable reports on 
important lines of business activity. As a result, the 
currently available daily averages of corporate bond 
prices reached the lowest levels since the first quarter 
of this year. Subsequently, lower and medium grade 
bonds recovered coincident with a net advance in stock 
prices, and toward the end of the month were at about 
the same levels as at the beginning of August. The 
recovery in high grade bonds, however, was of smaller 
proportions and these issues remained at lower levels 
than at the beginning of August. For high grade cor-
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porate issues the net decline for the month was around 
to 1 y2 points, and in Treasury bonds the net reces

sion was about 1 point.

N ew  Financing
Accompanying some unsettlement in the prices of out

standing bonds, public offerings of new securities pro
ceeded in August at a slower rate than during July. A  
large part of the month’s total was represented by an 
offering by the Secretary of the Treasury of $150,000,000 
of Home Owners’ Loan Corporation bonds, guaranteed 
both as to principal and interest by the United States. 
Tenders for these bonds were received from the public 
in the amount of $233,000,000, but only $127,000,000 
were accepted by the Treasury— at prices which gave an 
average yield of 1.15 per cent on the 2 year series, 
1.77 per cent on the 3 year series, and 2.01 per cent on 
the 4 year series. The remainder of the bonds was taken 
up by the Treasury for its various investment funds. 
The Federal Intermediate Credit Banks also sold an 
issue of $15,000,000 of short term debentures, largely to 
replace maturities of $11,000,000.

Public offerings of other securities were limited to 
a total of about $20,000,000, which comprised a $8,500,- 
000 public utility issue and several small municipal 
issues aggregating $11,000,000. In addition a $50,000,000 
loan was arranged by a group of New York City banks 
for the Dominion of Canada to refund securities which 
have been called for payment on September 1, but no 
public offering of securities was entailed in this financ
ing. There was also $10,500,000 of oil company refund
ing which was arranged through the private placement 
of the new securities.

Direct financing by the United States Government in 
August was entirely in the form of Treasury bills. 
Maturities of 91 and 182 day bills aggregating $451,000,- 
000 were largely replaced by sales of $376,000,000 of 
182 day bills. The cost of Treasury bill issues advanced 
slightly, the rate on the issue dated August 29 being 
0.22 per cent as compared with 0.07 per cent on the 
last July issue.

Business Profits
Reflecting the maintenance of a somewhat higher level 

of industrial output than in 1933, earnings reports which 
have become available from 276 industrial and mercan
tile companies indicate that aggregate profits during the 
second quarter of this year were double those of the 
corresponding period of last year, which was the first 
quarterly period in nearly two years in which business 
generally earned any appreciable amount of net profits. 
Profits of these companies were also about 20 per cent 
larger than in 1931. These companies represent numer
ically only a small sampling of all businesses in the coun
try, and in the main constitute the largest and strongest 
concerns. Consequently the comparison is a much more 
favorable one than would be shown if interim reports 
were available for all concerns.

Despite the large percentage increase in corporate 
profits, the return on invested capital remained low 
relative to previous years; as compared with the average

for the 1925-1929 period, second quarter profits were 
only about one-half as large. The increase in aggregate 
profits over 1933 was due in large part to the fact that 
the steel and oil companies earned some net profit this 
year, whereas their operations last year resulted in siz
able deficits. The profits of the chemical and electrical 
groups of companies also increased considerably over a 
year ago. These increases, however, were offset to some 
extent by smaller profits reported by the automobile 
group, despite a materially larger volume of business.

For the first six months of the year, reports available 
for 407 industrial and mercantile companies indicate 
that net profits were about five times those of the first 
half of 1933, due chiefly to the much larger year to year 
increases in the first quarter than occurred in the second 
quarter of this year. Virtually all groups of companies 
reported better earnings for the half year than in 1933, 
the exceptions being the aviation and shipping groups, 
which showed deficits this year as against some net profit 
last year. The only other group to show a combined 
deficit was the railroad equipment companies, but in this 
case the deficit was smaller than last year’s. The number 
of companies of all kinds reporting deficits through oper
ations in the first half of the year decreased from 46 per 
cent of the total in 1933 to 24 per cent in 1934,

Net operating income of telephone companies, both 
for the second quarter and half year, was somewhat 
larger than in 1933, but was less than in 1932. Net earn
ings of other public utility companies, however, declined 
further to a new low level for recent years, despite a 
generally higher level of business than a year ago. Net

(Net profits in millions of dollars)

Second quarter First six months

Corporation groups 1931 1932 1933 1934 1931 1932 1933 1934

Automobile parts and 
accessories (excl .tires)

61.1 1.3 47.7 41.3 89.7 3.4 45.5 69.9
5.2 — 1.8 4.1 8.6 9.0 — 6.5 — 0.4 17.2

Aviation...................... 1.0 — 1.5 2.9 — 0.4 1.8 — 1.3 3.1 — 1.0
Building supplies........ 1.9 — 2.3 — 1.1 0.9 5.5 — 3.6 — 3.7 1.9
Chemicals and drugs.. 27.1 11.7 17.4 25.0 54.8 30.9 30.1 51.6
Clothing and textiles.. 0.1 — 2.2 0.7 0.2 — 0.3 —15.6 0.6 1.6
Coal and coke............ 0 — 1.5 — 1.4 0.5 0.6 — 2.2 — 2.4 2.2
Copper........................ — 0.7 — 1.4 — 1.3 0.3 — 1.3 — 3.9 — 4.2 2.2
Electrical equipment.. 11.6 0.4 0.3 7.4 19.8 2.1 — 2.2 10.5
Food & food products. 38.2 28.3 29.5 28.6 96.6 71.8 63.9 67.9
Household supplies.. . 2.0 — 0.1 1.9 2.5 18.3 — 3.1 8.2 14.2
Leather and shoes. .. . 6.1 2.1 4.3 7.2
Metals & mining (excl.

0.6 — *2.3 — *i’.9 *3*0 3.3 — 7.8 — 7.2 3.5
copper, coal, & coke) 5.3 2.0 5.9 9.7 13.3 7.1 11.2 24.2

Motion picture........... — 2.1 — 6.8 — 1.3 1.6 3.4 — 10.3 — 2.4 6.0
Office equipment........ 3.2 0.9 1.6 3.2 5.6 2.6 2.7 5.9
Oil............................... —28.1 13.8 — 6.7 12.7 —40.6 12.6 —34.1 28.2
Paper........................... 1.1 — 0.2 0.3 0.8 3.0 — 0.5 0.2 2.6
Printing and publishing 3.7 2.1 0.3 2.3 10.7 5.8 2.2 5.1
Railroad equipment.. . 2.1 — 1.7 — 1.7 1.4 4.6 — 4.4 — 5.9 — 0.5
Rubber and tires........ — 1.2 — 5.8 — 4.1 3.5

'6*9 0.3 0.4 ” *o 0.3 — 0.6 0.1 — 0.7
Steel............................. 8.0 —36.4 — 14.4 20.3 16.9 —69.2 —51.2 14.6
Stores.......................... 10.5 — 0.4 5.2 15.6

Y .2 '0 .6 0.5 *i‘.2 2.7 1.2 0.5 1.6
Miscellaneous............. 9.0 4.1 6.9 9.8 27.9 14.7 15.1 30.0

TWoi f276cos. 2nd quar. 
lotal\407cos. 1st half.. 152.4 7.3 90.6 180.9 361.0 19.1 75.1 385.0
102 Telephone cos. (net

operating income) . . 
72 Other public utility

72.3 51.2 47.1 e50.1 141.8 102.0 88.5 e99.3

cos. (net earnings).. 101.1 85.7 78.0 72.9 212.2 186.0 161.2 155.2

Total public utilities 173.4 136.9 125.1 123.0 354.0 288.0 249.7 254.5

148 Class I railroads
(net operatingincome) 129.2 44.2 120.2 113.6 235.4 109.6 154.7 225.8

—  Deficit e Partly estimated
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operating income of Class I railroads in the second quar
ter was somewhat less than a year ago, but the total 
for the half year was about 50 per cent higher than in 
1933, due to the rather favorable showing made in the 
first quarter. It appears that as a result of the decline 
in operating income in the second quarter there was a 
deficit after payment of interest and other fixed charges 
for these railroads as a group.

Production
Some further recession during August in basic indus

trial activity is indicated by the preliminary data now 
available. Steel mill operations were reported at 19 
per cent of capacity in the latter part of the month, the 
lowest level since the spring of 1933, and output of the 
industry for August as a whole appears to have been 
lower than in July. Some further decline was also 
reported in the production of automobiles, the output 
of bituminous coal showed a moderate contra-seasonal 
recession, and the production of electric power showed 
a gradual decline after seasonal adjustment. Operations 
in the cotton textile industry remained at the curtailed 
level of the previous two months.

With the exception of a very sharp decline in the out
put of iron and steel, there was no* pronounced change 
other than seasonal during July in the rate of basic 
industrial operations. Steel production, which usually 
reaches a seasonal peak not later than May, was main
tained at a comparatively high level this year until the 
last week of June, owing largely to accumulation of 
inventories by steel consuming industries which had 
placed orders in advance of price increases. The sharp 
decline in steel mill operations during July reflected to 
a large extent the use of accumulated stocks, although 
there was also some recession in the actual steel require
ments of consuming industries. As is indicated in the 
accompanying diagram, the level of basic industrial out
put, apart from iron and steel production, showed little 
change other than seasonal from June to July, following 
a moderate decline in the previous three months. Auto
mobile production receded slightly more than seasonally, 
but operations in the meat packing industry were substan
tially increased to take care of the processing of live-

P£R CENT

Indexes of Iron and Steel Production and of Other Industrial 
Production (Based on Federal Reserve Board's seasonally 

adjusted indexes; 1 9 2 3 -2 5  a v e r a g e s  IOO per cent)

stock shipped from drought areas, the consumption of 
raw cotton by mills showed no further decline although 
the seasonal tendency in July is downward, and in a 
number of other important industries little variation was 
shown after allowance for the usual seasonal changes.

(Adjusted for seasona Ivariations and usual year to year growth)

1933 1934

July May June July
Metals

59 55 59 39
Steel ingots................................................ 85 68 73 38

32 56 50 46
Zinc............................................................ 61 56 48 49
Tin deliveries............................................. 98 55 54

Automobiles
Passenger cars........................................... 50 47 56 54 p
Motor trucks............................................. 70 79 72 74 p

Fuels
Bituminous coal......................................... 82 75 71 70 j)
Anthracite coal.......................................... 68 85 78 66 p
Coke........................................................... 65 69 68 55
Petroleum, crude....................................... 80 71 73 7 2p
Petroleum products................................... 71 66 66
Electric power........................................... 72 67 67 p 66p

Textiles and Leather Products
Cotton consumption................................. 118 82 64 68
Wool mill activity..................................... 150 85 77 77 p
Silk consumption....................................... 79 62 56 53
Rayon deliveries....................................... 139 76 85p

126 116 99 p lOlp
Foods and Tobacco Products

Livestock slaughtered............................... 113 110 107 126
Wheat flour................................................ 94 86 86 79
Sugar deliveries......................................... 79 95 87 62
Tobacco products...................................... 79 81 83 83

Miscellaneous
Cement....................................................... 48 48 46 43

92 70 67
51 37 34 32

Printing activity....................................... 64 66 67
Newsprint paper........................................ 76 77 74r 74
Machine tools............................................ 30 39 30 33

p Preliminary r Revised

Indexes of Business A ctivity

During the first half of August, no consistent tendency 
was apparent in the available measures of general busi
ness activity. Sales of department stores in the Metro
politan area of New York appear to have shown more 
than the usual seasonal increase from the July level, 
and the dollar volume of sales was not materially differ
ent than in the first half of August last year, when con
sumer buying in anticipation of price increases reached 
its peak. Following a substantial decline in July, car 
loadings of merchandise and miscellaneous freight were 
little changed after seasonal adjustment, but the move
ment of bulk freight over the railroads showed a moder
ate contra-seasonal decline.

From June to July declines occurred in most of this 
bank’s seasonally adjusted indexes of distribution and 
general business activity. After maintaining a nearly 
constant level since the beginning of the year, the index 
of car loadings of merchandise and miscellaneous freight 
declined 5 per cent, apparently reflecting to a consider
able extent the sharp drop in shipments of steel. Fur
thermore, some recession occurred in sales of department 
stores, chain stores, and mail order houses, partly as a 
result of labor disturbances and intense heat in certain 
sections. The volume of bulk freight was maintained, 
however, by exceptionally heavy shipments of livestock
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from drought areas, and no pronounced changes were 
apparent in this bank’s indexes of new passenger auto
mobile registrations and the volume of check transactions.

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1933 1934

July May June July

Primary Distribution
Car loadings, merchandise and misc....... 60 60 60 57
Car loadings, other.................................... 63 60 61 60
Exports....................................................... 56 51 56 55 p
Imports...................................................... 75 62 64 64 p
Waterways traffic...................................... 59 67 67
Wholesale trade......................................... 112 94 88 91

Distribution to Consumer
Department store sales, U. S................... 77 75 72 71
Department store sales, 2nd Dist............ 77 74 69 67
Chain grocery sales................................... 78 68 68 66
Other chain store sales............................. 77 75 78 73
Mail order house sales.............................. 67 72 67 62
Advertising................................................. 53 63 60 58
Gasoline consumption............................... 69 74 72
Passenger automobile registrations.......... 50 48 57 p 56 p

General Business Activity
Bank debits, outside New York City.. .. 67 62 64 62p
Bank debits, New York City................... 64 47 47 48
Velocity of demand deposits, outside New

72York City............................................... 90 72 73
Velocity of demand deposits, New York

City........................................................ 75 51 53 52
Shares sold on N. Y. Stock Exchange. . . 375 54 41 62
Life insurance paid for r........................... 63r 65r 61r 63r
Employment in the United States.......... 74 84 83 81
Business failures........................................ 71 42 47 45
Building contracts..................................... 17 23 20 21
New corporations formed in N. Y. State. 83 57 60 66
Real estate transfers................................. 44 44 49

General price level*................................... 132 136 137 138p
Composite index of wages*...................... 176 183 183 182p
Cost of living*........................................... 132 136 136 137

p Preliminary r Revised * 1913 average=100

E m ploym ent and Payrolls

Private employment continued to recede during the 
period from the midde of June to the middle of July. 
The unseasonal extent of the decline is indicated by a 
decrease of 2.5 per cent in the seasonally adjusted index 
of factory employment computed by the Federal Reserve 
Board. The declines in factory employment were 
especially pronounced in the iron and steel, textile, auto
mobile, and building material industries, while the food 
products group showed a substantial increase owing in 
part to seasonal activity in the canning and preserving 
industry. The principal change in employment among 
the non-manufacturing groups was a larger than seasonal 
decline at retail establishments. A  reduction was also 
reported in anthracite mining, while small increases 
occurred in private building construction and crude 
petroleum production. Agricultural employment declined 
during July in spite of harvesting operations.

The net reduction in employment in all industries 
reporting to the Bureau of Labor Statistics was estimated 
at 359,000 workers. However, during the month more 
than 335,000 persons were added to those employed by 
virtue of Federal emergency outlays. Over 200,000 were 
engaged by the Federal Emergency Relief Administra
tion, about 35,000 were added to those employed on pro
jects financed by the Public Works Administration, and 
there was an increase of more than 100,000 in the number 
of men in the Civilian Conservation Corps.

Factory payrolls showed a somewhat larger decrease 
than employment, this bank’s seasonally adjusted index

Cost of Living in the United States (Based on Bureau of 
Labor Statistics data and Federal Reserve Bank of New  

York cost of living index converted to a 1929 base)

indicating a reduction of 3.2 per cent from the middle 
of June to the middle of July. In spite of the decline 
in payrolls during the past two months, the current 
position of factory workers as a group is much better 
than in the early months of 1933, even after allowing for 
the increase in cost of living during the period. As is 
indicated in the accompanying diagram, factory payrolls 
at the 1933 low were 67 per cent below the 1929 level 
while the cost of living had declined only 26 per cent.

The spread between the two figures reflected, in addi
tion to the effects of the reduction in the number of 
workers employed, a more rapid decline in per capita 
earnings than in the cost of living, due to the combined 
effects of part time work and wage rate reductions. Dur
ing the past year, however, wage rate advances have 
raised the average individual income of factory workers, 
which is also shown in the diagram, to such an extent that 
the index of average individual earnings is at virtually 
the same level relative to 1929 as the cost of living index, 
indicating that the purchasing power of the income re
ceived by employed workers is now close to that of 1929. 
The number of factory workers employed, however, is 
approximately 2,500,000 or 25 per cent smaller than in
1929, and this is now the principal factor restricting the 
aggregate purchasing power of factory workers.

C om m odity Prices

The average level of commodity prices advanced con
siderably during August, and the Bureau of Labor 
Statistics wholesale price index for the week ended 
August 25 stood at 76.9 per cent of the 1926 average, 
the highest since January 1931. This was entirely due 
to the continued rise in prices of farm products. From 
the beginning of July to the latter part of August, the 
farm products group in the Bureau of Labor Statistics 
index rose 12 per cent as a result of the effects of adverse 
weather conditions on agricultural production. Prices of 
commodities other than farm products and foods re
mained generally steady or showed a slight downward 
tendency during August. The metal products and build
ing materials groups have receded gradually during the 
past two or three months, while the textile products group 
has been declining slowly since the end of February.
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Among the principal commodities, livestock prices have 
shown the most rapid rise recently. An average of hog 
prices at Chicago, which was $4.50 a hundredweight in 
the latter part of July, has risen $3.37 to $7.87 a hun
dredweight, the highest since 1931, and steers have ad
vanced $1.33 to $8.75 a hundredweight. Corn at Chicago 
rose 12*4 cents further to a new high since 1930 at 81%  
cents a bushel, and cash wheat at Minneapolis showed 
a net gain of 4%  cents to $1.15% a bushel. The price of 
hides, which had declined 2 cents to 8 cents a pound 
during July and the first half of August owing to excep
tionally heavy cattle slaughterings, recovered 1 cent dur
ing the latter part of the month. Rubber touched a new 
high since 1930 at 15 13/16 cents a pound, and silk 
recovered moderately following the decline of the previ
ous month. On the other hand, domestic wool prices 
receded to the lowest level in over a year, and scrap steel 
declined 75 cents further to $11.00 a ton, as compared 
with $14.75 last spring.

Farm  Production and Incom e
According to the August 1 Government report, crop 

prospects as a whole declined nearly 11 per cent further 
during July as a result of continued drought and extreme 
heat, and on the basis of present indications yields per 
acre of principal crops will be about 22 per cent below 
the average of the last thirteen years. Since cultivated 
acreage also has been considerably reduced under the 
program of the Agricultural Adjustment Administra
tion, the estimated production of a number of important 
crops, such as wheat, corn, oats, and hay, is the smallest 
in forty years or more. The indicated production of ten 
major crops, expressed as percentages of last year’s har
vest and of the average harvest of the past ten years, 
is shown in the table below. Because of a large carryover, 
the supply of wheat will be quite adequate for normal 
domestic requirements. An acute shortage of feed crops, 
together with extremely poor pasturage in many areas, 
however, accelerated the marketing of livestock and 
poultry, and it is expected that supplies of meat, dairy 
products, poultry, and eggs coming into the market dur
ing the months ahead will be smaller than for several 
years past, according to the Department of Agriculture 
report.

August 1 Indicated Production of Principal Crops

BILLIONS OF DOLLARS 
12

As percentage of

1933
Harvest

1924-33 
Av. Harvest

Cotton................................................................ 70 63
Wheat................................................................ 93 61
Corn.................................................................... 69 63

74 46
Hay (tame)........................................................ 74 69
Barley................................................................ 76 52
Potatoes............................................................ 102 94
Tobacco.............................................................. 75 77
Apples................................................................ 77 69
Peaches .............................................................. 101 84

From the point of view of aggregate farm income, the 
sharp advance in prices of farm products which has 
occurred in recent months will tend to offset the pro
nounced falling off in agricultural production. Farmers’ 
cash income during 1934 is estimated by the Department 
of Agriculture at $6,000,000,000, which is nearly $1,000,-

income FROM FARM MARKETINGS 

M  A. A. A. PAYMENTS

i

I I  I T
1929 1930 1931 1932 1933 1934-

Cash Income of Farmers from Agricultural M arketings and P ay
ments by Agricultural A djustm ent Adm inistration (Depart

ment of Agriculture data for all years— 1934  
partly estim ated)

000,000, or 19 per cent, higher than in 1933; about one- 
half of the increase is due to income from farm market
ings and the other half to payments by the Agricultural 
Adjustment Administration. As the accompanying dia
gram shows, farmers ’ cash income including Agricultural 
Adjustment Administration payments will be the largest 
in four years, according to present estimates. In the first 
seven months of the current year farmers’ receipts from 
marketings were about $380,000,000 larger than in the 
corresponding period of 1933, and an additional $183,- 
000,000 was received this year from the Agricultural 
Adjustment Administration. During the remainder of 
the year, Government estimates indicate that farmers’ 
income from marketings will be slightly higher than in 
the corresponding months of last year and that rental 
and benefit payments and livestock purchases by the 
Agricultural Adjustment Administration will total 
$440,000,000.

Foreign Trade

The foreign merchandise trade of the United States 
showed slightly more than the customary recession dur
ing July, which month usually marks the seasonal low 
point of the year. Exports valued at $162,000,000 were 
12 per cent above a year ago, while imports amounting 
to $127,000,000 were 11 per cent below the relatively 
high figure for July 1933, despite increases during this 
period in the prices of imported goods and materials. 
This was the first decrease from a year previous in im
port values since May 1933, and the increase in exports 
was considerably smaller than in preceding months.

Exports of finished manufactures continued to gain 
substantially over a year ago, showing a 43 per cent 
increase in July. Shipments abroad of passenger auto
mobiles and trucks, a considerable factor in this group 
of exports, were somewhat less than in June, but 
remained almost three times the small number of last 
year. The value of exports of semi-manufactures, chiefly 
copper and iron and steel mill products, increased 35 per 
cent over July 1933. Meanwhile, exports of crude 
materials declined sharply from the preceding month and
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were 28 per cent less in value than a year ago, due largely to a 56 per cent drop in exports of raw cotton from the substantial volume of last year.
The July decline in imports was due largely to a reduction of approximately $14,000,000 from last year in the value of imports of sugar, the bulk of which recently has come from the Philippines and the Virgin Islands. This exceptional decrease, wThich reduced imports of sugar to a negligible amount in July, was attributed by the Department of Commerce to the exhaustion of the sugar quota for the Philippines. In quantity, a number of other leading import commodities showed substantial declines from the comparatively high volume of a year ago, when the United States was purchasing larger quantities of basic materials in anticipation of price advances and increased consumption.

Building
In July, the amount of construction work financed by private funds showed a sizable increase and as publicly financed building receded further, privately financed contracts were of larger value than publicly financed contracts for the first time since August of last year. The larger amount of private contracts was entirely in non-residential work, representing increased construction of chemical and textile plants. Residential building declined considerably from June to July and was the only major classification that was in smaller amount than a year ago. The aggregate value of building and engineering contracts reported by the F. W. Dodge Corporation was 6 per cent below June, but this decline wras partly due to a difference in number of business days and the reduction in the average daily volume of contracts was less than seasonal, so that this bank’s index rose 1 point in July to 21 per cent of the trend of past years.
During the first half of August, privately financed building receded from the higher level temporarily attained in July, while publicly financed construction increased.

D epartm ent Store Trade
During the first half of August total sales of the reporting department stores in the Metropolitan area of New York showed an increase of about 1 per cent over the corresponding period a year ago. Excluding sales of liquor from this year’s figures, a decrease of about 1% per cent in the volume of business was indicated, but, seasonal factors considered, August 1933 was the best month of that year for retail trade in this district.
For the month of July, total sales of the reporting department stores in this district were only a trifle above a year ago, and when liquor business is excluded from this year’s figures sales were approximately 1% per cent below last year. The year to year comparison, however, becomes somewhat more favorable when allowance is made for differences in the number of business days; stores in the Metropolitan area of New York were generally closed on the four Saturdays this year, but were open on the Saturday before Independence Day in 1933, remaining closed on the other four Saturdays. Districts which showed sales at least slightly higher than a year ago included New York, Bridgeport, Northern New York

State, Southern New York State, Hudson River Valley District, and the Capital District. The Rochester stores reported a rather substantial gain in sales, but in the remaining localities sales were not as large as last year. Sales of the leading apparel stores in this district continued considerably above a year ago.

Locality

New York...................................
Buffalo........................................
Rochester...................................
Syracuse.....................................
Northern New Jersey................
Bridgeport..................................
Elsewhere...................................

Northern New York State. . . 
Southern New York State. . . 
Hudson River Valley District
Capital District......................
Westchester District..............

All department stores........

Apparel stores....................

Percentage 
change 

July 1934 
compared with 

July 1933

Net

+  0.4
— 4.8 +11.6— 2.1 
— 0.8 
+  2.9 + 2.0 
+  4.4 + 2.0 
+ 2.0 + 1.0 
— 1.5

+  0.4

+  9.0

Stock 
end of 
month

+  5.0
— 3.8 + 0.1
— 3.3 + 6.6
— 4.8— 2.1

+  3.8

+33.4

Per cent of 
accounts 

outstanding 
June 30 

collected in 
July

1933

45.4 
39.6 
39.2
25.0
38.0
36.4
30.0

41.1

41.6

1934

47.7
41.8
42.3
33.3 
40.1 
37.6
29.3

43.7

41.9

W holesale Trade
July sales of the reporting wholesale firms in this district averaged 9% per cent below a year ago, but in this connection it should be noted that wholesale trade in July of last year was at the highest point in several years. Many lines including hardware, drugs, shoes, paper, cotton goods, and jewelry showed the least favorable comparisons in sales in over a year; in nearly all cases, however, the July 1933 sales were far above the sales of a year previous. Grocery sales exclusive of liquor declined 6 per cent from a year ago, following more than a year of uninterrupted increases. Sales of silk goods, reported on a yardage basis by the National Federation of Textiles, and sales of men’s clothing and diamonds, contrary to the general tendency, showed smaller reductions from a year ago than in June, and sales of stationery concerns registered an advance over a year ago.

Commodity

Percentage 
change 

July 1934 
compared with 

July 1933

Per cent of 
charge accounts 

outstanding 
June 30 

collected in 
July

Net
sales

Stock 
end of 
month 1933 1934

Groceries........................................................ +  3.8 
— 12.3 
—30.8 
—43.7* 
—40.7 
— 16.2
— 3.8 
+14.4
— 0.5
— 4.9 
— 11.9

+  7.2 84.3
31.7
32.4
64.8
37.4
20.3 
40.7
62.3
39.3

{ 21.0

90.4
37.2 
37.9
63.8 
39.6 
18.1
45.9 
59.0
45.2

{ 27.9

Men’s clothing..............................................
Cotton goods.................................................
Silk goods...................................................... +22.7*

+28 '.i 
— 0.5

Shoes..............................................................
Drugs.............................................................

Paper..............................................................
+14.1 
— 2.2Jewelrv...........................................................

Weighted average.................................. — 9.6 50.5 54.5

* Quantity figures reported by the National Federation of Textiles, Incorporated, 
not included in weighted average for total wholesale trade.
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Business Conditions in the United States
(Summarized by the Federal Reserve Board)

I NDUSTRIAL production declined in July. Factory employment and pay
rolls also decreased. Diminished output of steel was the chief factor in the 

decline of industrial activity which was larger than is usual at this season 
of the year. The general level of wholesale commodity prices showed little net 
change for July and advanced in the first three weeks of August.

P r o d u c t io n  a n d  E m p l o y m e n t

Volume of industrial output, as measured by the Board’s seasonally 
adjusted index, decreased from 83 per cent of the 1923-25 average in June 
to 76 per cent in July. This decline reflected chiefly a sharp reduction in the 
output of steel, due in part to previous accumulation of stocks by consumers; 
and there was a further decline in steel operations during tlie first three weeks 
in August. Activity in the automobile industry decreased and there were 
considerable reductions in the output of pig iron and anthracite. At textile 
mills, where operations had been at a low level in June, activity showed little 
change in July Output of shoes showed a seasonal increase. Accompanying 
heavy marketings of cattle from drought areas there was a considerable 
increase in activity at meatpacking establishments.

Factory employment decreased between the middle of June and the middle 
of July by 3 per cent, an amount larger than is usual at this season. There 
were reductions in many industries producing durable manufactures, such as 
iron and steel products and building materials, and also at establishments 
producing knit goods and women’s clothing. At canning establishments the 
number of employees increased by less than the usual seasonal amount. 
Employment on public projects increased further in July.

Value of construction contracts awarded, as reported by the F. W. Dodge 
Corporation, was about the same in July as in June.

Department of Agriculture estimates, based on August 1 conditions, indi
cate that yields per acre for principal crops are 22 per cent smaller than 
the ten year average, reflecting the effects of the drought. The wheat crop 
is estimated at 491,000,000 bushels, 37,000,000 bushels less than last year’s 
small harvest, and the corn crop at 1,607,000,000 bushels, as compared with 
a five year average of 2,516,000,000 bushels. The cotton crop estimate is
9,195,000 bales, about 4,000,000 bales less than last season and smaller than 
in any other year since 1921.

D is t r i b u t i o n

Total volume of freight car loadings declined in July, reflecting chiefly 
a reduction in miscellaneous freight, including steel shipments, offset in part 
by an increase in shipments of livestock. Department store sales showed a 
decrease of somewhat more than the estimated seasonal amount.

C o m m o d i t y  P r ic e s

Wholesale prices of farm products, after fluctuating widely in July, 
advanced considerably in the first three weeks of August. Between the be
ginning of July and the third week of August, cotton, wheat, and hog 
prices showed substantial increases while cattle prices declined somewhat. 
During this period prices of commodities other than farm products and foods 
as a group showed little change.

B a n k  Cr e d it

Member bank reserve balances increased further between the middle of 
July and the middle of August and on August 15 were about $1,900,000,000 
in excess of legal requirements. The increase in reserve balances reflected 
principally a further growth in monetary gold stock offset in part during the 
first half of August by a seasonal increase in the total volume of money in 
circulation. The volume of Reserve Bank credit showed little change.

In the four weeks ended August 15, loans and investments of New York 
City banks decreased by $141,000,000, while those of weekly reporting banks 
in other leading cities increased by $116,000,000. The decrease at New York 
banks reflected a reduction of nearly $200,000,000 in loans to brokers and 
dealers in securities, following a sharp decline in security prices in the latter 
part of July, and a decline of $52,000,000 in holdings of United States Gov
ernment securities. All other loans and holdings of securities other than 
United States Government obligations increased substantially at New York 
banks and at banks outside New York City. At outside banks holdings of 
United States Government securities also increased.

Average rates of discount on United States Treasury bills issued rose 
from .07 per cent in July to .23 per cent on August 22. Other open market 
money rates remained unchanged at low levels.

PER CENT

Index Num ber of Production of M anufactures  
and Minerals Combined, Adjusted for 

Seasonal Variation (1 9 2 3 -2 5  averag e =
100 per cent)

Index of Factory Em ploym ent with A djustm ent 
for Seasonal Variation (1 9 2 3 -2 5  a v e r a g e s  

100 per cent)

Group Price Indexes of the Bureau of Labor  
Statistics (1 9 2 6  a v e r a g e s  100 per cent)
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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 October 1, 1934

M on ey  M arket in September

Data on the banking situation that have become avail
able during the past month indicate a further increase in 
the available money supply in the form of demand 
deposits and currency outstanding, but a considerably 
less active use of funds recently than in the early months 
of this year. During the past year the money supply has 
increased by approximately 15 per cent, but in the same 
period the average rate of-turnover of demand deposits 
in the principal cities has declined by about 14 per cent. 
In the first four months of this year there was an in
crease in the activity of demand deposits accompanying 
an expansion of business activity, but subsequently the 
rate of turnover of deposits has declined substantially, 
even after allowance for seasonal changes, and, as the 
accompanying diagram shows, was only slightly higher 
in August of this year than in the early months of 1933.

The rate of turnover or velocity of deposits is largely 
a reflection of changes in business activity. It is an 
element of flexibility by which a given money supply 
can be made to serve the varying monetary needs of a 
fluctuating volume of business. The experience of past 
years indicates that if the present money supply were 
actively used it could finance a substantially larger 
volume of business than at present.

The volume of bank deposits has shown an almost 
continuous increase for a number of months. Demand 
deposits, exclusive of inter-bank deposits, in the report
ing member banks in principal cities now show an in
crease of approximately 17 per cent over a year ago. In 
the same period the amount of currency outstanding has 
increased about 2 per cent, notwithstanding some 
further return flow of hoarded money to the banks. In 
banks outside of the principal cities, for which current 
reports are not available, the June 30 condition reports 
showed demand deposits 24 per cent larger than a year 
previous. The aggregate increase in the volume of de
mand deposits in all banks throughout the country 
during the past year has probably amounted to more 
than $2,500,000,000, and in addition the amount of cur
rency outstanding has increased nearly $100,000,000 
over the relatively high level of a year ago.

The increase in the volume of demand deposits has 
resulted chiefly from gold imports, and from purchases 
of Government securities by banks. New loans made by

the banks to finance commodity and other business trans
actions have been more than offset during the year by 
the repayment or charging off of old commercial loans 
and by a further shrinkage in the volume of loans on 
securities. This net decline in the volume of loans has 
tended to diminish the volume of bank deposits some
what, but any reduction in deposits due to repayment 
of loans has been much more than offset by the large 
increase in deposits produced by the increase in bank 
investments in Government securities and in securities 
guaranteed by the Government.

Reports on member banks’ assets and liabilities and 
on bank debits during the past month have indicated 
much the same tendencies as in preceding months. 
Demand deposits in the reporting member banks in
creased somewhat further, principally as a result of 
disbursements of Government funds, but the volume 
of checks and other items drawn on deposit accounts 
remained at a comparatively low level.

Loans, other than security loans, in the reporting 
banks— largely commercial loans— increased $161,000,- 
000 in the four weeks ended September 19, following an 
increase of approximately $100,000,000 in the preceding 
month, but security loans declined $176,000,000 further 
to a new low point for recent years. Holdings of Govern
ment securities showed a net decline of $20,000,000 
during the four weeks ended September 19, but holdings 
of other securities, including securities guaranteed by 
the Government, as well as municipal and corporation 
securities, increased $66,000,000. The net result of

PER CENT

Rate of Turnover of Demand Deposits in Principal Cities (Federal 
R eserve Bank of N ew  Y ork  index)
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these changes was an increase of $31,000,000 in the 
total loans and investments of the reporting banks.

M o n e y  R a t e s

During the first half of September yields on short 
term Government securities rose somewhat accompany
ing a decline in prices and a rise in yields on the longer 
term Government securities. Subsequently there ap
peared to be a tendency towards slightly higher levels 
for other money rates, which presumably represented 
a move to conform with the rise in yields on short 
term Government securities rather than a reflection of 
a reduction in the supply of funds. No material change 
in rates occurred, however, and in the latter part of 
the month money rate quotations were not appreciably 
above those of a month earlier.

Excess reserves of member banks were reduced some
what in September, due partly to a gold export move
ment early in the month, but more largely to a consider
able accumulation of Treasury balances in the Reserve 
Banks through the sale of Treasury bills in excess of 
maturities and withdrawals of funds from depositary 
institutions. The volume of excess reserves for the entire 
country, however, remained around $1,700,000,000 or 
higher, and excess reserves in New York City were above 
$500,000,000 throughout the month.

Money Rates atTNew York

Sept. 29, 1933 Aug. 31, 1934 Sept. 28, 1934

Stock Exchange call loans..................... % 1 1
Stock Exchange 90 day loans............... *H -1
Prime commercial paper—4 to 6 months IK V a t 1 H -l

3/16Bills—90 day unindorsed.......................
Customers’ rates on commercial loans..

M y%-A
f2.92 •j-2.25 t2.08

Treasury securities
No yieldMaturing December (yield).............. No yield No yield

Maturing March (yield).................... No yield No yield No yield
Maturing December 1935 (yield).. . . 0.37 0.72

Average rate on latest Treasury bill sales
91 day issue....................................... 0.10

182 day issue....................................... 0.22 0.29
Federal Reserve Bank of New York re

discount rate....................................... 1H IK
Federal Reserve Bank of New York

buying rate for 90 day indorsed bills 1

* Nominal f Average rate of leading banks at middle of month

B i l l  M a r k e t

Although the bill market generally remained quiet 
during September, there was some increase in activity 
occasioned by the seasonal appearance of grain bills. 
Dealers’ portfolios tended to increase slightly in the 
second half of the month, as the distribution of bills was 
narrowed by reluctance on the part of banks to buy bills 
at the Ys per cent rate at which most of the business had 
been transacted in the previous few months. Accord
ingly, in the closing days of the month it was reported 
that the dealers’ offering rates on bills up to 90 day 
maturity had been advanced from %  to 3/16 per cent. 
Rates continued to be quoted by the dealers only on 
application, however.

The volume of bankers acceptances outstanding at 
the end of August amounted to $520,000,000, a total 
$4,400,000 higher than at the end of July. This was the 
first increase to be shown since January. During 
August domestic warehouse acceptances outstanding rose 
$7,700,000 and bills drawn to finance exports from this 
country rose $4,300,000. On the other hand, import

bills declined $5,300,000 and bills drawn to finance goods 
stored in or shipped between foreign countries decreased 
$3,600,000. Accepting banks and bankers held 93 per 
cent of all bills outstanding at the end of August, leav
ing only $37,000,000 of bills in the hands of others.

C o m m e r c i a l  P a p e r  M a r k e t

The supply of new commercial paper coming into the 
market increased during the first week of September, 
due to additional drawings by concerns in a number of 
lines of business, and throughout the month the supply 
remained of moderately large proportions. Bank invest
ment demand was also generally active and readily ab
sorbed this new paper, although after the middle of the 
month some banks no longer were interested in acquiring 
paper at %  per cent. On the whole, however, dealers 
continued to report that a considerable portion of their 
sales were made at %  per cent, and therefore the pre
vailing range of rates remained throughout September 
at % -l  per cent, a level which has been unchanged 
since June.

Open market commercial paper outstanding at the end 
of August totaled $188,000,000, an amount 12 per cent 
larger than on July 31 and 75 per cent above the level 
of a year ago. Although outstandings were more than 
three times as large as in May 1933 when the low total of 
$60,000,000 was reached, they represent only a small 
amount when compared with figures for earlier years.

Security M arkets

During the first half of September, stock prices moved 
lower in a light volume of trading, continuing the move
ment of the last week of August, and by September 17 
representative price averages for all groups combined 
were at about the same level as was reached near the end 
of July when a new low since May 1933 was established. 
The industrial shares remained slightly above the July 
low while the railroad and public utility groups declined 
even further. After reaching these levels, stock prices 
turned upward and in the succeeding week or so 
recovered nearly two-thirds of the ground lost since 
August 25. In the closing days of the month a fairly 
steady market prevailed. The bank stock group declined 
rather steadily during the first part of the month to the 
lowest level since early January, and the subsequent 
recovery was less than in other stocks, so that average 
prices of bank stocks closed the month about 9 per cent 
lower than at the end of August.

All sections of the domestic bond market were also 
subject to price declines in the first part of September, as 
the accompanying diagram indicates. During this period, 
United States Treasury bonds showed an average decline 
of 2Yl points, highest grade domestic bonds receded about 
1%  points, and medium grade bonds dropped around 3 
points. These declines which carried prices down to the 
lowest levels in a number of months were followed by 
some recovery in the second half of the month when 
Treasury bonds moved up between Y2 and %  of a point, 
highest grade corporate issues about 1 point, and medium 
grade bonds about 2Y2 points. Furthermore, near the 
close of the month the prevailing price tendency in 
the bond market was toward higher levels. Foreign dollar
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A v e r a g e  Y i e l d  o n  V a r i o u s  G r o u p s  o f  B o n d s  ( M o o d y ' s  I n v e s t o r s  
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T r e a s u r y  b o n d s ;  s c a l e  i n v e r t e d  t o  s h o w  m o v e m e n t  

o f  p r i c e s )

bonds quoted in the market began to move up after the 
first week of the month and a representative list showed 
a net advance of about i y 2 points for September, in 
contrast to the net declines that occurred in domestic 
bonds during the month.

N ew  Financing

Public offerings of new securities, other than United 
States Government issues, continued at a low level dur
ing September, accompanying further unsettlement in 
prices of outstanding securities. State and municipal 
issues amounted to about $25,000,000, and there was a 
$13,000,000 issue of Federal Intermediate Credit Bank 
short term debentures which replaced in part a maturity 
of $21,800,000. Corporation financing amounted to only 
$2,000,000. In addition to these public security offerings, 
the State of New York allotted $75,000,000 of %  Per 
cent short term revenue anticipation notes to 40 financial 
institutions; some of these concerns were reported to 
have sold portions of their allotments, but there was 
no general offering to the public of these securities.

The United States Treasury on September 10 an
nounced its program for the refunding of September 15 
maturities and of that part of the Fourth Liberty Loan 
which had been called for payment on October 15. In 
exchange for the $525,000,000 of certificates maturing 
September 15, a 1%  Per cent two year note issue was 
offered, and substantially all of the maturing securities 
were exchanged for the new notes. In exchange for the 
$1,250,000,000 of Fourth Liberty Loan 4^4 per cent 
bonds called for redemption, a 21/2 per cent four year 
note issue and a 3%  per cent 10-12 year bond issue were 
offered. Interest on the Fourth Liberty’s turned in on 
exchange for the notes and bonds was paid through 
October 15 and consequently enhanced the attractiveness 
of the exchange offering. The subscription books for the 
exchange of Fourth Liberty’s for notes closed at the 
close of business September 24, with a total of $596,- 
000,000 exchanged, but the Treasury announced that 
subscription books for the exchange of called Liberty

Loan bonds for 3%  per cent Treasury bonds would 
remain open until further notice. Through September 
24, $248,000,000 of Fourth Liberty’s had been exchanged 
for the 10-12 year bonds, and the amount doubtless 
was increased further in the last week of the month.

In addition to the exchange offerings, the Treasury 
sold four issues of 182 day Treasury bills totaling $300,- 
000,000 during September, which provided for two 
maturities aggregating $150,000,000 and also placed 
$150,000,000 of new funds at the disposal of the Treas
ury. Average rates on these new bill issues ranged from 
0.18 to 0.29 per cent.

G old M ovem en t

The gold export movement from this country which 
began around the middle of August ceased after the first 
week of September, accompanying a strengthening in the 
dollar to above the gold export point. Gold shipments 
for September totaled $20,300,000, including $17,700,000 
to France, $2,100,000 to Belgium, and $500,000 to Hol
land. The total export movement, including shipments 
made in August, amounted to $33,900,000.

Exports in September were largely offset by the re
ceipt of $500,000 from China, the release of $1,600,000 
of gold previously earmarked at this bank for foreign 
account, and the receipt by the mints and assay offices of 
newly mined domestic gold and of scrap gold averaging 
about $2,500,000 and $1,000,000 a week, respectively. 
Additional transactions at New York which did not affect 
the monetary gold stock involved the release from ear
mark of $900,000 of gold for export to Chile.

Foreign Exchange

Foreign exchange movements during the early days 
of September were mixed; the dollar gained moderately 
against the gold currencies to the point where gold ship
ments ceased, while it declined in relation to other ex
changes. Towards the end of September, however, dollar 
exchange rose strongly against virtually the entire list 
of exchanges.

On September 5, as the following diagram indicates, 
the French franc closed below the estimated gold 
export point from New York, after being above that level 
during much of the time since the middle of August, and 
fell further to $0.0666% on the 10th. Subsequently the 
franc fluctuated irregularly and closed at $0.0665^ on 
the 27th. Guilders likewise dipped below the gold export 
point on the 5th and continued downward to $0.6850 on 
the 10th; the export point was nearly reached again on 
the 19th and 20th, but this exchange weakened thereafter 
in accordance with the general tendency. The belga and 
particularly the Swiss franc declined during the first few 
days of the month, but in general were stronger than the 
French and Dutch currencies. Swiss francs closed below 
the estimated outgoing gold point on only four occasions 
before September 21, and belgas sold above or only 
slightly below the gold point until the general strength
ening of the dollar in the final week. Lire followed the 
course of the gold currencies. Reichsmarks, on the con
trary, advanced steadily from $0.3992 on the 4th to 
$0.4054 on the 18th, reaching their new parity of $0.4033 
on the 11th for the first time since its establishment.
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Daily Quotations for the French Franc at New York (L atest rate is 
for September 2 6 )

Sterling was somewhat stronger against the dollar dur
ing the early and middle portion of the month than at 
the opening. British exchange rose from $4.98% on 
September 1 to $5.02 on the 4th, and held above $5.00 
until the 20th when a decline developed which carried 
the rate to $4.96% on the 27th. The Scandinavian cur
rencies, the Japanese yen, and the Argentine peso fluc
tuated with sterling but Brazilian milreis moved more 
independently. The Canadian dollar rose almost without 
interruption from $1.02 3/16 on the 1st to its high for 
the month of $1.03 11/16 on the 22nd, but later quota
tions were slightly lower.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Sept. 30, 1933 Aug. 31, 1934 Sept. 27, 1934

Belgium........................... $ .2354 $ .2142 $ .2381 $ .2359
Denmark......................... .4537 .2129 .2230 .2220
England........................... 8.2397 4.7588 4.9900 4.9675
France............................. .0663 .05985 .06695 .06653
Germany......................... .4033 .3665 .3990 .4050
Holland........................... .6806 .6175 .6875 .6843
Italy................................ .0891 .0806 .0870 .0866
Norway........................... .4537 .2395 .2510 .2499
Spain............................... .3267 .1286 .1388 .1380
Sweden............................ .4537 .2458 .2575 .2562
Switzerland..................... .3267 .2974 .3314 .3294

Canada............................ 1.6931 .9800 1.0206 1.0263
Argentina........................ .7187 .3868 .3328 .3312
Brazil............................... .2026 .0847 .0857 .0825
Uruguay.......................... 1.7511 .6800 .8000 .8000

Japan............................... .8440 .2819 .2987 .2960
India................................ .6180 .3580 .3783 .3745
Shanghai......................... ........ .3088 .3569 .3644

Production
The textile strike was the most important element 

influencing the aggregate volume of production in Sep
tember, as operations in the textile industry as a whole 
were substantially below the curtailed level of July and 
August, whereas there is usually a seasonal increase in 
September. Automobile production decreased more than 
seasonally, and present tentative estimates place total 
output for September at approximately 30 per cent less 
than August. Seasonal acceleration, however, was re
ported in bituminous coal production, and the tendency 
of steel operations was also upward after the first week 
of September, though the average rate for the month

appears to have been somewhat lower than in August, 
when operations were slackening. The American Iron 
and Steel Institute estimated production during the 
final week of September at 24 per cent of capacity, as 
compared with 18'y% per cent in the first week, and an 
average of 23 per cent during August.

The recession in industrial output which began in 
June continued in August, and the Federal Reserve 
Board’s seasonally adjusted index declined to 73 per 
cent of the 1923-25 average, as compared with 75 in July, 
83 in June, and 86 in May. The July decline had been 
associated chiefly with the abrupt decline in steel mill 
activity in that month, while the August decline reflected 
principally a considerable recession in passenger auto
mobile production as well as a further drop in steel out
put. There were also recessions in August in the ad
justed indexes of coal, electric power, and shoe produc
tion. On the other hand, activity at packing plants in
creased after seasonal adjustment, and lumber output 
rose substantially more than is usual from, July to 
August.

The course of industrial activity in the United States, 
England, France, and Germany during recent years is 
shown in the accompanying diagram. Although an exact 
comparison of the month to month changes in industrial 
activity in various countries is not possible in view of 
the differences in the composition of the available indexes 
and in the economic life of the countries represented, 
certain significant similarities and differences may be 
noted in the movements of the indexes. The low point in 
three of these four countries was reached around the 
middle of 1932; in England, however, the 1932 low point 
was slightly above the level reached in October 1931, 
following Great Britain’s suspension of gold payments, 
and in the United States the index declined again nearly 
to the 1932 low point during the banking crisis of March 
1933. The magnitude of the decline from 1929 to 1932 
was much greater in the United States and Germany 
than in France and England. The recovery of the past 
two years has been much more nearly continuous in

PER CENT

Volum e of Production in Principal Industrial Countries, Adjusted  
for Seasonal Variation (1 9 2 8  a v e r a g e s  100 per cent; latest data 

available are for A u gu st for United States and July for 
other countries)
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England and Germany than in the United States, while 
in France a steady decline in industrial activity since 
the middle of 1933 has canceled the greater part of the 
advance in the previous year. Of the four countries 
shown in the diagram England is the only one in which 
the present level of activity compares favorably with 
1929; recovery in England has been particularly pro
nounced in a few of the durable goods industries.

(Adjusted for seasonal variations and usual year to year growth)

PER CENT
11 Or

Metals
Pig iron...................................
Steel ingots............................
Lead.........................................
Zinc..........................................
Tin deliveries.......................

Automobiles
Passenger cars......................
Motor trucks........................

Fuels
Bituminous coal...................
Anthracite coal.....................
Coke.........................................
Petroleum, crude................
Petroleum products............
Electric power......................

Textiles and Leather Products
Cotton consumption..........
Wool mill activity..............
Silk consumption................
Rayon deliveries.................
Shoes.......................................
Leather...................................

Foods and Tobacco Products 
Livestock slaughtered. . . .
Wheat flour...........................
Sugar deliveries...................
Tobacco products...............

Miscellaneous
Cement...................................
Tires.........................................
Lumber...................................
Printing activity.................
Newsprint paper.................
Machine tools.......................
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60
70
31
62
90

45

82
69
69 
80
70 
70

102
131
63121
97
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117

73
83

43
76
51
64
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59
73
50
48
54
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7366
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3466r
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Com m odity Prices

The advance of the previous four months in the prices 
of farm products was interrupted early in September, 
and moderate recessions occurred subsequently in the 
prices of several of the actively traded domestic agri
cultural commodities. The average price of hogs de
clined $1.14 from the late August peak of $7.87 a 
hundredweight, and in grain prices an upward tendency 
during the first week of the month was followed by an 
irregular downward movement, so that fractional net 
recessions were shown for September as a whole. The 
price of cotton held steady early in September but sub
sequently declined to 12.65 cents a pound, as compared 
with 13.35 cents at the end of August, and an average 
of steer quotations closed the month considerably below 
the high level reached in the previous month. On the 
other hand, the price of hides advanced 1 cent in 
September to 10 cents a pound. On the whole prices of 
farm products, despite some recession during the month, 
averaged higher during September than in any month 
in about 3%  years.

Bureau of Labor Statistics M onthly Indexes of W holesale Com
modity Prices (1 9 2 6  a v e r a g e 100 per cent; September data 

are indexes for week ended September 2 2 )

In general, changes in the prices of other actively 
traded commodities were rather narrow during Sep
tember. Small recessions occurred in scrap steel, lead, 
zinc, and rubber, wThile raw silk advanced 9 cents to 
$1.19^ a pound, and sugar prices increased moderately.

The advance in the general level of wholesale com
modity prices during recent months has been wholly the 
result of sharp increases in the prices of farm products 
and foods, as the accompanying diagram shows. The 
farm products group of the Bureau of Labor Statistics 
index rose 25 per cent from April to September and 
wholesale food prices increased 16 per cent. The general 
level of non-agricultural prices showed only minor fluc
tuations during this period, advances in fuel prices off
setting declines in textile and leather products. The rise 
in agricultural prices was the result of a reduction in 
the supply of many farm products owing to exceedingly 
adverse weather conditions over a large part of the 
farming area and the curtailment of cultivated acreage 
under the program of the Agricultural Adjustment 
Administration. As the diagram indicates, the recent 
rise in farm prices during a period when other com
modity prices remained stable has removed a large part 
of the disparity between agricultural and non-agricul
tural prices which developed from 1929 to 1933. Relative 
to 1926 agricultural prices now show a decline only 
slightly greater than non-agricultural prices. The gen
eral level of wholesale commodity prices is about midway 
between the 1929 average and the low of March 1933.

E m ploym ent
Factory employment in the United States showed an 

increase of about the usual seasonal proportions from 
the middle of July to the middle of August, and the 
seasonally adjusted index of the Federal Reserve Board 
showed virtually no change between these two months. 
There was a pronounced seasonal increase in activity in 
the canning and preserving, and clothing industries, but 
employment in the durable goods industries continued 
to decline, the recessions being most pronounced in the 
steel and automobile industries, and at railroad repair
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shops. The increase in the number of persons employed 
in factories was estimated by the Department of Labor 
at about 75,000. Declines in a number of the non-manu
facturing industries, however, reduced the gain in pri
vate employment for all of the industries from which 
monthly data are collected by the Bureau of Labor 
Statistics to about 15,000. Am ong the non-manufactur
ing industries, anthracite coal mining showed the largest 
percentage drop in employment and the selling forces of 
retail establishments were reduced moderately, but a 
small increase occurred in private building construction. 
During September, aggregate factory employment was 
adversely affected by the textile strike.

The number of workers engaged on projects financed 
by extraordinary Federal outlays increased only slightly 
from July to August. There were nearly 2,240,000 per
sons on the Government’s emergency payrolls— over
1,210,000 with the Federal Emergency Relief Adminis
tration, more than 625,000 with the Public Works 
Administration, 385,000 in the Civilian Conservation 
camps, and 18,000 on construction projects financed by 
loans of the Reconstruction Finance Corporation. It is 
estimated by the American Federation of Labor that the 
number of workers without jobs of any sort in August 
was nearly 8,600,000.

Indexes of Business Activity
A  considerable increase in the volume of retail trade 

during August, following declines in the two preceding 
months, is shown by the seasonally adjusted indexes of 
retail distribution computed by this bank. Substantial 
advances occurred in the indexes of department store 
and mail order house sales, while chain store and auto
mobile sales indexes remained at the previous month’s 
level. The amount of advertising in newspapers and 
magazines, which is related to changes in the volume of 
retail business, also showed a moderate increase from  
July to August. Retail trade reports covering the first 
half of September for the New York Metropolitan area 
indicated at least the usual seasonal expansion in sales 
over August, and the dollar volume of sales was 7 per 
cent larger than in the corresponding period a year ago.

In  general, retail trade during the past year and a 
half has not shown the wide variations which have 
characterized the movements of basic industrial activity. 
This is indicated in the accompanying diagram, which 
is based on the Federal Reserve B oard’s seasonally ad
justed index of the dollar value of sales of reporting 
department stores throughout the country. In August 
this index was 3 per cent higher than in the correspond
ing month of 1933, when consumer buying in anticipa
tion of price increases reached its peak, and was one-third 
above the low level reached during the first quarter of
1933, but the increase in the actual volume of goods sold 
has been considerably smaller, as much of the increase in 
dollar sales has been due to the rise in retail selling 
prices during the past year and a half. A t the same time, 
a quite substantial increase has occurred in sales of 
durable consumers goods, such as automobiles and elec
tric refrigerators, which are not a very large element in 
department store business. In general, it appears that 
while retail trade expanded less rapidly than industrial

PER CENT

Daily Average Value of Department Store Sales, Adjusted for Sea
sonal Variation (Federal Reserve Board index; 1923-25 

average =  100 per cent)

production in the early stages of recovery, it has been 
better sustained during recent months.

Railroad freight traffic did not show the seasonal ex
pansion which is usual during August and while the 
movement of bulk commodities by rail increased season
ally in the first half of September, the rise in loadings 
of merchandise and miscellaneous freight was of some
what smaller than seasonal proportions. Most of this 
bank’s other indexes of business activity, such as bank 
debits and life insurance sales, receded very slightly 
from July to August, while merchandise imports 
dropped considerably, but the wholesale trade index 
rose moderately.

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1933 1934

Aug. June July Aug.

Primary Distribution
Car loadings, merchandise and misc........ 56 60 57 56
Car loadings, other...................................... 62 61 60 58
Exports........................................................... 44 54 52 50p

72 63 62 49 p
Waterways traffic......................................... 63 67 52
Wholesale trade............................................ 88 88 91 94

Distribution to Consumer
Department store sales, U. S..................... 85 72 71 78 p
Department store sales, 2nd Dist............. 83 69 67 74
Chain grocery sales...................................... 77 68 66 66
Other chain store sales................................ 75 78 73 74
Mail order house sales................................ 73 67 62 67

58 60 58 60
Gasoline consumption................................. 75 72 69
Passenger automobile registrations.......... 52 57 56p 56p

General Business Activity
Bank debits, outside New York C ity .. . . 61 64 62 61
Bank debits, New York C ity..................... 50 47 48 43
Velocity of demand deposits, outside New

York C ity ....................... ........................... 80 73 72 68
Velocity of demand deposits, New York

C ity............................................................. 60 53 52 48
Shares sold on N. Y . Stock Exchange r . . 188r 54r 46r
Life insurance paid for r .................................... 64r 61r 63 r 62r
Employment in the United States........... 77 83 81 80 p
Business failures............................................ 71 47 45 44
Building contracts........................................ 20 20 21 21
New corporations formed in N. Y . State. 75 60 66 63
Real estate transfers.................................... 45 49 45

General price level*...................................... 132 137 138 138p
Composite index of wages*........................ 177 183 182 182p
Cost of living*............................................... 133 136 137 138

p Preliminary r Revised * 1913 average=100
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The total value of building and engineering contracts 
awarded in August was about the same as in July. 
A s there were more business days in August, the average 
daily amount of contracts was about 7 per cent less than 
in July, which, however, is in accordance with the usual 
seasonal movement and consequently this bank’s index 
was unchanged at 21 per cent of the long time trend of 
construction volume. Privately financed building de
clined in August, following the higher level attained 
temporarily in the previous few months, but this decline 
was offset by an upturn in publicly financed work which 
had dropped in the previous month to the lowest level 
in a year. A s compared with August 1933, the total of 
contracts reported by the F . W . Dodge Corporation was
13 per cent larger, publicly financed construction show
ing an increase of nearly 50 per cent over a year ago, 
while privately financed work showed a 13 per cent 
reduction. Eesidential contracts, alone, were 15 per cent 
below the level of a year ago in August, the fourth 
consecutive month to show a decline.

For the first eight months of 1934, total contracts 
awarded were about 75 per cent higher than in the 
corresponding period of 1933, due almost entirely to 
the larger amount of construction financed by public 
funds. In this category, the outstanding increases were 
in construction of highways, sewerage systems, and water 
front developments.

During the first half of September, total awards of 
building and engineering contracts were at a somewhat 
higher rate than in the previous month, reflecting an 
increase in contracts for publicly financed construction 
to the highest level since April. Privately financed con
tracts, however, were smaller than in August, as a decline 
in non-residential construction exceeded a slightly larger 
than seasonal increase in residential contracts.

Foreign Trade
During August total merchandise exports from the 

United States amounted to $172,000,000, and total im
ports to $120,000,000. Exports showed about the usual 
seasonal increase over the preceding month, and were
31 per cent larger than a year ago, and in fact were the 
largest for any August since 1930. Imports, however, 
declined contrary to their customary seasonal tendency 
and were smaller than in any month since May 1933. A s  
the accompanying diagram indicates, the general course 
of exports has been upward since March 1933, after 
allowance for seasonal factors, but imports after rising 
rapidly in the summer of 1933 have shown no further 
increase in the past year.

Exports of a number of leading commodities showed 
considerable gains in August as compared with last year, 
both in volume and in value. Shipments of passenger 
automobiles and trucks were nearly double the small 
number of last year, and showed a corresponding in
crease in value. Exports of copper and iron and steel 
products also were approximately double the August
1933 value. Other exports that showed notable in
creases over a year ago included shipments of crude and 
refined petroleum and of unmanufactured tobacco, but 
these increases were due largely to higher prices. Large
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increases also occurred in exports of canned fruits and 
wheat, the latter being almost negligible in 1933. Exports 
of raw cotton, on the other hand, continued to be only 
about one-half as large in quantity as last year, although 
the value did not show as large a decrease.

In contrast to the increase in exports, a number of 
major foreign products were imported into this country 
during August in smaller quantity and value than a year 
ago. Imports of raw silk were only about two-thirds the 
volume of August 1933 and, owing to lower prices this 
year, were less than half as great in value. Receipts of 
sugar exceeded the very small amount in July, but still 
were only about half those of a year ago. Tin imports 
were less than one-third the quantity of a year ago. The 
volume of coffee and crude rubber imports continued 
smaller than in 1933, but the value of rubber imports 
was nearly 50 per cent larger than a year ago, due to 
higher prices.

Department Store Trade
During the first half of September total sales of the 

reporting department stores in the Metropolitan area of 
New York were 7 per cent higher than in the correspond
ing period a year ago, the most favorable year to year 
comparison since March. The comparison is with a 
month in 1933 in which retail trade was not very good, 
but it appears that September business this year is at 
least showing the usual seasonal expansion. Excluding 
sales of liquor from this year’s figures, the increase over 
a year ago amounted to 5 per cent.

For the month of August, total sales of the reporting 
department stores in this district were at approximately 
the same level as a year ago, and exclusive of liquor 
sales were 2 per cent below last year, but in this connec
tion it should be noted that comparison is with a month 
that, seasonal factors considered, showed the best retail 
sales record of 1933. The Westchester and Stamford  
department stores reported a substantial gain in sales 
over last year, and the Bridgeport and Southern New 
York State stores showed small increases, while sales of 
the New York City, Rochester, and Northern New York  
State department stores were at approximately the same 
level as last year. Department stores in the remaining
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localities reported smaller sales this year than a year 
ago. Sales of the leading apparel stores in this district 
were 6 %  per cent higher than last year.

Department store stocks of merchandise on hand, at 
retail valuation, were smaller than a year previous for 
the first time since July 1933, while apparel store stocks 
remained considerably larger. Collections continued 
larger than a year ago for the department stores, but 
were slightly smaller for the apparel stores.

Locality

New Y ork......................................
Buffalo............................................
Rochester.......................................
Syracuse.........................................
Northern New Jersey.................
Bridgeport.....................................
Elsewhere.......................................

Northern New York S ta te .. . 
Southern New York State. . . 
Hudson River Valley District
Capital D istrict........................
Westchester and Stamford. . .

All department stores........

Apparel stores......................

Percentage change 
August 1934 

compared with 
August 1933

Net
sales

+  0 .3
—  4 .2  +  0.8— 2.8 — 1.6 
+  1.5 +  1.2 — 0.6 
+  3 .0
—  7.3
—  3.4 
+  7.8

— 0.2
+  6.6

Stock 
on hand 
end of 
month

5.2  
7.4
3.0
9 .3  0.6
5.0  
6 .7

4 .9

+ 19 .5

Per cent of 
accounts 

outstanding 
July 31 

collected in 
August

1933

38.9
37.9
38.4 
25.0
33.9
32.4 
30.3

36.2

36.

1934

41.4 
42.1 
40.8
29.7
35.4
35.8 
28.6

38.7

36.1

Net sales 
percentage change 

August 1934 
compared with 

August 1933

Stock on hand 
percentage change 
August 31, 1934 
compared with 

August 31, 1933

Woolen goods............................................... + 24 .3  
+ 10 .0  
+  8 .8  
+  8 .7  
+  3 .2  
+  1.8

— 18.0
Shoes.............................................................. + 1 1 .8  

— 19.9Silks and velvets.........................................
Women’s and Misses’ ready-to-wear... .
Women’s ready-to-wear accessories........
Luggage and other leather goods............

—  0.8  
— 16.0 
—  4 .0

Toys and sporting goods........................... +  0 .2  
—  0.3

—  1.3
Silverware and jewelry.............................. +  5 .4
H osiery.......................................................... —  0 .5 — 18.3
Musical instruments and radio...............
Men’s furnishings.......................................

—  1.2 
—  1.7

—  0 .3  
— 10.8

Books and stationery................................. —  4 .4 +  3 .5  
+  7.6 
+  8.9  
—  5.1

Toilet articles and drugs........................... —  5 .4
Furniture....................................................... —  9 .0
Home furnishings........................................ — 12.9
Men’s and Boys’ wear............................... — 13.3 —  0 .4
Cotton goods............................................... — 17.7 — 19.5
Linens and handkerchiefs......................... — 19.8 —  7.9
Miscellaneous.............................................. + 1 4 .2 —  6.3

Wholesale Trade
Total August sales of the reporting wholesale firms 

in this district averaged approximately 6 %  per cent 
higher than a year ago, following two months in which 
decreases were shown. For the first time in a year sales 
of silk goods, reported on a yardage basis by the 
National Federation of Textiles, showed an increase over 
a year previous. Wholesale grocers reported the most 
substantial gain in sales since A p ril; total sales were 
18 per cent above a year ago, and exclusive of liquor 
sales the increase amounted to 7 per cent. Sales of the 
hardware, drug, shoe, cotton goods, and m en’s clothing 
concerns presented considerably more favorable yearly 
comparisons than in the two preceding months. Sales 
of the stationery, paper, and diamond concerns, on the 
other hand, showed the least favorable comparisons in

a number of months, due partly to the fact that sales 
reached relatively high levels in August 1933.

Sizable increases over last year in the amount of 
merchandise on hand again wTere reported by the silk 
goods, drug, and diamond firms, and jewelry concerns 
registered the first increase in stocks since July 1930, 
while grocery firms showed the first decrease in over a 
year, and stocks held by hardware dealers were also 
somewhat smaller than in August 1933. Collections of 
accounts outstanding at the end of the previous month 
continued higher than a year ago in nearly all reporting 
lines.

Commodity

Percentage 
change 

August 1934 
compared with 
August 1933

Per cent of 
charge accounts 

outstanding 
July 31 

collected in 
August

Net
sales

Stock 
end of 
month 1933 1934

Groceries............................................................. + 1 8 .2  
+  8 .7  
+  6.4 
+ 12 .0*
—  5 .8  
+  1-1 
+  4 .9
—  6 .8  
—  1.1 
— 21.6 
— 11.2

—  2.7 86.9
44.0
31.9 
44.3

23'.4 
41.2
46.1 
47.5

{ 23.4

98.4
45.1
40.5
58.0

24.2
46.2
50.0
46.0

{ 25.3

Men’s clothing...................................................
Cotton goods.....................................................
Silk goods......................................................... + 23 .4*
Shoes................................................................
Drugs................................................................... + 2 4 .2  

—  3.9Hardware............................................................
Stationery...........................................................
Paper...................................................................
Diamonds........................................................... +  9 .6  

+  5 .3Jewelry................................................................

Weighted average..................................... +  6 .7 53.5 60.1

* Quantity figures reported by the National Federation of Textiles, Incorporated, 
not included in weighted average for total wholesale trade.

Chain Store Trade
During August, total sales of reporting chain stores 

were 4 per cent higher than a year ago, a more favorable 
year to year comparison than occurred in the preceding 
month. Larger increases than in July were shown by 
the ten cent, variety, and candy chain store systems; 
in the case of the candy chains the comparison with a 
year ago was the most favorable since March. Grocery 
chain store sales were at approximately the same level 
as last year, following two months in which decreases 
occurred, and the decline in sales of shoe chain systems 
was slightly less than that reported in the previous 
month. Drug chain sales, however, were lower than a 
year ago for the first time since February.

A ll groups of chain store systems with the exception 
of the candy chains reported fewer stores in operation 
in August this year than a year ago. A s a result, the 
increase in sales per store for all reporting chains was 
slightly larger than the increase in total sales.

Percentage change August 1934 
compared with August 1933

Type of store Number
of

stores
Total
sales

Sales
per

store
Grocery......................................................... —  1.2 +  0.1 

+  3 .0
—  2.9
—  9.3  
+ 12 .3  
+ 2 7 .6

+  1.3 
+  3.1 
+  0 .3  
__ 2 6

Ten cent....................................................... —  0.1
D rug............................................................. —  3 .2
Shoe.............................................................. —  6.9
Variety......................................................... —  0 3 + 1 2 >

+ 1 9 .4Candy........................................................... +  6 .9

Total..................................................... —  0 .9 +  4 .2 +  5.1
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B u s in e s s  C o n d i t io n s  in  t h e  U n i t e d  S ta te s
(Summarized by the Federal Eeserve Board)

T OTAL output of industry, which usually increases at this season, showed 
little change in August. Factory employment and payrolls increased be

tween the middle of July and the middle of August by about the usual 
seasonal amount. Distribution of commodities at department stores showed a 
more than seasonal growth.

P roduction and E m ploym ent  
Output of basic industrial products, as measured by the Board’s index, 

which makes allowance for usual seasonal changes, declined from 75 per cent 
of the 1923-1925 average in July to 73 per cent in August. At steel mills 
production continued to decline during August and the early part of September, 
contrary to seasonal tendency; in the middle of September a slight increase 
in activity was reported. Output of automobiles, which had been maintained 
at a relatively high rate during the spring and early summer, declined in 
August. Lumber production showed an increase. In the cotton textile industry 
production was in larger volume in August than in July, but was retarded 
by the strike in the first three weeks of September. At meatpacking establish
ments output in August was larger than in any other recent month, accompany
ing heavy marketings of cattle from drought areas.

Factory employment showed a seasonal increase between the middle of 
July and the middle of August, reflecting considerable growth in employment 
in the wearing apparel, canning, and meatpacking industries, while employment 
in the iron and steel industries and at railroad repair shops declined.

The value of construction contracts awarded, as reported by the F. W. 
Dodge Corporation, was about the same in August as in each of the four 
preceding months.

Department of Agriculture estimates as of September 1 indicate a corn 
crop 40 per cent smaller than the average for the five years 1927-1931 and 
other feed crops also are expected to be unusually small. The condition of 
pastures on September 1 was poorer than in any other recent year but some 
improvement has been reported in the early part of September. The spring 
wheat crop, estimated at 93,000,000 bushels, is about one-tliird of the five 
year average and the winter wheat crop is also small. The cotton crop is 
estimated at 9,300,000 bales, a sharp reduction from other recent years.

D istribution

Volume of freight car loadings, which usually increases at this season, 
showed little change in August. Shipments of miscellaneous freight showed 
no seasonal expansion, while shipments of livestock increased considerably. 
Department store sales increased by an amount substantially larger than is 
usual in August and were 2 per cent higher than a year ago.

Commodity Prices 
Wholesale prices of commodities increased in August and the first week 

of September, reflecting sharp advances in the prices of farm products and 
foods. Hog prices advanced rapidly during the month of August and in the 
latter part of the month cattle prices also showed a marked increase. Since 
the beginning of September, prices for both hogs and cattle have declined 
somewhat, and in the middle of the month there have also been decreases in 
the prices of wheat and cotton. In August, as in other recent months, there 
was little change in prices of commodities other than farm products and foods.

B a n k  Credit

A seasonal increase in demand for currency by the public and an increase 
in Government deposits at the Eeserve Banks were reflected in a decline in 
member bank reserve balances between the middle of August and the middle 
of September. On September 19 reserve balances were about $1,700,000,000 
in excess of legal requirements. There was little change in the volume of 
Eeserve Bank credit during August and September.

Total loans and investments of reporting member banks showed little 
change between August 15 and September 19; loans, other than security loans, 
increased by $170,000,000 and holdings of securities by $50,000,000, while 
security loans declined by $200,000,000. The increase in loans other than on 
securities occurred largely at banks in New York City and in the Western 
districts and reflected chiefly a growth in direct loans to customers for ordinary 
commercial purposes and for financing the harvesting of crops. The banks*’ 
holdings of acceptances and commercial paper, which also reflect current 
business financing, increased during the period.

Short term money rates continued at low levels. Yields on both United 
States Government and corporate bonds increased during August and the 
first half of September.

Index Number of Production of Manufactures 
and Minerals Combined, Adjusted for 

Seasonal Variation (1923-25 
averages 100 per cent)

PER CENT

Indexes of Daily Average Value of Department 
Store Sales (1923-25 average=100  per cent)

PER CENT)

)'A‘A c
DODS 01COMMrHERiodities^\

V X V*“\A\
FARM PRODUCTS]

Group Price Indexes of the Bureau of Labor 
Statistics (1926 average—100 per cent)

Wednesday Figures for Reporting MemberBanks (Latest figures are for September 19)
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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

F ed era l E eserv e  A g e n t  F ed era l E eserv e  B an k , N ew  Y o rk  N o v em b er  1, 1934

Money Market in October
T o ta l  lo a n s  a n d  in v e s tm e n ts  o f  w e e k ly  r e p o r t in g  

m e m b e r  b a n k s , w h ic h  re m a in e d  a lm o s t s t a t io n a r y  f ro m  
th e  b e g in n in g  o f  J u l y  to  th e  m id d le  o f  S e p te m b e r ,  
sh o w e d  a  r e n e w e d  in c re a s e  on  a  m o d e ra te  sca le  d u r in g  
th e  p a s t  m o n th , a n d  on  O c to b e r  24  r e a c h e d  th e  h ig h e s t  
p o in t  s in ce  th e  e a r ly  p a r t  o f  J a n u a r y  1932.

O n e  f a c to r  in  th is  u p t u r n  in  m e m b e r  b a n k  c r e d i t  w a s  
th e  f i r s t  in c re a s e  in  s e c u r i ty  lo a n s  in  s e v e ra l  m o n th s . 
F r o m  th e  b e g in n in g  o f J u l y  u n t i l  th e  e n d  o f S e p te m b e r  
th e re  w as  a  s te a d y  r e d u c t io n  in  s e c u r i ty  lo a n s  in  th e  
r e p o r t in g  b a n k s , w h ic h  p ro b a b ly  re f le c te d  in  p a r t  th e  
w e a k n e ss  in  s e c u r i ty  p r ic e s  d u r in g  m u c h  o f  t h a t  p e r io d . 
R e g u la t io n  T  c o n c e rn in g  th e  *1 E x te n s io n  a n d  M a in te n a n c e  
o f C re d i t  b y  B ro k e rs , D e a le rs ,  a n d  M em b ers  o f  N a t io n a l  
S e c u r i t ie s  E x c h a n g e s ”  w a s  is su e d  b y  th e  F e d e r a l  R e s e rv e  
B o a rd  n e a r  th e  e n d  o f  S e p te m b e r ,  a n d  i ts  a p p l ic a t io n  w a s  
d e fe r r e d  u n t i l  O c to b e r  15 to  e n a b le  th o se  a ffe c te d  to  
f a m i l ia r iz e  th e m se lv e s  w ith  i ts  p ro v is io n s . N o  f u r t h e r  
r e d u c t io n  in  s e c u r i ty  lo a n s  h a s  fo llo w e d  th e  a n n o u n c e 
m e n t  o f th is  r e g u la t io n ,  b u t  in  f a c t  th e  v o lu m e  o f  su c h  
lo a n s  in  r e p o r t in g  m e m b e r  b a n k s , w h ic h  in  S e p te m b e r  
h a d  re a c h e d  th e  lo w es t le v e l s in c e  1922 , h a s  s in ce  sh o w n  
a  s l ig h t  in c re a se .

A  f u r t h e r  m o d e ra te  in c re a s e  in  a l l  o th e r  lo a n s , c o n 
s is t in g  la r g e ly  o f  c r e d i t  e x te n d e d  to  f in a n c e  a g r ic u l tu r e ,  
co m m erce , a n d  in d u s t r y ,  a lso  c o n t r ib u te d  to  th e  u p t u r n  
in  to ta l  lo a n s  a n d  in v e s tm e n ts  d u r in g  th e  p a s t  m o n th . 
O n  O c to b e r  24 th e  v o lu m e  o f lo a n s  o th e r  t h a n  s e c u r i ty  
lo a n s  in  th e  w e e k ly  r e p o r t in g  m e m b e r  b a n k s  sh o w e d  a n  
in c re a s e  o f  a p p ro x im a te ly  $ 3 2 0 ,0 0 0 ,0 0 0  o v e r  th e  se a so n a l 
lo w  p o in t  r e a c h e d  o n  J u l y  18. T h is  in c re a s e  is  th e  
l a r g e s t  f o r  th e  c o r r e s p o n d in g  p e r io d  o f  a n y  y e a r  s in ce  
1929 , w h e n  th e  in c re a s e  f o r  a  so m e w h a t l a r g e r  g r o u p  o f  
b a n k s  w a s  o f a b o u t  th e  sam e  a m o u n t.  T h e  in c re a s e  d u r 
in g  th e  p a s t  th r e e  m o n th s  h a s  b e e n  a b o u t  e q u a l ly  d iv id e d  
b e tw e e n  th e  la r g e  N ew  Y o rk  C i ty  b a n k s  a n d  th e  r e p o r t 
in g  m e m b e r  b a n k s  in  90  o th e r  c it ie s  th r o u g h o u t  th e  
c o u n tr y .

T h e  a c c o m p a n y in g  d ia g ra m  tr a c e s  th e  c h a n g e s  s in ce  
th e  b e g in n in g  o f th is  y e a r  in  th e  v o lu m e  o f s e c u r i ty  
lo a n s  a n d  o f  a ll  o th e r  lo a n s  m a d e  b y  a l l  r e p o r t in g  m e m 
b e r  b a n k s . A s  th e  d ia g ra m  in d ic a te s ,  th e  s h r in k a g e  in  
s e c u r i ty  lo a n s  b e tw e e n  J u l y  a n d  S e p te m b e r  e x ceed ed  th e  
e x p a n s io n  in  " a l l  o t h e r ”  lo a n s , ev en  th o u g h  th e  in c re a s e  
in  lo a n s  o f  t h a t  c a te g o ry  w a s  c o n s id e ra b ly  g r e a te r  t h a n  
u s u a l  f o r  th e  t im e  o f  y e a r .  T h e  d e c lin e  in  th e  to ta l  v o l
u m e  o f  lo a n s , h o w e v e r, w a s  a b o u t  o ffse t b y  a n  in c re a s e  
in  b a n k  in v e s tm e n ts  in  s e c u r i t ie s  o th e r  th a n  d i r e c t  o b li
g a t io n s  o f  th e  U n i te d  S ta te s .  T h e  n e w  c la ss if ic a tio n  o f

m e m b e r  b a n k  lo a n s  a n d  in v e s tm e n ts  w h ic h  w a s  u s e d  f o r  
th e  f i r s t  t im e  in  th e  r e p o r t  is su e d  b y  th e  F e d e r a l  R e s e rv e  
B o a rd  on  O c to b e r  22 in d ic a te s ,  h o w ev e r, t h a t  th e  in c re a s e  
in  b a n k  in v e s tm e n ts  w a s  p r o b a b ly  d u e  ch ie f ly  to  p u r 
ch ase s  o f s e c u r i t ie s  o f G o v e rn m e n t a g e n c ie s  t h a t  a re  f u l ly  
g u a ra n te e d  as  to  b o th  p r in c ip a l  a n d  in te r e s t  b y  th e  G o v 
e rn m e n t .  T h e  a m o u n t  o f  s u c h  s e c u r i t ie s  sh o w n  b y  th e  
r e p o r t  o f  O c to b e r  22 w a s  $4 4 6 ,0 00 ,0 00 , w h ic h  is  a n  
a m o u n t  m o re  t h a n  su ffic ien t to  a c c o u n t  f o r  a l l  o f  th e  
in c re a s e  in  h o ld in g s  o f  s e c u r i t ie s  o th e r  t h a n  d i r e c t  o b li
g a t io n s  o f th e  G o v e rn m e n t d u r in g  th e  p a s t  y e a r .

N e t  d e m a n d  d e p o s i ts  o f th e  r e p o r t in g  m e m b e r  b a n k s  
in c re a sv , $ 2 rM ,000,000 f u r t h e r  in  th e  f o u r  w eeks e n d e d  
O c to b e r  24 , d u e  p a r t l y  to  e x te n s io n s  o f  c r e d i t  b y  th e  
r e p o r t in g  b a n k s , a n d  p a r t l y  to  G o v e rn m e n t e x p e n d i tu re s  
o f f u n d s  r a is e d  p re v io u s ly  th r o u g h  th e  sa le  o f  U n i te d  
S ta te s  s e c u r i t ie s  a n d  p la c e d  te m p o r a r i ly  in  d o r m a n t  
G o v e rn m e n t d e p o s its ,  w h ic h  a re  n o t  in c lu d e d  in  th e  r e 
p o r te d  n e t  d e m a n d  d e p o s its .  T h ese  e x p e n d i tu re s  d u r in g  
th e  p a s t  m o n th  a re  re f le c te d  in  a  r e d u c t io n  o f $23 9 ,0 00 ,-
000 in  th e  a m o u n t  o f  G o v e rn m e n t d e p o s its  in  th e se  
b a n k s . T h e  in c re a s e  in  n e t  d e m a n d  d e p o s its  in  th e  
r e p o r t in g  N ew  Y o rk  C i ty  m e m b e r  b a n k s  d u r in g  th e  
m o n th  a m o u n te d  to  $ 13 0 ,0 0 0 ,0 0 0  a n d  c a r r ie d  th e  v o lu m e  
o f s u c h  d e p o s its  to  a  le v e l n e v e r  b e fo re  a t t a in e d  e x c e p t  
f o r  a  s h o r t  t im e  in  th e  a u tu m n  o f  1929. T h e  in c re a s e  o f 
$ 16 0 ,0 0 0 ,0 00  in  r e p o r t in g  m e m b e r  b a n k s  in  o th e r  c itie s  
c a r r ie d  n e t  d e m a n d  d e p o s its  o f  th o s e  b a n k s  to  th e  h ig h e s t
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le v e l s in c e  1931 . F o r  a l l  r e p o r t in g  m e m b e r  b a n k s  th e  
in c re a s e  in  n e t  d e m a n d  d e p o s i ts  s in ce  th e  B a n k  H o lid a y  
n o w  a m o u n ts  to  n e a r ly  $ 4 ,00 0 ,0 0 0 ,00 0 .

T h e  c o n t in u e d  r a p id  e x p a n s io n  o f  m e m b e r  b a n k  d e 
p o s i ts  in v o lv e s  th e  u t i l iz a t io n  o f a  s u b s ta n t ia l  a m o u n t  o f 
th e  re s e rv e s  w h ic h  h a v e  b een  a c q u ir e d  b y  m e m b e r  b a n k s  
s in ce  M a rc h  1933 , a n d  in  a d d i t io n  c u r r e n c y  r e q u i r e 
m e n ts  h a v e  p ro v id e d  se a so n a l e m p lo y m e n t f o r  som e o f 
th e  id le  re s e rv e s  o f  m e m b e r  b a n k s . C o n s e q u e n tly , excess 
re s e rv e s  o f m e m b e r  b a n k s  h a v e  sh o w n  no  f u r t h e r  in c re a s e  
f o r  a  n u m b e r  o f  w eek s . T h e  p r e s e n t  v o lu m e  o f excess 
r e s e rv e s  is m o re  th a n  d o u b le  t h a t  o f  a  y e a r  ag o , h o w ev e r, 
a s  th e  a c tu a l  a m o u n t  o f  re s e rv e  b a la n c e s  h e ld  b y  m e m b e r  
b a n k s  in  th e  R e s e rv e  B a n k s  h a s  in c re a s e d  n e a r ly  
$1 ,3 0 0 ,0 0 0 ,0 0 0  d u r in g  th e  p a s t  y e a r ,  w h ile  th e  a m o u n t  o f 
f u n d s  u se d  as  r e q u i r e d  re s e rv e  a g a in s t  d e p o s its  h a s  i n 
c re a s e d  a b o u t  $4 0 0 ,0 00 ,0 00 .

M o n e y  R a t e s
T h e  m o n e y  m a r k e t  h a s  b e en  s l ig h t ly  e a s ie r ,  o n  th e  

w h o le , d u r in g  th e  p a s t  m o n th . Y ie ld s  on  s h o r t  te r m  G o v 
e r n m e n t  s e c u r i t ie s ,  w h ic h  ro se  so m e w h a t in  S e p te m b e r , 
t u r n e d  d o w n w a rd  in  O c to b e r  a c c o m p a n y in g  a  r is e  in  th e  
p r ic e s  o f  lo n g  te r m  G o v e rn m e n t s e c u r i t ie s ,  a n d  n e a r  th e  
e n d  o f  th e  m o n th  m a rk e t  r a te s  f o r  b a n k e r s  a c c e p ta n c e s  
o f  s h o r t  m a t u r i t y  w e re  re d u c e d  s l ig h t ly .

Money Rates at New York

Oct. 31, 1933 Sept. 28, 1934 Oct. 31, 1934

Stock Exchange call loans.......................... 1 1
Stock Exchange 90 day loans................... * X - l * x - l
Prime commercial paper— 4 to 6 months I X X - l H - l
Bills— 00 day unindorsed........................... X %4* v’ XA
Customers’ rates on commercial loans.. t2 .7 1 1-2.08 f2 .1 3
Treasury securities

Maturing March (vield)........................ 0 .16 No yield No yield
Maturing June (yield)............................ 0 .15 No yield No yield
Maturing December 1935 (yield).. . . 0 .7 2 0 .39

Average rate on latestTreasury bill sales
91 dav issue............................................... 0 .17

182 day issue............................................... d'.29 o lio
Federal Reserve Bank of New York re

discount rate............................................... 2 1H 1H
Federal Reserve Bank of New York

buying rate for 90 day indorsed bills Vi H H
* Nominal t  Average rate of leading banks at middle of month

B il l  M a r k e t
T h e  b a n k e r s  a c c e p ta n c e  m a rk e t  w a s  g e n e r a l ly  q u ie t  

d u r in g  O c to b e r . D e a le r s ’ s a le s  o f  b il ls  to  in v e s t in g  in s t i 
tu t io n s  so m e w h a t e x ceed ed  th e  s m a ll  a m o u n ts  o f n ew  
b il ls  c o m in g  in to  th e  m a rk e t  d u r in g  th e  f i r s t  th r e e  w eeks, 
a n d  p o r t fo l io s  o f  th e  d is c o u n t  h o u se s  c o n s e q u e n tly  d e 
c lin e d  s o m e w h a t. O n  O c to b e r  24  th e  d e a le r s  r e d u c e d  
t h e i r  r a te s  by  1 /1 6  p e r  c e n t  on  m a tu r i t i e s  u p  to  90 d a y s , 
th e  o f fe r in g  r a t e  b e c o m in g  %  p e r  c e n t,  th e  sam e  q u o ta 
t io n  t h a t  w as  in  e ffec t p r io r  to  th e  a d v a n c e  in s t i t u t e d  
to w a r d  th e  e n d  o f  S e p te m b e r .  F o llo w in g  th is  r e d u c t io n  
in  ra te s ,  in v e s tm e n t  d e m a n d  f o r  b il ls  s la c k e n e d  a n d  
d e a l e r s ’ p o r tfo l io s  te n d e d  to  in c re a s e  s l ig h t ly .

D u r in g  S e p te m b e r ,  th e  v o lu m e  o f b a n k e r s  a c c e p ta n c e s  
o u ts ta n d in g  ro se  $1 9 ,0 0 0 ,0 0 0  f u r t h e r  to  $ 5 3 9 ,0 00 ,0 00 , r e 
f le c tin g  p r in c ip a l ly  a n  in c re a s e  o f $ 2 0 ,0 0 0 ,0 0 0  in  b il ls  
d r a w n  to  f in an c e  th e  s to ra g e  o f  g o o ds in  d o m e s tic  w a re 
h o u se s . I m p o r t  b il ls  a lso  in c re a s e d  $5 ,3 00 ,0 00 , w h ile  
e x p o r t  b il ls  d e c lin e d  $ 2 ,1 00 ,0 00  a n d  b ills  b a se d  on  go o d s 
s to re d  in  o r  s h ip p e d  b e tw e e n  fo re ig n  c o u n tr ie s  d e c re a s e d  
$3 ,5 00 ,0 00 . O f  a l l  b i l ls  o u t s ta n d in g  a t  th e  e n d  o f  S e p 

te m b e r  a p p ro x im a te ly  93 p e r  c e n t  w e re  h e ld  b y  a c c e p t
in g  b a n k s  a n d  b a n k e rs , w h ic h  is  th e  s am e  p r o p o r t io n  
as  a t  th e  e n d  o f A u g u s t .

C o m m e r c ia l  P a p e r  M a r k e t
I n v e s tm e n t  d e m a n d  b y  th e  b a n k s  f o r  c o m m e rc ia l  

p a p e r  d r a w n  b y  h ig h  g r a d e  in d u s t r i a l  a n d  m e rc a n t i le  
c o n c e rn s  r e m a in e d  a c tiv e  d u r in g  th e  m o n th  o f  O c to b e r  
a n d  d e a le r s  q u ic k ly  so ld  th e  n e w  s u p p l ie s  o f  p a p e r  co m 
in g  on  th e  m a rk e t .  T h e  to ta l  v o lu m e  o f  b u s in e s s  t r a n s 
a c te d  in  th e  c o m m e rc ia l  p a p e r  m a rk e t  w a s  a b o u t  th e  
sam e  as  in  S e p te m b e r ,  th e  tu r n o v e r  b e in g  l im ite d  b y  th e  
c o m p a ra t iv e ly  s m a ll  a m o u n t  o f a c c o m m o d a tio n  s o u g h t  
b y  b o r ro w e rs  w h o se  n o te s  c a n  be so ld  in  th e  o p e n  
m a rk e t .  R a te s  c o n t in u e d  a t  a  r a n g e  o f % - l  p e r  c e n t  f o r  
a v e ra g e  g r a d e  p r im e  f o u r  to  s ix  m o n th  p a p e r ,  a l th o u g h  
i t  w as  r e p o r te d  t h a t  m o re  sa le s  w e re  m a d e  a t  %  p e r  c e n t  
th a n  a t  th e  h ig h e r  r a te .

T h e  a m o u n t  o f  c o m m e rc ia l  p a p e r  o u ts ta n d in g ,  w h ic h  
h a s  in c re a s e d  ea c h  m o n th  s in ce  J a n u a r y  w h e n  
$ 1 0 8 ,0 00 ,0 00  w a s  o u ts ta n d in g ,  r e a c h e d  $ 19 2 ,0 0 0 ,0 0 0  a t  
th e  e n d  o f S e p te m b e r , a n  a m o u n t  2 p e r  c e n t  l a r g e r  th a n  
a  m o n th  p re v io u s  a n d  56 p e r  c e n t  ab o v e  a  y e a r  ago .
Security Markets

D u r in g  O c to b e r  c o n s id e ra b le  p r ic e  a d v a n c e s  o c c u r re d  
in  th e  b o n d  m a rk e t ,  c o n t in u in g  th e  r e c o v e ry  w h ic h  d e 
v e lo p e d  in  th e  l a t t e r  p a r t  o f S e p te m b e r .  U n i te d  S ta te s  
T r e a s u r y  b o n d s  w e re  e s p e c ia lly  s t ro n g ,  a n d  th e  a v e ra g e  
p r ic e  o f  th e se  is su es  sh o w e d  a  n e t  a d v a n c e  o f  2V8 p o in ts  
f o r  th e  m o n th . T h e  a v e ra g e  y ie ld  o n  a l l  o u t s ta n d in g  
T r e a s u r y  b o n d s  re c e d e d  to  a b o u t  2 .90  p e r  c e n t, a s  co m 
p a r e d  w ith  3 .25 p e r  c e n t  a t  m id -S e p te m b e r  a n d  2 .70  
p e r  c e n t  a r o u n d  th e  m id d le  o f  J u l y ,  a s  th e  a c c o m p a n y 
in g  d ia g ra m  in d ic a te s , r e f le c t in g  th e  r e c o v e ry  o f  n e a r ly  
tw o - th ird s  o f th e  la te  s u m m e r  d e c lin e  in  G o v e rn m e n t 
b o n d  p r ic e s . T h e  G o v e rn m e n t b o n d  m a rk e t  wTas p a r t i c u 
l a r ly  s t ro n g  j u s t  a f t e r  th e  a n n o u n c e m e n t  o f  a  c a ll f o r  
r e d e m p tio n  on  A p r i l  15, 1935 o f a  f u r t h e r  $ 1 ,8 70 ,0 00 ,00 0  
o f F o u r t h  L ib e r ty  b o n d s , r e p r e s e n t in g  th re e - f i f th s  o f  th e  
F o u r t h  L ib e r ty  L o a n  b o n d s  n o w  o u ts ta n d in g .  P r ic e s  o f  
G o v e rn m e n t g u a r a n te e d  is su e s  a lso  a d v a n c e d  s u b s ta n 
t i a l ly  d u r in g  O c to b e r .

Average Yield on United States Treasury Bonds (Federal Reserve 
Bank of New York average of 12 outstanding issues; scale 

inverted to show price movements)
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I n  th e  d o m e s tic  c o rp o ra t io n  b o n d  d iv is io n  a lso , p r ic e s  
c o n tin u e d  to  fo llo w  th e  u p w a r d  c o u rse  w h ic h  p r e v a i le d  
in  th e  seco n d  h a l f  o f  S e p te m b e r .  A l l  c la sses  o f b o n d s  
a d v a n c e d  f ro m  1 to  2 p o in t s ;  th e  h ig h e s t  g r a d e  b o n d  
g ro u p  ro se  v i r tu a l l y  to  th e  h ig h  lev e l a t t a in e d  in  J u l y ,  
a n d  s l ig h t ly  less  h ig h  g r a d e  is su es  a d v a n c e d  to  w i th in
1 p o in t  o f th is  lev e l. M e d iu m  a n d  lo w e r  g r a d e  issu es, 
h o w ev e r, r e m a in e d  4 o r  m o re  p o in ts  be lo w  th e  h ig h e s t  
lev e ls  o f th e  su m m e r. F o r e ig n  b o n d s  o n  th e  w h o le  
sh o w e d  som e f u r t h e r  g a in  a lso .

I n  c o n t r a s t  to  th e  a d v a n c e  in  b o n d  p r ic e s , s to c k  p r ic e  
m o v e m e n ts  w e re  i r r e g u la r  a n d  t r a d i n g  c o n t in u e d  q u ie t  
d u r in g  O c to b e r . T h e  g e n e ra l  a v e ra g e  o f  p r ic e s  f lu c tu a te d  
w i th in  a r a n g e  o f a b o u t  4 p e r  c e n t,  a l th o u g h  to w a r d  th e  
e n d  o f O c to b e r  q u o ta t io n s ,  e s p e c ia lly  f o r  p u b lic  u t i l i t y  
s to ck s , w e re  so m e w h a t be low  th e  e n d  o f S e p te m b e r  lev e l. 
B a n k  s to ck s , w h ic h  a re  n o t  in c lu d e d  in  th e  g e n e ra l  s to c k  
p r ic e  a v e ra g e s , m a d e  som e n e t  g a in  f o r  th e  m o n th , 
h o w e v e r.

New Financing
T h e  la r g e s t  n e w  s e c u r i ty  o ffe r in g s  d u r in g  O c to b e r  

w e re  a  $ 5 0 ,00 0 ,00 0  is su e  o f  3 p e r  c e n t  H o m e  O w n e r s ’ 
L o a n  C o rp o ra t io n  b o n d s  d u e  in  1952 a n d  c a lla b le  in  
1944, a n d  a  $ 3 0 ,0 0 0 ,0 00  r e f u n d in g  is su e  o f  F e d e r a l  
I n te r m e d ia te  C re d i t  B a n k  s h o r t  te r m  d e b e n tu re s .  B o th  
o f th e se  q u a s i-g o v e rn m e n ta l  is su e s  w e re  q u ic k ly  ta k e n  
b y  s u b s c r ib e rs . T h e  H o m e  O w n e r s ’ L o a n  C o r p o r a t io n  
b o n d s  w h ic h  a re  f u l ly  g u a r a n te e d  as  to  p r in c ip a l  a n d  
i n te r e s t  b y  th e  U n i te d  S ta te s  G o v e rn m e n t w e re  d is 
t r i b u t e d  b y  a  s y n d ic a te  o f  b o n d  h o u se s  t h a t  in c lu d e d  a  
la r g e  n u m b e r  o f firm s, a n d  to  f a c i l i t a te  a  w id e  d i s t r ib u 
t io n  o f th e  issu e  th e  b o n d s  w e re  o b ta in a b le  in  d e n o m in a 
t io n s  a s  low  as  $25 . T h e  g r e a te r  p a r t  o f  th e  H o m e  
O w n e r s ’ L o a n  C o rp o ra t io n  b o n d s  n o w  o u ts ta n d in g  h a v e  
b e e n  p u t  o u t  in  e x c h a n g e  f o r  m o r tg a g e s , a l th o u g h  som e 
b o n d s  h a v e  b een  so ld  p re v io u s ly  u n d e r  c o m p e ti t iv e  b id 
d in g  b y  th e  T r e a s u r y  a c t in g  a s  a g e n t  f o r  th e  H o m e  
O w n e r s ’ L o a n  C o rp o ra t io n .

O th e r  n e w  s e c u r i ty  is su e s  d u r in g  O c to b e r  in c lu d e d  
a b o u t  $2 0 ,0 0 0 ,0 0 0  o f s m a ll  S ta te  a n d  m u n ic ip a l  s e c u r i ty  
f lo ta t io n s  a n d  $ 3 1 ,0 0 0 ,00 0  o f c o rp o ra t io n  issu es, p r in c i 
p a l ly  a  $ 2 0 ,00 0 ,00 0  issu e  o f  E d is o n  E le c t r ic  I l lu m in a t in g  
C o m p a n y  o f  B o s to n  3 y e a r  n o te s , a n d  $ 9 ,0 00 ,0 00  o f 
S h e ll  U n io n  O il C o r p o r a t io n  n o te s  w h ic h  w e re  r e p o r te d  
to  h a v e  b e en  p la c e d  p r iv a te ly .  T h e re  w e re  a lso  som e 
p u b lic  o f fe r in g s  o f p re v io u s ly  is su e d  s e c u r i t ie s ,  in c lu d in g  
$ 8 ,00 0 ,0 0 0  o f  S c o v ill  M a n u f a c tu r in g  C o m p a n y  d e b e n 
tu r e s  a n d  a lso  som e m u n ic ip a l  b o n d s  p re v io u s ly  a c q u ir e d  
b y  th e  P u b l ic  W o rk s  A d m in is t r a t io n  a n d  re c e n t ly  p u r 
c h a se d  b y  b a n k in g  h o u se s  f ro m  th e  R e c o n s tru c t io n  
F in a n c e  C o rp o ra t io n .

N ew  f in a n c in g  b y  th e  U n i te d  S ta te s  G o v e rn m e n t w a s  
l im ite d  to  five $ 75 ,0 0 0 ,00 0  issu es  o f 182 d a y  T r e a s u r y  
b il ls  w h ich  r e p la c e d  five $ 5 0 ,0 0 0 ,0 0 0  m a tu r i t i e s  a n d  p r o 
v id e d  $ 1 2 5 ,0 00 ,0 00  o f  a d d i t io n a l  f u n d s .  R a te s  o n  
T r e a s u r y  b i l l  is su e s  te n d e d  d o w n w a rd  d u r in g  O c to b e r, 
th e  a v e ra g e  r a te  on  th e  is su e  d a te d  O c to b e r  31 b e in g  
0.19 p e r  c e n t, c o m p a re d  w ith  0 .28  p e r  c e n t  o n  th e  
O c to b e r  3 issu e . O th e r  p u b l ic  d e b t  t r a n s a c t io n s  d u r in g  
O c to b e r  r e p r e s e n te d  th e  c o m p le tio n  o f th e  re f in a n c in g  
o f  th e  $ 1 ,2 5 0 ,0 0 0 ,0 0 0  o f  F o u r t h  L ib e r ty  L o a n  b o n d s  
w h ic h  h a d  b e e n  c a l le d  f o r  p a y m e n t  o n  O c to b e r  15. T h e

s u b s c r ip t io n  boo ks f o r  th e  e x c h a n g e  o f  th e se  b o n d s  in to  
3*4: p e r  c e n t  T r e a s u r y  b o n d s  o f  1944-46  re m a in e d  o p e n  
th r o u g h  O c to b e r  11, a n d  a  to ta l  o f $ 4 2 4 ,0 00 ,0 00  o f 
F o u r t h  L i b e r t y ’s w e re  so e x c h a n g e d . T h e se  ex c h a n g e s , 
to g e th e r  w i th  th e  $ 5 9 6 ,0 0 0 ,0 0 0  e x c h a n g e d  f o r  4 y e a r  
T r e a s u r y  n o te s  in  S e p te m b e r  l e f t  a b o u t  $ 2 3 0 ,0 0 0 ,0 00  
o f c a lle d  L i b e r t y ’s to  be re d e e m e d  in  ca sh  on  O c to b e r  15. 
T h e se  r e m a in in g  b o n d s  w e re  p r e s e n te d  f o r  p a y m e n t  
s lo w ly  b e c a u se  o f  t h e i r  w id e  d is t r ib u t io n ,  o n ly  a b o u t  
$ 95 ,0 0 0 ,0 0 0  b e in g  tu r n e d  in  b y  O c to b e r  25.

O n  O c to b e r  12, th e  S e c re ta r y  o f  th e  T r e a s u r y  c a lle d  
a n  a d d i t io n a l  $1 ,8 7 0 ,0 0 0 ,0 0 0  o f  F o u r t h  L ib e r ty  b o n d s  
f o r  r e d e m p tio n  o n  A p r i l  15, 1935. T h e  b o n d s  in c lu d e d  
in  th is  t h i r d  c a ll  f o r  r e d e m p t io n  a re  th o se  b e a r in g  s e r ia l  
n u m b e r s  e n d in g  in  th e  d ig i t  5, 6 o r  7. A  y e a r  ag o  
a p p ro x im a te ly  $6 ,2 6 8 ,0 0 0 ,0 0 0  o f  F o u r t h  4 1/4 ’s w e re  o u t 
s ta n d in g ,  b u t  th e  a m o u n t  h a s  b e e n  r e d u c e d  to  
$ 3 ,13 8 ,0 00 ,0 00  as a  r e s u l t  o f  th e  f i r s t  tw o  c a lls  a n d  
w ill  be f u r t h e r  r e d u c e d  to  a b o u t  $ 1 ,2 6 8 ,0 0 0 ,0 0 0  b y  A p r i l  
15, 1935, b y  th e  t h i r d  ca ll. D u r in g  th e  p a s t  y e a r  a b o u t  
$ 2 ,75 0 ,0 00 ,0 00  o f  F o u r t h  L ib e r ty  L o a n  b o n d s  h a v e  b e e n  
r e f u n d e d  in to  o th e r  i n te r e s t  b e a r in g  s e c u r i t ie s  a n d  
a b o u t  $ 3 8 0 ,0 00 ,00 0  o f  th e  b o n d s  in c lu d e d  in  th e  f i r s t  
tw o  c a lls  e i th e r  h a v e  b e en  p a id  off o r  w il l  b e  re d e e m e d  
o n  p r e s e n ta t io n .
Foreign Exchange

W id e  f lu c tu a t io n s  in  th e  f o r e ig n  e x c h a n g e s  o c c u r re d  
in  O c to b e r  a s  in  th e  p re v io u s  m o n th . A f t e r  d e c l in in g  
s h a r p ly  a t  th e  b e g in n in g  o f th e  seco n d  w eek , th e  g o ld  
c u r r e n c ie s  re c o v e re d  a n d  m a in ta in e d  a  v a r y in g  p re m iu m  
a g a in s t  th e  d o l la r  u n t i l  a  r e s u m p t io n  o f  th e  d o w n w a rd  
te n d e n c y  in  th e  s eco n d  h a l f  o f  th e  m o n th  c a r r ie d  th e m  
to  a  d is c o u n t  a n d  in  som e ca se s  to  th e  g o ld  im p o r t  
p o in ts .  M e a n w h ile , th e  s te r l in g  c u r re n c ie s ,  w h ic h  h a d  
w e a k e n e d  in  S e p te m b e r  a n d  e a r ly  O c to b e r , r e g is te r e d  n e t  
g a in s  f o r  th e  m o n th .

T h e  F r e n c h  f r a n c  h e ld  c o m p a r a t iv e ly  s te a d y  a t  a  le v e l 
s o m e w h a t be low  i t s  e n d  o f  S e p te m b e r  q u o ta t io n  f o r  
s e v e ra l  d a y s  a t  th e  b e g in n in g  o f  O c to b e r, d ip p e d  to  
$ 0 .0 6 6 1 1/4  on  th e  9 th , a n d  th e n  re c o v e re d  to  $ 0 .0 66 6  on  
th e  1 1 th . T h is  h ig h e r  lev e l w a s  m a in ta in e d  u n t i l  th e  
1 6 th , a f t e r  w h ic h  a  s te a d y  d e c lin e  d e v e lo p e d  w h ic h  c a r r ie d  
q u o ta t io n s  to  th e  e s t im a te d  g o ld  im p o r t  p o in t  o n  th e
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2 9 th , a s  th e  a c c o m p a n y in g  d ia g ra m  in d ic a te s .  N o g o ld  
s h ip m e n ts  w e re  r e p o r te d ,  h o w ev e r. T h e  b e lg a , th e  S w iss  
f r a n c ,  a n d  th e  g u i ld e r  m o v ed  s im i la r ly  to  th e  F r e n c h  
f r a n c ; th e  b e lg a , w h ic h  w a s  th e  w e a k e s t o f th e  f o u r  c u r 
re n c ie s , w a s  q u o te d  be lo w  p a r i t y  c o n s is te n t ly  a n d  fe l l  
be lo w  th e  g o ld  im p o r t  p o in t  o n  th e  2 4 th . L i r e  fo llo w e d  
th e  sam e  g e n e r a l  t r e n d .

S te r l in g  o p e n e d  th e  m o n th  a t  i t s  lo w e s t q u o ta t io n  
s in c e  F e b r u a r y — $ 4 .9 1 % — a n d  a f t e r  r e c o v e r in g  s l ig h t ly ,  
d r o p p e d  to  $4 .9 0  on  th e  1 0 th . O n  th e  1 6 th , h o w ev e r, th e  
p o u n d  b e g a n  to  s t r e n g th e n ,  a n d , as  th e  d ia g ra m  also  
show s, ro se  m o re  th a n  7 c e n ts  in  th e  fo l lo w in g  w eek , 
w h ile  th e  g o ld  c u r r e n c ie s  d e c lin e d . O n  O c to b e r  24, s t e r 
l in g  c lo sed  a t  $ 4 .9 8 %  a n d  a g a in  on th e  3 0 th  w a s  ab o ve  
$4 .98 . R e ic h s m a rk s , in d e p e n d e n t  o f th e  te n d e n c ie s  o f  
b o th  s te r l in g  a n d  th e  g o ld  c u r re n c ie s ,  w e re  s t r o n g e r  t h a n  
in  S e p te m b e r  a n d  re a c h e d  a  n e w  h ig h  o f  $0 .407 3  o n  th e  
1 6 th ;  th e y  r e m a in e d  ab o v e  th e i r  p a r i t y  o f  $0 .403 3  u n t i l  
th e  2 4 th  w h e n  th e y  d r o p p e d  to  $0 .402 8 , t h e i r  low  f o r  
th e  m o n th .

A r g e n t in e  p e so s  a n d  th e  S c a n d in a v ia n  c u r r e n c ie s  fo l
lo w ed  s te r l in g ,  b u t  th e  y e n , w h ic h  m o v ed  w i th  th e  
p o u n d  d u r in g  m o s t o f  th e  m o n th , d id  n o t  r e c o v e r  as  
m u c h  a s  s te r l in g  a n d  c lo sed  th e  m o n th  w ith  a  n e t  loss. 
B ra z i l ia n  m ilr e is  h e ld  c lo se ly  to  a  lev e l o f a b o u t  $0 .082 5 . 
T h e  s i lv e r  c u r r e n c ie s  ro se  s h a r p ly  on  th e  1 1 th  w ith  th e  
p r ic e  o f s i lv e r ,  b u t  f e l l  c o n s id e ra b ly  a f t e r  im p o s it io n  o f 
a  d u ty  a n d  e q u a l iz a t io n  c h a rg e  on  s i lv e r  e x p o r ts  b y  th e  
C h in ese  g o v e rn m e n t.  T h e  S h a n g h a i  d o l la r  w a s  q u o te d  a t
15 to  20 p e r  c e n t  d is c o u n t  f ro m  i ts  th e o re t ic a l  p a r i ty ,  
b a se d  o n  c u r r e n t  s i lv e r  p r ic e s , d u r in g  th e  l a t t e r  p a r t  
o f  th e  m o n th .  C a n a d ia n  d o lla rs ,  w h ic h  h a d  r u le d  above 
$1 .03  th r o u g h o u t  m o s t o f S e p te m b e r , f lu c tu a te d  b e tw e e n  
$ 1 .0 1 %  a n d  $1.02V2 d u r in g  O c to b e r.

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Oct. 31, 1933 Sept. 29, 1934 Oct. 30, 1934

Belgium................................. $ .2354 $ .2105 $ .2357 $ .2333
Denmark.............................. .4537 .2135 .2217 .2227
England................................ 8 .2397 4.7725 4.9613 4.9838
France................................... .0663 .05918 .06646 .06591
Germany.............................. .4033 .3605 .4056 .4028
Holland................................. .6806 .6105 .6834 .6767
Italy....................................... .0891 .0795 .0865 .0855
Norway................................. .4537 .2400 .2495 .2508
Spain..................................... .3267 .1265 .1378 . 1366
Sweden.................................. .4537 .2465 .2560 .2571
Switzerland.......................... .3267 .2927 .3290 .3259

Canada................................. 1.6931 .9863 1.0275 1.0231
Argentina............................. .7187 .3825 .3308 .3323
Brazil...................................... .2026 .0847 .0825 .0819
Uruguay............................... 1.7511 .6800 .8000 .8000

Japan..................................... .8440 .2874 .2910 .2908
India...................................... .6180 .3585 .3744 .3758
Shanghai.............................. .......... .3094 .3661 .3325

Central Bank Rate Changes
I n f o r m a t io n  h a s  b e e n  r e c e iv e d  in d ic a t in g  a n  a d v a n c e  

in  th e  d is c o u n t  r a t e  o f  th e  B a n k  o f D a n z ig  f ro m  3 to  4  
p e r  c e n t  o n  S e p te m b e r  21. O n  O c to b e r  1 th e  B a n k  o f 
E s to n ia  lo w e re d  i ts  r a t e  f ro m  5 %  to  5 p e r  c e n t.
Gold Movement

A c tu a l  s h ip m e n ts  o f  g o ld  d u r in g  O c to b e r  w e re  l im ite d  
to  im p o r ts  o f  $ 3 ,40 0 ,0 0 0  f ro m  C a n a d a  a n d  $2 ,40 0 ,0 0 0  
f ro m  M exico . T h e  e ffec t o f  th e se  t r a n s a c t io n s  o n  th e  
m o n e ta r y  g o ld  s to c k  o f th e  U n i te d  S ta te s  w a s  s u p p le 

m e n te d , h o w ev e r, b y  th e  re le a se  o f $ 3 5 0 ,0 0 0  o f  g o ld  
p re v io u s ly  e a rm a r k e d  f o r  f o r e ig n  a c c o u n t  a t  th is  b a n k  
a n d  b y  th e  r e c e ip t  by  th e  m in ts  a n d  a s s a y  offices o f  
n e w ly  m in e d  d o m e s tic  g o ld  a n d  s c r a p  g o ld  a v e r a g in g  
a b o u t  $ 2 ,6 00 ,0 00  a n d  $ 1 ,1 00 ,0 00  a  w eek , r e s p e c tiv e ly ,  so 
t h a t  th e  g o ld  s to ck  ro se  n e a r ly  $2 5 ,0 0 0 ,0 0 0  d u r in g  O c to 
b e r . A d d i t io n a l  t r a n s a c t io n s  a t  N e w  Y o rk  t h a t  d id  n o t  
a ffec t th e  g o ld  s to ck  w e re  th e  r e c e ip t  o f  $1 ,0 0 0 ,0 0 0  f ro m  
C o lo m b ia  w h ic h  w as im m e d ia te ly  e a rm a r k e d  on  a r r iv a l  
a n d  th e  re le a se  f ro m  e a r m a r k  o f  $ 1 ,0 0 0 ,0 0 0  o f  g o ld  f o r  
e x p o r t  to  C h ile .
Commodity Prices

T h e  d o w n w a rd  m o v e m e n t in  th e  p r ic e s  o f  m o s t o f  th e  
p r in c ip a l  a g r i c u l tu r a l  c o m m o d itie s , w h ic h  b e g a n  in  th e  
e a r ly  p a r t  o f S e p te m b e r , c o n t in u e d  w i th  l i t t l e  i n t e r r u p 
t io n  d u r in g  O c to b e r . T h e  a v e ra g e  p r ic e  o f  h o g s  a t  
C h icag o  sh o w e d  a n  a d d i t io n a l  d e c lin e  o f  $1 .16  to  $5 .37  a  
h u n d r e d w e ig h t ,  b u t  th e  c u r r e n t  p r ic e  r e m a in s  c o n s id e r 
a b ly  ab o v e  th e  lev e l p r e v a i l in g  p r io r  to  th e  s u b s ta n t ia l  
s u m m e r  a d v a n c e . I t  is r e p o r te d  t h a t  m a rk e t in g s  o f  ho g s  
h a v e  b een  h e a v ie r  t h a n  u s u a l  th is  f a l l ,  o w in g  p r in c ip a l ly  
to  th e  r e la t iv e ly  l im ite d  s u p p ly  o f  fe e d  g r a in s .  T h e  p r ic e  
o f  s te e r s  a lso  sh o w e d  a  f u r t h e r  s iz a b le  re c e ss io n  d u r in g  
O c to b e r . C a sh  w h e a t  d e c l in e d  5 c e n ts  f u r t h e r  to  $ 1 .0 8 %  
a  b u sh e l, a n d  c o rn  2 %  c e n ts  to  7 8 %  c e n ts  a  b u sh e l. 
L o sse s  a lso  a p p e a r e d  in  th e  p r ic e s  o f  r u b b e r ,  s u g a r ,  
a n d  h id e s .

I n  c o n t r a s t  to  th e se  m o v e m e n ts , som e a d v a n c e  o c c u r re d  
in  th e  p r ic e s  o f  m e ta ls  d u r in g  O c to b e r . F o l lo w in g  th e  
a n n o u n c e m e n t  o f  th e  e s ta b l is h m e n t  o f a  t a x  o n  s i lv e r  
e x p o r ts  f ro m  C h in a , th e  p r ic e  o f  s i lv e r  a t  N ew  Y o rk  
a d v a n c e d  r a t h e r  s u b s ta n t i a l ly  d u r in g  th e  e a r ly  p a r t  o f 
th e  m o n th , a n d  b y  O c to b e r  16 h a d  r e a c h e d  a  p e a k  o f 
5 5 %  c e n ts  a n  o u n ce , th e  h ig h e s t  le v e l in  a b o u t  five y e a rs . 
S u b s e q u e n tly ,  h o w ev e r, th e  p r ic e  re c e d e d  to  53 c e n ts  
a n  o u n ce . L e a d  sh o w e d  a  m o d e ra te  in c re a s e , a n d  s c r a p  
s te e l  a d v a n c e d  25 c e n ts  to  $ 1 0 .50  a  to n  in  th e  l a t t e r  p a r t  
o f O c to b e r , fo llo w in g  a  d o w n w a rd  m o v e m e n t s in ce  th e  
e n d  o f F e b r u a r y .  T h e  p r ic e  o f  c o p p e r  in  th e  f re e  m a rk e t  
d e c l in e d  f u r t h e r  d u r in g  th e  f ir s t  h a l f  o f  O c to b e r , b u t  
ro se  c o n s id e ra b ly  th e r e a f te r ,  a l th o u g h  c o n t in u in g  be low  
th e  official n o m in a l  p r ic e  o f  9 c e n ts  a  p o u n d .

A l th o u g h  m o s t o f  th e  re c e ss io n  sh o w n  in  th e  B u r e a u  
o f L a b o r  S ta t i s t ic s  in d e x  o f  w h o le sa le  p r ic e s  d u r in g  
O c to b e r  w a s  d u e  to  d e c lin e s  in  th e  f a r m  p r o d u c ts  g ro u p , 
th e  g r e a te r  p a r t  o f  th e  s u m m e r ’s a d v a n c e  in  th e  p r ic e s  o f  
a g r i c u l tu r a l  c o m m o d itie s  h a s  n e v e r th e le s s  b e en  r e ta in e d .  
T h e  in d e x  o f  f a r m  p ro d u c ts ,  w h ic h  h a d  r is e n  25 p e r  c e n t  
b e tw e e n  A p r i l  a n d  S e p te m b e r ,  h a s  s in ce  re c e d e d  o n ly  
a b o u t  5 p e r  c e n t. F o llo w in g  m a rk e d  s ta b i l i ty  f o r  a  n u m 
b e r  o f m o n th s  p a s t ,  th e  in d e x  o f  th e  p r ic e s  o f  co m m o d i
t ie s  o th e r  th a n  f a r m  p r o d u c ts  a n d  fo o d s  a lso  d e c l in e d  
m o d e ra te ly  in  O c to b e r , ch ie fly  a s  a  r e s u l t  o f d e c re a se s  in  
th e  p r ic e s  o f  c o t to n  g o o d s  a n d  g a so lin e . T h e  g e n e ra l  
in d e x  o f  w h o le sa le  c o m m o d ity  p r ic e s  s to o d  a t  76 .2  p e r  
c e n t  o f  th e  1926  a v e ra g e  f o r  th e  w eek  e n d e d  O c to b e r  20, 
a s  a g a in s t  a n  e a r ly  S e p te m b e r  p e a k  o f  77 .8  p e r  c e n t.
Production

F o llo w in g  th e  d o w n w a rd  m o v e m e n t o f  th e  p re v io u s  
f o u r  m o n th s  th e  a v e ra g e  lev e l o f  b a s ic  in d u s t r i a l  o u tp u t  
a p p a r e n t ly  sh o w e d  som e s l ig h t  e x p a n s io n  d u r i n g  O c to 
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b e r. T h e  a c t iv i ty  o f te x t i le  m ills  in c re a s e d  c o n s id e ra b ly  
fo llo w in g  th e  t e r m in a t io n  o f th e  s t r ik e  in  th e  l a t t e r  p a r t  
o f  S e p te m b e r ,  a n d  o p e ra t io n s  in  th e  c o tto n  te x t i le  i n 
d u s t r y  a r e  e s t im a te d  to  h a v e  r e a c h e d  th e  h ig h e s t  r a t e  
s in ce  la s t  s p r in g .  A t  s i lk  m ills  p r o d u c t io n  a d v a n c e d  
s h a r p ly  in  th e  f ir s t  h a l f  o f  O c to b e r  b u t  d e c lin e d  a g a in  
to w a r d s  th e  e n d  o f  th e  m o n th , o w in g  to  r e n e w e d  la b o r  
d iff icu ltie s . O p e ra t io n s  in  th e  s te e l i n d u s t r y  w e re  q u i te  
s ta b le , a c c o rd in g  to  th e  e s t im a te s  o f th e  I r o n  A g e , r a n g 
in g  b e tw e e n  2 3 a n d  26 p e r  c e n t  o f  c a p a c ity ,  w h ic h  
is  s l ig h t ly  ab o v e  th e  S e p te m b e r  a v e ra g e  o f 22 .7  p e r  c e n t. 
I n  e le c tr ic  p o w e r  o u tp u t  th e  u s u a l  s e a s o n a l e x p a n s io n  
o c c u r re d .  O n  th e  o th e r  h a n d ,  a u to m o b ile  p r o d u c t io n  
d r o p p e d  r a t h e r  s h a r p ly  a s  w o rk  on  c u r r e n t  m o d e ls  d re w  
to w a r d s  a  c lo se ; o p e ra t io n s  a t  m e a t  p a c k in g  p la n t s  d e 
c l in e d  s u b s ta n t ia l ly  f ro m  th e  e x t r a o r d in a r i l y  h ig h  lev e l 
o f  th e  p re v io u s  m o n th ;  a n d  th e  o u tp u t  o f  b i tu m in o u s  
co a l d id  n o t  sho w  th e  u s u a l  a u tu m n  e x p a n s io n .

T h e  F e d e r a l  R e se rv e  B o a r d ’s s e a s o n a lly  a d ju s te d  i n 
d e x  o f  i n d u s t r i a l  p r o d u c t io n  f o r  S e p te m b e r  d r o p p e d  2 
p o in ts  f u r t h e r  to  a  lev e l a b o u t  e q u a l  to  th e  low  p o in t  o f 
th e  a u tu m n  o f  1933. T h e  S e p te m b e r  d e c lin e  w as  c a u se d  
p r in c ip a l ly  b y  th e  s h a r p  c o n t r a c t io n  o f te x t i le  m ill  o u t 
p u t  d u e  to  th e  s t r ik e .  T h e re  w as  a lso  a  g r e a te r  t h a n  
se a so n a l r e d u c t io n  in  a u to m o b ile  p r o d u c t io n ,  a n d  th e  
o u tp u t  o f  shoes d e c re a s e d  c o n s id e ra b ly .  O n  th e  o th e r  
h a n d ,  s te e l m ill a c t iv i ty  re c o v e re d  s l ig h t ly  in  th e  l a t t e r  
p a r t  o f  th e  m o n th , a n d  f o r  S e p te m b e r  a s  a  w h o le  a v e r 
ag e d  a b o u t  th e  sam e  as  in  th e  p re v io u s  m o n th . C oa l p r o 
d u c t io n  in c re a s e d  m o re  th a n  s e a so n a lly , a n d  o p e ra t io n s  
a t  m e a t p a c k in g  p la n ts  w e re  e x p a n d e d  in  S e p te m b e r  f o r  
th e  t h i r d  su ccess iv e  m o n th .

S e p te m b e r  w a s  th e  f o u r t h  c o n se c u tiv e  m o n th  in  w h ic h  
th e r e  w a s  a  rece ss io n  in  in d u s t r i a l  a c t iv i ty ,  a  la r g e  p a r t  
o f  w h ic h  w a s  d u e  to  d e c lin e s  in  th e  o u tp u t  o f te x ti le s ,  
s te e l, a n d  a u to m o b ile s . A s  th e  a c c o m p a n y in g  d ia g ra m  
sho w s, th e  s h a r p  t e m p o r a r y  d e c lin e  in  th e  te x t i le  in d u s 
t r y  d u r in g  S e p te m b e r  fo llo w e d  s e v e ra l  m o n th s  o f  r e 
s t r i c te d  o p e ra t io n s ,  w h ic h  re f le c te d  g e n e ra l  c u r ta i lm e n t  
a t  c o t to n  m ills  as  w e ll a s  a  c o m p a ra t iv e ly  low  lev e l o f 
a c t iv i ty  in  th e  w o ol a n d  s ilk  in d u s t r ie s .  I n  th e  s te e l 
i n d u s t r y  th e  s u b s ta n t i a l  d e c lin e  in  o u tp u t  d u r in g  r e c e n t  
m o n th s  w as  d u e  p a r t l y  to  th e  u se  b y  s te e l  c o n su m in g

PER CENT PER CENT

Indexes of Production in Important Lines (Adjusted

in d u s t r i e s  o f  s to c k s  a c c u m u la te d  in  th e  se c o n d  q u a r t e r  
in  a n t ic ip a t io n  o f  p r ic e  in c re a s e s , a n d  p a r t l y  to  som e 
r e d u c t io n  in  th e  a c t iv i ty  o f  c o n su m in g  in d u s t r ie s .  A c 
c o m p a n y in g  th e  p r o n o u n c e d  f a l l in g  off in  o p e ra t io n s  a t  
b o th  s te e l  a n d  te x t i le  m ills  d u r in g  th e  p a s t  few  m o n th s , 
in v e n to r ie s  a r e  r e p o r te d  to  h a v e  b e en  re d u c e d  c o n s id e r 
a b ly , so t h a t  a n y  s u b s ta n t ia l  in c re a s e  in  d e m a n d  f o r  th e  
p r o d u c ts  o f  th e se  in d u s t r i e s  s h o u ld  be re f le c te d  r a t h e r  
p r o m p t ly  in  h ig h e r  o p e r a t in g  sch ed u le s . I n  th e  a u to m o 
b ile  in d u s t r y  a lso , p r o d u c t io n  w as  re d u c e d  m o re  r a p id ly  
t h a n  sa le s  to  c o n su m e rs  re c e d e d , a s  is  u s u a l  d u r in g  th e  
s u m m e r  a n d  f a l l  m o n th s .

I n  m a rk e d  c o n t r a s t  to  th e  c o u rse  o f  a c t iv i ty  in  th e  
o th e r  in d u s t r i e s  sh o w n  in  th e  d ia g ra m , o p e ra t io n s  a t

(Adjusted for seasonal variations and usual year to year growth)

1933 1934

Sept. July Aug. Sept.

Metals
51 39 34 30

Steel........................................................................ 57 38 32 32
48 46 38 45
66 48 48 52

Automobiles
Passenger cars.................................................... 41 54 41 33p
Motor trucks...................................................... 61 74 82 78 p

Fuels
Bituminous coal................................................. 68 70 66 67 p
Anthracite coal................................................... 85 66 58 72 p
Petroleum, crude............................................... 75 71 68 67 p
Petroleum products........................................ 72 67 67
Electric power.................................................... 69 67 6 5p 62 p

Textiles and Leather Products
Cotton consumption........................................ 91 68 72 56
Wool mill activity............................................ 105 78 73 p 4 5p
Silk consumption............................................ 45 53 53 46
Rayon deliveries................................................ 99 87 76 p

88 102 89 80p

Foods and Tobacco Products
Meat packing..................................................... 133 126 132 146
Wheat flour......................................... 70 79 77 81
Refined sugar deliveries............................... 80 62 77
Tobacco products........................................... 78 83 82 80

Miscellaneous
33 43 39 43
72 51 52 54p
41 32 39 36

Newsprint paper........................................... 70 74 73 75
Machine tools................................................. 29 33 34 34

p Preliminary

for seasonal variation; trend of past years=100 per cent)
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m e a t  p a c k in g  p la n t s  in c re a s e d  s h a r p ly  th r o u g h  S e p te m 
b e r .  T h is  in c re a s e  w as  th e  r e s u l t  o f h e a v y  s h ip m e n ts  of 
l iv e s to c k  f ro m  d r o u g h t  a re a s , th e  a c c e le ra te d  m a rk e t in g  
o f  h o g s  in  v ie w  o f h ig h  f e e d  p r ic e s , a n d  th e  p ro c e s s in g  
o f  c a t t le  p u r c h a s e d  in  c o n n e c tio n  w i th  th e  G o v e rn m e n t 
r e l ie f  p ro g ra m .

Indexes of Business Activity
D u r in g  th e  f i r s t  h a l f  o f  O c to b e r , d e p a r tm e n t  s to re  

sa le s  f o r  th e  c o u n t r y  a s  a  w h o le  a p p e a r  to  h a v e  sh o w n  
a b o u t  th e  u s u a l  a u tu m n  in c re a s e , a c c o rd in g  to  p r e l im i
n a r y  in d ic a t io n s ,  a n d  c a r  lo a d in g s  o f  m e rc h a n d is e  a n d  
m isc e lla n e o u s  f r e ig h t  a lso  sh o w e d  a b o u t th e  u s u a l  s e a 
s o n a l c h a n g e  o v e r  S e p te m b e r .  A  c o n s id e ra b le  d e c lin e  
o c c u r re d , h o w ev e r, in  th e  m o v e m e n t o f b u lk  f r e ig h t  o v e r 
th e  r a i l r o a d s ,  o w in g  to  re d u c e d  s h ip m e n ts  o f g r a in ,  l iv e 
s to ck , a n d  o re .

D u r in g  S e p te m b e r ,  d iv e rs e  te n d e n c ie s  w e re  a p p a r e n t  
in  th is  b a n k ’s s e a s o n a lly  a d ju s te d  in d e x e s  o f  g e n e ra l  
b u s in e ss  a c t iv i ty  a n d  th e  d i s t r ib u t io n  o f  goods. T w o  o f 
th e  m o s t im p o r t a n t  in d ic a to r s  o f b u s in e s s  v o lu m e , 
n a m e ly  r a i l r o a d  f r e ig h t  tra ff ic  a n d  ch eck  p a y m e n ts  o u t 
s id e  N ew  Y o rk  C ity , w e re  m a in ta in e d  a f t e r  s e a so n a l a d 
ju s tm e n t  a t  a p p ro x im a te ly  th e  sam e  lev e l as  in  A u g u s t .  
A  la r g e r  t h a n  se a so n a l in c re a s e  in  r e t a i l  t r a d e  in  a g r ic u l 
t u r a l  se c tio n s  w a s  re f le c te d  in  a  s h a r p  a d v a n c e  in  th e  
in d e x  o f  m a il  o r d e r  h o u se  sa le s  a n d  in  a  r e p o r te d  g a in  
o f 44  p e r  c e n t  f ro m  A u g u s t  to  S e p te m b e r  in  s a le s  o f 
s to re s  s e rv in g  r u r a l  a re a s .  I n  a d d i t io n ,  c h a in  s to re  sa le s  
ro se  c o n s id e ra b ly  ev e n  a f t e r  s e a so n a l a d ju s tm e n t .  I n  
d e p a r tm e n t  s to re s  in  c it ie s  th r o u g h o u t  th e  c o u n tr y ,  h o w 
ev e r , th e  la r g e  s a le s  in c re a s e  re c o rd e d  in  A u g u s t  w a s  
fo llo w e d  b y  a  s o m e w h a t s m a lle r  t h a n  se a so n a l e x p a n s io n  
in  S e p te m b e r , a n d  r e t a i l  sa le s  o f n e w  p a s s e n g e r  a u to m o 
b ile s  a n d  sa le s  o f l i f e  in s u r a n c e  w e re  r e d u c e d  s l ig h t ly  
m o re  t h a n  u s u a l ly .

T h e  c o n t r a s t  b e tw e e n  r e t a i l  t r a d e  re c o v e ry  in  som e o f 
th e  a g r i c u l tu r a l  d i s t r i c t s  a n d  in  i n d u s t r i a l  s e c tio n s  is  
in d ic a te d  in  th e  a c c o m p a n y in g  d ia g ra m , w h ic h  sh ow s 
s e a s o n a lly  a d ju s te d  in d e x e s  o f d e p a r tm e n t  s to re  s a le s  in  
th e  N ew  Y o rk  a n d  P h i la d e lp h ia  d is t r i c t s  o n  o ne  h a n d , 
a n d  in  th e  A t l a n t a  a n d  D a l la s  F e d e r a l  R e s e rv e  d i s t r i c t s

PERCENT PERCENT

Seasonally Adjusted Indexes of Department Store Sales in Indus
trial and Agricultural Districts (Federal Reserve data; 

1923-25 average= 100 per cent)

on  th e  o th e r .  T h e  in c re a s e  in  d e p a r tm e n t  s to re  t r a d e  
f ro m  th e  low  p o in t  o f  M a rc h  1933, a s  m e a s u re d  b y  th e se  
in d e x e s , h a s  a m o u n te d  to  78 p e r  c e n t  f o r  th e  A t l a n t a  
d i s t r i c t  a n d  69 p e r  c e n t  f o r  D a lla s ,  a s  c o m p a re d  w i th
32 p e r  c e n t  f o r  P h i la d e lp h ia  a n d  18 p e r  c e n t  f o r  N ew  
Y o rk . T h e  r a p i d  re c o v e ry  in  th e  tw o  S o u th e r n  d is t r ic t s  
p ro b a b ly  is  ch ie f ly  a  r e s u l t  o f th e  m a rk e d  in c re a s e  in  
f a r m  in c o m e  in  th o se  d is t r ic t s .  A c c o rd in g  to  e s t im a te s  
o f  th e  D e p a r tm e n t  o f A g r ic u l tu r e ,  f a r m e r s ’ c a sh  in co m e  
f ro m  m a rk e t in g s  o f  c o t to n  a n d  c o tto n s e e d  d u r in g  th e  
f i r s t  n in e  m o n th s  o f  th e  c u r r e n t  y e a r  w a s  27 p e r  c e n t  
h ig h e r  t h a n  in  th e  c o r r e s p o n d in g  p e r io d  o f  la s t  y e a r  a n d  
44  p e r  c e n t  ab o v e  th e  f i r s t  th r e e  q u a r t e r s  o f 1932, a n d  
w h e n  r e n ta l  a n d  b e n e f it p a y m e n ts  b y  th e  A g r i c u l tu r a l  
A d ju s tm e n t  A d m in is t r a t io n  a re  ta k e n  in to  a c c o u n t, th e  
in c re a s e s  a r e  36 p e r  c e n t  o v e r  193 3  a n d  80 p e r  c e n t 
o v e r  1932.

(AdjustecTfor seasonal variations, for usual year to year growth, 
and where necessary for price changes)

1933 1934

Sept. July Aug. Sept.

Primary Distribution
Car loadings, merchandise and misc......... 55 57 56 55
Car loadings, other.......................................... 60 60 58 58

49r 52 r 51r 54r
Imports r ............................................................ 65r 62r 51r 57 r
Wholesale trade................................................. 82 91 94 86

Distribution to Consumer
Department store sales, U. S ....................... 74 71 78 73
Department store sales, 2nd D ist.............. 76 67 74 72
Chain grocery sales.......................................... 72 66 66 65
Other chain store sales r................................ 85r 78 r 79r 86r
Mail order house sales.................................... 69 62 67 75
Advertising.......................................................... 54 58 60 56
New passenger car registrations................. 55 60 5 5p 53 p
Gasoline consumption..................................... 72 69 72

General Business Activity
Bank debits, outside New York C ity .. . . 59 62 61 60 p
Bank debits, New York City....................... 47 48 43 41
Velocity of demand deposits, outside New

York C ity ........................................................ 78 72 68 66
Velocity of demanddeposits.NewYorkCity 56 52 48 45
Shares sold, N . Y . Stock Exchange r. . . . lOOr 46r 43r
New life insurance sales................................. 64 63 62 60
Factory employment, United States......... 79 81 80 75 p
Business failures................................................ 58 45 44 42
Building contracts............................................ 24 21 21 21
New corporations formed, N . Y . State.. 70 66 63 59
Real estate transfers........................................ 43 50 48

General price level*.......................................... 133 138 138 139p
Composite index of wages*.......................... 177 182 182 180p
Cost of living*.................................................... 135 137 138 139

p Preliminary r Revised * 1913 average =100

Building
I n  to ta l  d o l la r  v a lu e , th e  a m o u n t  o f  b u i ld in g  a n d  

e n g in e e r in g  c o n tra c ts  a w a r d e d  in  S e p te m b e r  w a s  a b o u t
8 p e r  c e n t  s m a lle r  t h a n  th e  A u g u s t  to ta l ,  b u t  a f t e r  
a llo w a n c e  f o r  d if fe re n c e  in  n u m b e r  o f  b u s in e s s  d a y s  a n d  
f o r  u s u a l  se a so n a l m o v e m e n ts , l i t t l e  c h a n g e  a p p e a r s  to  
h a v e  o c c u r re d  in  th e  r a t e  o f  a c t iv i ty  a n d  th i s  b a n k ’s 
in d e x  o f b u i ld in g  c o n t r a c ts  r e m a in e d  f o r  th e  t h i r d  co n 
se c u tiv e  m o n th  a t  21 p e r  c e n t  o f  th e  lo n g  tim e  t r e n d .  
P u b l ic ly  f in a n c e d  b u i ld in g  c o n t r a c ts  w e re  a w a r d e d  on  a  
so m e w h a t l a r g e r  sca le  th a n  in  th e  p re v io u s  m o n th , w h ile  
p r iv a te ly  f in a n c e d  c o n t r a c ts  d e c lin e d . B o th  ty p e s  o f 
b u i ld in g  w e re  in  s m a lle r  a m o u n t  t h a n  in  S e p te m b e r  1933, 
b u t  in  th e  ca se  o f p u b l ic ly  f in a n c e d  b u i ld in g  th is  is  d u e  
in  p a r t  to  th e  f a c t  t h a t  th e  c o m p a r is o n  is  w i th  th e
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PERCENT

Estimated Volume of Building Construction in the United States 
and England (Adjusted for seasonal variation; 1924 averages 

100 per cent)

p e r io d  o f r a p id  e x p a n s io n  in  c o n t r a c ts  p la c e d  u n d e r  th e  
P u b l ic  W o rk s  A d m in is t r a t io n .

T h e  c u m u la t iv e  to ta l  o f c o n t r a c ts  a w a r d e d  d u r in g  th e  
f ir s t  n in e  m o n th s  o f th e  y e a r  w a s  62 p e r  c e n t  l a r g e r  t h a n  
th e  to ta l  f o r  th e  c o r r e s p o n d in g  p e r io d  o f  la s t  y e a r  a n d  
n e a r ly  e q u a l  to  th e  t o ta l  f o r  th e  e n t i r e  y e a r  1933. P u b l ic  
w o rk s  c o n tra c ts  w e re  m o re  t h a n  twTice as  la r g e  a s  in  th e  
f i r s t  n in e  m o n th s  o f 1933 , p u b l ic  u t i l i t y  c o n t r a c ts  sh o w e d  
a n  in c re a s e  o f 66 p e r  c e n t,  a n d  o th e r  n o n - re s id e n t ia l  
c o n tra c ts ,  a  r is e  o f  46  p e r  c e n t, m o s t o f  th e se  in c re a s e s  
r e p r e s e n t in g  p u b l ic ly  f in a n c e d  p r o je c ts .  R e s id e n t ia l  c o n 
t r a c t s  a w a r d e d  d u r in g  th e  f i r s t  n in e  m o n th s  o f th e  y e a r  
w e re  o n ly  4  p e r  c e n t  a h e a d  o f l a s t  y e a r .

D u r in g  th e  f ir s t  h a l f  o f O c to b e r , a l l  ty p e s  o f c o n t r a c ts  
w e re  a w a r d e d  a t  a  h ig h e r  d a i ly  a v e ra g e  r a t e  t h a n  in  
S e p te m b e r . R e s id e n t ia l  c o n t r a c ts  in c re a s e d  c o n s id e ra b ly  
m o re  th a n  s e a so n a lly , a n d  n o n - r e s id e n t ia l  w o rk  in c re a s e d  
c o n t r a r y  to  th e  u s u a l  se a so n a l te n d e n c y , e s p e c ia lly  p u b l ic  
w o rk s  a n d  u t i l i t ie s .

T h e  a c c o m p a n y in g  d ia g ra m  sh o w s th e  c o u rse  o f b u i ld 
in g  a c t iv i ty  in  th e  U n i te d  S ta te s  a n d  E n g la n d  s in ce  
1928. I n  th is  c o u n tr y ,  th e  v o lu m e  o f  b u i ld in g  d e c lin e d  
r a p id ly  f ro m  1928 th r o u g h  th e  f i r s t  p a r t  o f  1933, fo l 
lo w in g  w h ic h  th e r e  w a s  a n  in c re a s e  in  th e  l a t t e r  p a r t  o f 
1933 d u e  to  e x p a n s io n  in  p u b l ic  w o rk s  a n d  o th e r  p r o je c ts  
f in a n c e d  b y  p u b l ic  f u n d s .  A f t e r  som e re c e ss io n  th e  v o l
u m e  o f  b u i ld in g  in  r e c e n t  m o n th s  h a s  sh o w n  n o  f u r t h e r  
te n d e n c y  to  in c re a s e , a n d  a l th o u g h  th e  c u r r e n t  v o lu m e  
is  m o d e ra te ly  ab o v e  th e  low  p o in t  o f  1933 i t  r e m a in s  
so m e w h a t lo w e r  th a n  a t  th e  e n d  o f  1931. I n  E n g la n d ,  
th e  low  p o in t  o f  th e  sev en  y e a r  p e r io d  w a s  r e a c h e d  a t  th e  
e n d  o f  1931 a n d  s in ce  t h a t  t im e  b u i ld in g  a c t iv i ty  h a s  
in c re a s e d  g r e a t ly ,  d u e  la r g e ly  to  e x p e n d i tu re s  f o r  r e s i 
d e n t ia l  w o rk  in c lu d in g  s lu m  re m o v a l. T h e  r e c e n t  v o lu m e  
is  m o re  th a n  tw ic e  t h a t  p r e v a i l in g  a t  th e  e n d  o f 1931 
a n d  is c o n s id e ra b ly  ab o v e  t h a t  o f  1928, w h ich , h o w ev e r, 
w a s  n o t  a  y e a r  o f  a s  g r e a t  b u i ld in g  a c t iv i ty  in  E n g la n d  
a s  in  th e  U n i te d  S ta te s .  T h e  d a ta  f o r  b o th  c o u n tr ie s  
sh o w n  in  th e  d ia g ra m  a re  o n  a  1924  b ase , a n d  in  t h a t  
y e a r  th e  g r e a t  p o s t-w a r  p e r io d  o f  c o n s tru c t io n  a c t iv i ty  
in  th is  c o u n t r y  w a s  w e ll u n d e r  w a y . N e v e r th e le ss , th e  
r e c e n t  v o lu m e  in  th e  U n i te d  S ta te s  is  f a r  be lo w  th e  
t r e n d  o f b u i ld in g  o v e r  a  lo n g  p e r io d  o f y e a rs .

Foreign Trade
T h e  to ta l  fo r e ig n  m e rc h a n d is e  t r a d e  o f  th e  U n i te d  

S ta te s  d u r in g  S e p te m b e r  sh o w e d  a  s u b s ta n t ia l  in c re a s e  
o v e r  th e  p re c e d in g  m o n th .  E x p o r t s  a m o u n t in g  to  
$ 1 9 2 ,0 00 ,00 0  w e re  20 p e r  c e n t  ab o v e  a  y e a r  ag o  a n d  
c o n t in u e d  to  be l a r g e r  t h a n  in  th e  c o r r e s p o n d in g  m o n th  
o f  a n y  y e a r  s in ce  1930. G e n e ra l  im p o r ts  v a lu e d  a t  
$ 13 2 ,0 0 0 ,000 , h o w e v e r, w e re  10 p e r  c e n t  b e low  th e  v a lu e  
o f  a  y e a r  ago .

A  n u m b e r  o f th e  m a jo r  e x p o r t  c o m m o d itie s  c o n tin u e d  
d u r in g  S e p te m b e r  to  be  s h ip p e d  a b ro a d  in  c o n s id e ra b ly  
l a r g e r  v o lu m e  th a n  in  1933, a n d  th e  v a lu e  o f th e se  s h ip 
m e n ts  a lso  w a s  h ig h e r .  E x p o r t s  o f  w h e a t  w e re  m o re  
t h a n  d o u b le  th e  s m a ll  q u a n t i t y  o f a  y e a r  ag o , a n d  c o p p e r  
e x p o r ts  a g a in  w e re  a b o u t  tw ic e  as  la r g e  as  a  y e a r  ago  
in  q u a n t i t y  a n d  v a lu e . A  g a in  o f  60 p e r  c e n t  o v e r  a  y e a r  
ag o  o c c u r re d  in  th e  n u m b e r  o f  p a s s e n g e r  c a r s  a n d  t r u c k s  
s h ip p e d  a b ro a d , a n d  th e r e  w a s  a  s im i la r  in c re a s e  in  
v a lu e . E x p o r t s  o f u n m a n u f a c tu r e d  to b a cco  a n d  o f c ru d e  
a n d  re f in e d  p e tro le u m  a lso  w e re  s u b s ta n t i a l ly  h ig h e r  
t h a n  in  1933. R a w  c o tto n  e x p o r ts ,  h o w ev e r, a l th o u g h  
sh o w in g  a  s e a so n a l in c re a s e  o v e r  th e  p r e c e d in g  m o n th , 
w e re  s t i l l  o n ly  a b o u t  o n e -h a lf  o f th e  v o lu m e  a n d  70 p e r  
c e n t  o f  th e  v a lu e  o f  a  y e a r  ago .

R e p o r te d  im p o r ts  o f s u g a r  f o r  d o m e s tic  c o n su m p tio n  
in c re a s e d  d u r in g  S e p te m b e r  f ro m  th e  s m a ll  a m o u n ts  in  
r e c e n t  m o n th s  to  n e a r ly  f o u r  t im e s  th e  a m o u n t  o f  a  y e a r  
ago . T h is  u n u s u a l  in c re a s e  r e s u l te d  f ro m  th e  re le a se  o f 
l a r g e  q u a n t i t i e s  o f s u g a r ,  p r e v io u s ly  im p o r te d  b u t  h e ld  
in  b o n d e d  w a re h o u s e s , a f t e r  th e  r e d u c t io n  in  th is  c o u n 
t r y ’s t a r i f f  r a te  on  s u g a r  im p o r ts  f ro m  C u b a  becam e  
effec tiv e  e a r ly  in  S e p te m b e r .  R e c e ip ts  o f  coffee sh o w ed  
a n  in c re a s e  o v e r a  y e a r  ag o  o f  10 p e r  c e n t  in  q u a n t i t y  
a n d  a b o u t 30 p e r  c e n t  in  v a lu e . R a w  s ilk  im p o r ts  w e re  
a b o u t  th e  sam e  in  v o lu m e  as  in  S e p te m b e r  1933, b u t  
r e m a in e d  c o n s id e ra b ly  s m a l le r  in  v a lu e , d u e  to  lo w e r  
p r ic e s . O n  th e  o th e r  h a n d ,  im p o r ts  o f c ru d e  r u b b e r  
w e re  s u b s ta n t ia l ly  b e lo w  th e  r e la t iv e ly  la rg e  q u a n t i ty  o f 
a  y e a r  ago , b u t  w e re  35 p e r  c e n t  l a r g e r  in  v a lu e , o w in g  
to  h ig h e r  p r ic e s . B o th  th e  q u a n t i t y  a n d  th e  v a lu e  o f 
im p o r ts  o f  r a w  w ool, t in ,  c o p p e r , a n d  n ic k e l sh o w e d  c o n 
s id e ra b le  d e c re a se s  f ro m  l a s t  y e a r .
Employment

F a c to r y  e m p lo y m e n t in  th e  U n i te d  S ta te s  sh o w e d  a 
s h a r p  d e c lin e  f ro m  th e  m id d le  o f  A u g u s t  to  th e  m id d le  
o f  S e p te m b e r  c o n t r a r y  to  th e  u s u a l  s e a so n a l te n d e n c y , 
o w in g  ch ie f ly  to  th e  te x t i le  s t r ik e .  W o rk in g  fo rc e s  in  a ll 
m a n u f a c tu r in g  in d u s t r i e s  w e re  re d u c e d  b y  a b o u t  300 ,00 0  
p e rs o n s  a n d  th e  d e c lin e  in  e m p lo y m e n t in  th e  te x t i le  i n 
d u s t r y  a lo n e  w a s  e s t im a te d  a t  246 ,00 0  b y  th e  S e c re ta r y  
o f  L a b o r .  E m p lo y m e n t  a lso  d e c re a s e d  in  th e  i r o n  a n d  
s tee l, a u to m o b ile , a n d  sho e in d u s t r ie s .  T h e  s e a s o n a lly  
a d ju s te d  in d e x  o f  f a c to r y  e m p lo y m e n t c o m p u te d  b y  th e  
F e d e r a l  R e s e rv e  B o a r d  d e c l in e d  n e a r ly  7 p e r  c e n t  in  
S e p te m b e r  a n d  w a s  5 p e r  c e n t  lo w e r  t h a n  a  y e a r  ago. 
A m o n g  th e  n o n - m a n u f a c tu r in g  in d u s t r ie s ,  s e a so n a l i n 
c re a se s  in  e m p lo y m e n t w e re  re c o rd e d  in  r e t a i l  t r a d e  a n d  
coal m in in g , a n d  s m a ll  g a in s  o c c u r re d  a lso  in  p r iv a te  
b u i ld in g  c o n s tr u c t io n  a n d  p u b l ic  u t i l i t ie s .  T h e  n e t  d e 
c re a se  in  w o rk in g  fo rc e s  o f  b o th  m a n u f a c tu r in g  a n d  
n o n - m a n u f a c tu r in g  in d u s t r i e s  r e p o r t in g  to  th e  B u r e a u  
o f  L a b o r  S ta t i s t ic s  w a s  e s t im a te d  a t  a b o u t  130 ,00 0 .
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I n c r e a s e d  e m p lo y m e n t on  p r o je c ts  f in a n c e d  b y  F e d e r a l  
e m e rg e n c y  o u t la y s  o ffse t in  p a r t  th e  losses r e p o r te d  in  
p r iv a t e  in d u s t r y .  I n  S e p te m b e r  th e re  w e re  16 0 ,00 0  m o re  
p e rs o n s  t h a n  in  A u g u s t  on  w o rk  r e l ie f  jo b s  p r o v id e d  b y  
th e  F e d e r a l  E m e rg e n c y  R e l ie f  A d m in is t r a t io n .  O n  th e  
o th e r  h a n d ,  th e  e n ro l lm e n t  a t  C iv il ia n  C o n s e rv a tio n  
C a m p s  w a s  r e d u c e d  b y  a b o u t  50 ,000 , a n d  th e r e  w e re  
a b o u t  3 5 ,00 0  fe w e r  w o rk e rs  on  th e  p a y ro l l s  o f  th e  P u b l ic  
W o rk s  A d m in is t r a t io n .  T h e  n e t  in c re a s e  in  e m p lo y m e n t 
o n  th e se  e m e rg e n c y  p r o je c ts  o f  th e  F e d e r a l  G o v e rn m e n t, 
th e re fo re ,  a m o u n te d  to  a b o u t  75 ,000 .

Wholesale Trade
S e p te m b e r  sa le s  o f  th e  r e p o r t in g  w h o le sa le  f irm s  in  

th is  d i s t r i c t  a v e ra g e d  5 p e r  c e n t  h ig h e r  th a n  a  y e a r  ago, 
a  s l ig h t ly  s m a l le r  in c re a s e  t h a n  in  th e  p re v io u s  m o n th . 
In c re a s e s  in  sa le s  o v e r  l a s t  y e a r  w e re  r e p o r te d  b y  th e  
g ro c e ry , m e n ’s c lo th in g , d r u g ,  a n d  h a r d w a r e  f irm s. I n  
th e  case  o f  th e  g ro c e ry  co n c e rn s , h o w ev e r, s a le s  o f g oo ds 
o th e r  t h a n  l iq u o r  w h ic h  d id  n o t  e n te r  in to  la s t  y e a r ’s 
b u s in e s s  w e re  3 p e r  c e n t  s m a lle r  t h a n  a  y e a r  ago . D e 
c lin e s  in  sa le s  w e re  re c o rd e d  b y  th e  s ta t io n e r y  a n d  je w 
e lry  f irm s, b u t  th e y  w e re  n o t  as  la rg e  as  th o se  sh o w n  in  
A u g u s t .  S a le s  o f  c o t to n  go o d s a n d  s ilk  go o d s w e re  
m o d e ra te ly  s m a l le r  t h a n  la s t  y e a r ,  fo llo w in g  in c re a s e s  
in  th e  p re v io u s  m o n th , a n d  sa le s  o f p a p e r  a n d  d ia m o n d  
c o n c e rn s  sh o w e d  th e  l a r g e s t  r e d u c t io n s  s in c e  th e  s p r in g  
o f 1933.

S to c k s  o f  m e rc h a n d is e  on  h a n d  w e re  w e ll ab o v e  a  
y e a r  ag o  in  d o l la r  v a lu e  f o r  a ll  r e p o r t in g  l in e s  e x c e p t 
je w e lry .  C o lle c tio n s  c o n t in u e d  h ig h e r  th is  y e a r  t h a n  la s t  
in  m o s t o f  th e  r e p o r t in g  lin e s .

Commodity

Percentage 
change 

September 1934 
compared with 

September 1933

Per cent of 
accounts 

outstanding 
August 31 

collected in 
September

Net
sales

Stock 
end of 
month 1933 1934

Groceries.................................................................... +  12 9 
+  15.4  
—  8 .5

+  6 .6 8 8 .4 9 3 .7
Men’s clothing........................................................ 4 0 .3 39 .6
Cotton goods............................................. ............. 3 1 .4 38 .1
Silk goods................................................................. —  9 .4 * + 1 2 .7 * 4 8 .0 57 .9
Shoes ........................................................................ — 16.0
Drugs.......................................................................... +  10.0  

+  4 .9  
—  4 .6

+ i 6 .3 23 .7 37 .3
Hardware.................................................................. +  5 .4 4 1 .3 4 4 .3
Stationery ............................................................... 44 1 40 6
Paper ............................................................... —  8 0 4 0 .2  

j 25 .3
4 6 .4  

} 2 1 .8Diamonds.................................................................. — 28 .8 + 1 0 .4  
—  2.1Jewelry....................................................................... —  6 .6

Weighted average........................................ +  5 .0 53 .4 57 .5

* Quantity figures reported by the National Federation of Textiles, Incorporated, 
not included in weighted average for total wholesale trade.

Department Store Trade
D u r in g  th e  f i r s t  h a l f  o f O c to b e r , sa le s  o f  th e  r e p o r t in g  

d e p a r tm e n t  s to re s  in  th e  M e tr o p o l i ta n  a r e a  o f  N ew  Y o rk  
w e re  a p p ro x im a te ly  5^2  p e r  c e n t  a h e a d  o f  th e  c o r r e 
s p o n d in g  p e r io d  a  y e a r  ag o , a n d  i t  a p p e a r s  t h a t  s l ig h t ly  
m o re  th a n  th e  u s u a l  s e a s o n a l e x p a n s io n  o c c u r re d  in  
c o m p a r is o n  w ith  S e p te m b e r  sa le s . E x c lu d in g  th e  sa le s  
o f  w in e s  a n d  l iq u o rs  f ro m  th is  y e a r ’s f ig u re s , th e  y e a r  
to  y e a r  in c re a s e  a m o u n te d  to  a  l i t t l e  o v e r  3 p e r  c e n t.

F o r  th e  m o n th  o f  S e p te m b e r ,  sa le s  o f  th e  r e p o r t in g  
d e p a r tm e n t  s to re s  in  th is  d i s t r i c t  d e c l in e d  2 p e r  c e n t

f ro m  la s t  y e a r ,  b u t  a f t e r  m a k in g  a llo w a n c e  f o r  o n e  le ss  
s h o p p in g  d a y  th i s  y e a r  th e r e  w a s  a  s m a ll  in c re a s e  in  
th e  a v e ra g e  d a i ly  v o lu m e  o f  sa le s . A  s u b s ta n t i a l  i n 
c re a se  in  th e  f i r s t  h a l f  o f  th e  m o n th  w a s  fo llo w e d  b y  
r a t h e r  p o o r  b u s in e ss  in  th e  l a t t e r  h a l f ,  a p p a r e n t ly  d u e  
la r g e ly  to  b a d  w e a th e r .  F o r  th e  m o n th  a s  a  w h o le  th e  
in c re a s e  o v e r  A u g u s t  w a s  s o m e w h a t le ss  t h a n  u s u a l .  
W i th  th e  e x c lu s io n  o f  l iq u o r ,  th is  y e a r ’s s a le s  w e re  
4  p e r  c e n t  b e lo w  S e p te m b e r  1933.

O n  a n  a v e ra g e  d a i ly  b a s is , s a le s  o f  th e  N e w  Y o rk , 
B u ffa lo , N o r th e r n  N e w  J e r s e y ,  S o u th e r n  N e w  Y o rk  
S ta te ,  H u d s o n  R iv e r  V a lle y , a n d  C a p i ta l  D i s t r i c t  d e 
p a r tm e n t  s to re s  c o m p a re d  m o re  f a v o r a b ly  w ith  la s t  y e a r  
t h a n  in  A u g u s t ,  w h ile  th e  s a le s  o f  r e p o r t in g  s to re s  in  
o th e r  lo c a l i t ie s  c o m p a re d  less  f a v o r a b ly  in  S e p te m b e r  
th a n  in  th e  p re v io u s  m o n th . S a le s  o f th e  le a d in g  a p p a r e l  
s to re s  in  th i s  d i s t r i c t  o n  a  d a i ly  b a s is  w e re  n e a r ly  8 p e r  
c e n t  l a r g e r  t h a n  a  y e a r  ag o , a  l a r g e r  in c re a s e  t h a n  in  
A u g u s t .

S to c k s  o f  m e rc h a n d is e  on  h a n d ,  a t  r e t a i l  v a lu a t io n ,  
w e re  g e n e ra l ly  s m a lle r  th a n  a  y e a r  ag o , b u t  i t  s h o u ld  
be n o te d  t h a t  in  S e p te m b e r  o f  la s t  y e a r  r e t a i l  s to ck s  
re f le c te d  th e  effec ts  o f h e a v y  b u y in g  o f  m e rc h a n d is e  in  
th e  im m e d ia te ly  p r e c e d in g  m o n th s  in  a n t ic ip a t io n  o f 
p r ic e  a d v a n c e s . C o lle c tio n s  in  S e p te m b e r  c o n t in u e d  
h ig h e r  th a n  a  y e a r  ag o  in  d e p a r tm e n t  s to re s , b u t  w e re  
u n c h a n g e d  in  a p p a r e l  s to re s .

Locality

Percentage 
change 

September 1934 
compared with 

September 1933

Per cent of 
accounts 

outstanding 
August 31 
collected in 
September

Net
sales

Stock 
on hand 
end of 
month 1933 1934

New York................................................................. —  1 .4  
+  2 .1
—  4 .7  
— 13.5
—  4 .2
—  3 .3
—  2 .6  
— 10.3  
+  1-2
—  2 .5
—  3 .2
—  8 .4

—  9 .7  
— 10.8
—  9 .4  
— 10.0  
— 10.5  
— 20.2
—  9 .6

42.1
3 9 .6
38 .6
26 .6
3 4 .0
3 2 .0  
2 6 .5

43 .4
42 .0
40 .3
31 .4
36 .4
34.1  
25 .6

Buffalo........................................................................
Rochester..................................................................
Syracuse....................................................................
Northern New Jersey..........................................
Bridgeport................................................................
Elsewhere..................................................................

Northern New York State............................
Southern New York State............................
Hudson River Valley District.....................
Capital District.................................................
Westchester and Stamford............................

All department stores....................... —  2 .1 — 10.0 3 7 .8 3 9 .6

Apparel stores...................................... +  3 .8 + 1 6 .9 37 .7 37 .7

Net sales 
percentage change 

September 1934 
compared with 

September 1933

Stock on hand 
percentage change 

September 29, 1934 
compared with 

September 30, 1933

Musical instruments and radio................. + 1 4 .6  
+  4 .6  
+  0 1

—  7 9
+  4 .7  
— 12.4Men’s furnishings............................................

Women’s and Misses’ ready-to-wear... .  
Luggage and other leather goods.............

—  1 .3
—  1 3

— 14.6  
— 13.1

Women’s ready-to-wear accessories.........
Woolen goods...................................................

—  1 .8  
—  3 .6

— 15.6  
—  0 .3

Men’s and Boys’ wear.................................. —  5 0 —  3 .4
Linens and handkerchiefs............................ —  6 6 — 12.5
Books and stationery.................................... —  6 .7 —  2 .6
Silks and velvets............................................. —  8 .2 — 11.3
Hosiery............................................................... —  9 .3 — 27.6
Toilet articles and drugs.............................. — 10.3 +  1 .1  

— 14.0Toys and sporting goods.............................. — 11.0
Silverware and jewelry................................. — 12.3 — 11.3
Cotton goods.................................................... — 12.8 — 16.2
Home furnishings............................................ — 13.1 —  6 .8
Furniture............................................................ — 14.5 —  3 .7
Miscellaneous.................................................... + 1 3 .4 —  5 .6
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Index Number of Production of Manufactures 
and Minerals Combined, Adjusted for Sea

sonal Variation (1923-25 average =r.
100 per cent)

Index Numbers of Factory Employment and 
Payrolls, Without Adjustment for Seasonal 

Variation (1923-25 average= 100  
per cent)

Group Price Indexes of the Bureau of Labor 
Statistics (1926 averages 100 per cent)

^ALL OTHER LOANS
U. S. SECURITIE

w . .  J S N r f r "

kNS ON SECURITIE
V s ^

SECURITIES 
1 . . , ----1----1____ L—..,

.1932 1933
Wednesday Figures for Reporting MemberBanks (Latest figures are for October 17)

B u s in e s s  C o n d i t io n s  in  t h e  U n i t e d  S ta te s
(Summarized by the Federal Reserve Board)

V OLUME of industrial production remained unchanged in September when 
there is usually a seasonal increase and factory employment and payrolls 

declined. An important factor in the decrease was the strike in the textile 
industry. Retail trade in rural districts showed a large increase, and sales at 
department stores in cities also increased, though somewhat less than season
ally. Deposits at banks and commercial loans continued to increase.

P roduction  a n d  E m p l o y m e n t

Volume of industrial production, as measured by the Board ’s seasonally 
adjusted index, declined from 73 per cent of the 1923-1925 average in August 
to 71 per cent in September. There were substantial declines in activity at 
cotton and woolen mills, reflecting the influence of the textile strike, and in 
the output of shoes, automobiles, and lumber. After the termination of the 
strike textile production increased. Steel mill operations, which had declined 
sharply during the summer, have been at a higher level in recent weeks than 
in the early part of September. Production of beef and lamb increased 
further in September, reflecting in part the disposal of animals bought in 
the drought areas by the Federal Government. Wheat flour production and 
sugar meltings also were larger in September. Output of anthracite and 
bituminous coal showed a larger than seasonal increase.

Factory employment and payrolls declined considerably in September, 
largely as a result of the textile strike. The number of workers employed was 
substantially reduced in the automobile, iron and steel, and shoe industries, as 
well as in the basic textile industries. There was a larger than seasonal 
increase in employment in clothing industries, while in the nonferrous metals, 
building materials, food products, and paper and printing industries employ
ment was sustained. Among non-manufacturing lines, employment increased 
seasonally from August to September at coal mines and in retail trade. There 
was also a substantial increase in number of persons provided with work by the 
Emergency Work Program of the Federal Relief Administration, while employ
ment on public works decreased somewhat.

The value of construction contracts awarded, as reported by the F. W. 
Dodge Corporation, continued in about the same volume during September as 
in other recent months.

Department of Agriculture crop reports for October 1 indicated a cotton 
crop of 9,443,000 bales as compared with a yield of 13,047,000 bales last year. 
The corn crop, which averaged 2,510,000,000 bushels from 1927 to 1931, is 
estimated at 1,417,000,000 bushels this year. Hay and pasture conditions im
proved in September and weather in the first half of October was generally 
favorable for forage crops. The yield of white potatoes is estimated at 362,- 
000,000 bushels, about equal to the average for 1927-1931.

D istribution
Daily average railroad freight car loadings increased from August to 

September by about the usual seasonal amount, but declined slightly in the 
first half of October. Sales at department stores increased from August to 
September by somewhat less than the estimated seasonal amount, while retail 
sales of general merchandise in rural districts, as shown by reports of mail 
order houses and chain stores to the Department of Commerce, increased 
considerably.

Co m m o d it y  P rices

Wholesale prices of farm products and foods, which had advanced sharply 
in August and the first week of September, subsequently declined somewhat. 
The weekly index of wholesale prices of the Bureau of Labor Statistics, which 
had advanced from 74 per cent of the 1926 average at the beginning of Juno 
to 78 per cent early in September, stood at 70 per cent in the second week 
of October. Recent declines occurred principally in those products which had 
increased most rapidly in preceding weeks, such as wheat, cotton, livestock, 
and meats. Prices of commodities other than farm products and foods have in 
general shown little change since last January, but within recent weeks prices 
of textile products and scrap steel declined slightly and gasoline prices showed 
a considerable decrease. The open market price of silver advanced sharply in 
the lirst lialf of October.

B a n k  Credit

Excess reserves of member banks have shown no material change during 
the past month and on October 17 amounted to about $1,750,000,000. A reduc
tion in Treasury cash and deposits with the Federal Reserve Banks somewhat 
more than offset a seasonal growth of $57,000,000 in the volume of money in 
circulation and a continued growth in required reserves arising from a growth 
in deposits. Volume of Reserve Bank credit outstanding showed little change.

At reporting member banks in leading cities there was a further growth 
in deposits and in loans and investments. Between September 19 and October 
17 total deposits of the banks increased by about $500,000,000. Commercial 
loans to customers and member banks’ holdings of United States Government 
securities increased further, while security loans declined.

Short term money rates continued at low levels during September and 
the first three weeks of October. Yields on Government securities declined in 
October, following an increase in August and September.
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Money Market in November

F o llo w in g  th e  s t r e n g th e n in g  o f  th e  d o l la r  a g a in s t  th e  
E u r o p e a n  g o ld  e x c h a n g e s  d u r in g  th e  l a t t e r  p a r t  o f  
O c to b e r , a  r e n e w e d  in flo w  o f  g o ld  to  th e  U n i te d  S ta te s  
h a s  o c c u r re d  d u r in g  N o v e m b e r , a n d  f u r t h e r  s h ip m e n ts  
a r e  n o w  s c h e d u le d  w h ic h  w il l  a r r iv e  in  th i s  c o u n t r y  
d u r in g  D e cem b er. F o r  N o v e m b e r  th e  r e c e ip ts  o f  g o ld  
a m o u n te d  to  a p p ro x im a te ly  $ 1 1 2 ,0 0 0 ,0 00 , th e  l a r g e s t  
in flo w  f o r  a n y  m o n th  s in ce  M a rc h . T h is  n e w  g o ld  m o v e 
m e n t  re f le c ts  th e  f a c t  t h a t  c u r r e n t  p a y m e n ts  b y  th is  
c o u n t r y  on  in t e r n a t io n a l  a c c o u n t  a r e  s m a lle r  t h a n  p a y 
m e n ts  d u e  th is  c o u n t r y  a n d  t h a t  th i s  b a la n c e  te n d s  to  
r e s u l t  in  g o ld  s h ip m e n ts  to  th e  U n i te d  S ta te s .

E x c lu d in g  th e  in c re a s e  in  th e  m o n e ta r y  g o ld  s to c k  o f  
t h is  c o u n t r y  d u e  to  th e  r e v a lu a t io n  o f  th e  d o l la r ,  th e  
in c re a s e  s in c e  th e  b e g in n in g  o f  t h i s  y e a r  h a s  a m o u n te d  
to  m o re  th a n  $ 1 ,2 5 0 ,0 0 0 ,00 0 . E v e n  a l lo w in g  f o r  th e  
in c re a s e d  p r ic e  o f  g o ld , th i s  r e p r e s e n ts  a  l a r g e r  in c re a s e  
in  th e  m o n e ta r y  g o ld  s to c k  o f  th e  U n i te d  S ta te s  th a n  in  
a n y  p re v io u s  y e a r .  W h ile  th e  a m o u n t  o f  g o ld  a d d e d  to  
th e  m o n e ta r y  s to c k  f ro m  d o m e s tic  s o u rc e s  h a s  b e e n  u n 
u s u a l ly  la r g e  th i s  y e a r ,  a m o u n t in g  in  th e  ca se  o f  n e w ly  
m in e d  g o ld  to  m o re  th a n  $7 5 ,0 0 0 ,0 0 0  s in c e  th e  e a r ly  p a r t  
o f  M a rc h , a n d  in  th e  ca se  o f  r e c o v e r ie s  o f  s c r a p  g o ld  to  
m o re  t h a n  $ 9 0 ,00 0 ,0 00  s in c e  th e  b e g in n in g  o f  th e  y e a r ,  
b y  f a r  th e  l a r g e s t  p a r t  o f  th e  in c re a s e  i n  th e  g o ld  s to c k  
— n e a r ly  $ 1 ,1 0 0 ,0 0 0 ,0 0 0 — h a s  r e p r e s e n te d  g o ld  re c e iv e d  
f ro m  a b ro a d  o r  r e le a s e d  f ro m  e a r m a r k  f o r  f o r e ig n  
a c c o u n t  h e re .

W i th  th e  e x c e p tio n  o f  E n g la n d ,  f ro m  w h ic h  c o u n t r y  
l a r g e  g o ld  s h ip m e n ts  h a v e  b e e n  re c e iv e d , p r e s u m a b ly  
r e p r e s e n t in g  la r g e ly  n e w  g o ld  s o ld  i n  th e  L o n d o n  m a rk e t ,  
th e  c o u n t r y  f ro m  w h ic h  th e  m o s t  g o ld  h a s  b e e n  re c e iv e d  
d u r in g  th e  c u r r e n t  y e a r  is  F r a n c e ,  w h ic h  r a n k s  se c o n d  
o n ly  to  th e  U n i te d  S ta te s  in  th e  s ize  o f  i t s  m o n e ta r y  g o ld  
s to ck . C o n s id e ra b le  a m o u n ts  h a v e  b e e n  re c e iv e d  a lso  
f ro m  B e lg iu m  a n d  H o l la n d  w h o se  s to ck s , w h ile  s u b 
s ta n t ia l ,  a r e  s m a ll  c o m p a re d  w i th  th o s e  o f  th e  U n i te d  
S ta te s  a n d  F r a n c e .  S iz a b le  a m o u n ts  a lso  h a v e  b e e n  
r e c e iv e d  f ro m  I n d ia ,  p r e s u m a b ly  f ro m  p r iv a t e  h o a rd s ,  
so t h a t  t h e i r  r e c e ip t  r e p r e s e n t s  a n  a d d i t io n  to  t h e  to ta l  
s to c k  o f  g o ld  a v a ila b le  f o r  m o n e ta r y  p u rp o s e s .  A t  th e  
e n d  o f  N o v e m b e r  th e  m o n e ta r y  g o ld  s to c k  o f  th e  U n i te d  
S ta te s  w as  in  ex cess o f  $ 8 ,10 0 ,0 0 0 ,00 0 , w h ic h  r e p r e s e n ts  
a b o u t  3 7 %  p e r  c e n t  o f  th e  to t a l  g o ld  h o ld in g s  o f th e  
c e n t r a l  b a n k s  a n d  g o v e rn m e n ts  o f  th e  p r in c ip a l  c o u n 
t r i e s  o f th e  w o rld .

A  c o n s id e ra b le  p a r t  o f  th e  g o ld  in flo w  to  th e  U n i te d  
S ta te s  f ro m  o th e r  c o u n t r ie s  th i s  y e a r ,  e s p e c ia l ly  th e  
h e a v y  m o v e m e n t t h a t  fo llo w e d  im m e d ia te ly  a f t e r  th e  
r e v a lu a t io n  o f  th e  d o l la r ,  n o  d o u b t  h a s  re f le c te d  c a p i ta l  
m o v e m e n ts , in  p a r t  a  r e t u r n  to  th e  U n i te d  S ta te s  o f  
d o m e s tic  c a p i ta l  p r e v io u s ly  h e ld  a b ro a d , a n d  in  p a r t  a n  
in flo w  o f  f o r e ig n  c a p i ta l  f o r  th e  p u r p o s e  o f  r e p u r c h a s in g  
fo r e ig n  s e c u r i t ie s  o r  b u y in g  d o m e s tic  s e c u r i t ie s  in  th is  
c o u n tr y .  S e v e ra l  o th e r  i te m s  t h a t  f ig u re  p r o m in e n t ly  in  
th is  c o u n t r y  ?s in t e r n a t io n a l  b a la n c e  o f p a y m e n ts ,  h o w ev e r, 
h a v e  a lso  t e n d e d  to  in c re a s e  th e  m o v e m e n t o f  g o ld  to  th is  
c o u n tr y .  I n  th e  f i r s t  t e n  m o n th s  o f  1 93 4  m e rc h a n d is e  
e x p o r ts  f ro m  th e  U n i te d  S ta te s  w e re  n e a r ly  $ 5 0 0 ,0 0 0 ,0 00  
l a r g e r  t h a n  in  th e  c o r r e s p o n d in g  p e r io d  o f  193 3 , w h ile  in  
th e  sam e  p e r io d  th e  in c re a s e  i n  m e rc h a n d is e  im p o r ts  w a s  
le ss  t h a n  $ 2 0 0 ,0 0 0 ,0 0 0 ; c o n se q u e n tly , th e  b a la n c e  p a y 
a b le  to  th e  U n i te d  S ta te s  o n  m e rc h a n d is e  t r a n s a c t io n s  i n 
c re a se d  f ro m  a b o u t  $ 1 1 0 ,0 0 0 ,0 0 0  in  th e  f i r s t  t e n  m o n th s  
o f  1933 to  $ 3 9 5 ,0 0 0 ,0 0 0  in  th e  c o r r e s p o n d in g  p e r io d  o f
1934. F u r th e r m o r e ,  e x p e n d i tu re s  a b ro a d  b y  to u r i s t s  
f ro m  th e  U n i te d  S ta te s ,  w h ic h  o r d in a r i ly  go  f a r  to  o ffse t 
p a y m e n ts  d u e  th i s  c o u n t r y  o n  m e rc h a n d is e  t r a n s a c t io n s  
a n d  in  som e r e c e n t  y e a r s  h a v e  ex c e e d e d  th e  f a v o ra b le  
b a la n c e  o f  t r a d e  o f th e  U n i te d  S ta te s ,  th i s  y e a r  a r e  
r e p o r te d  to  h a v e  d im in is h e d  c o n s id e ra b ly ,  d u e  in  p a r t  to  
th e  re d u c e d  p u r c h a s in g  p o w e r  o f  th e  d o l la r  a b ro a d . P a y 
m e n ts  f o r  s i lv e r  im p o r ts  a n d  a  c o n s id e ra b le  d e c re a s e  in  
in c o m e  re c e iv e d  f ro m  th e  fo r e ig n  in v e s tm e n ts  o f  th is  
c o u n t r y  a p p a r e n t ly  h a v e  o n ly  p a r t l y  o ffse t th e se  ite m s . 
C o n s e q u e n tly , th e  e ffec t o f  th e  y e a r ’s d e v e lo p m e n ts  on  
th e  w h o le  h a s  b e e n  to  in c re a s e  th e  b a la n c e  o f p a y m e n ts  
d u e  th e  U n i te d  S ta te s ,  w h ic h  is  s e t t le d  b y  g o ld  s h ip m e n ts .

E x c e s s  R e s e r v e s  a n d  M o n e y  R a t e s

L a r g e ly  a s  a  r e s u l t  o f  th e  r e n e w e d  g o ld  in flo w , excess 
r e s e rv e s  o f a l l  m e m b e r  b a n k s  in c re a s e d  d u r in g  N o v e m b e r  
to  a r o u n d  $ 1 ,9 0 0 ,0 00 ,0 00 , a  v o lu m e  p re v io u s ly  a t t a in e d  
o n ly  in  A u g u s t .  I n  N ew  Y o rk  C ity , w h e re  m o s t o f  th e  
in c o m in g  g o ld  w as  re c e iv e d , th e  ex cess re s e rv e s  o f th e  
p r in c ip a l  m e m b e r  b a n k s  r e a c h e d  a  n e w  h ig h  le v e l a t  
a b o u t  $70 0 ,0 0 0 ,0 00 . N e a r  th e  e n d  o f th e  m o n th , h o w ev e r, 
s e a so n a l c u r r e n c y  d e m a n d s  a n d  T r e a s u r y  t r a n s a c t io n s  
r e s u l te d  in  a  f a i r l y  s u b s ta n t ia l  r e d u c t io n  in  excess r e 
se rv es , b o th  in  N ew  Y o rk  C i ty  a n d  in  th e  c o u n t r y  as a  
w h o le .

M o n e y  r a te s  r e m a in e d  v i r tu a l l y  u n c h a n g e d  th r o u g h o u t  
N o v e m b e r  a t  th e  lo w  lev e ls  r e a c h e d  n e a r  th e  e n d  o f  
O c to b e r .

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

December 1, 1934



90 MONTHLY REVIEW, DECEMBER 1, 1934

Money Rates at New York

Nov. 29, 1933 Oct. 31, 1934 Nov. 30, 1934

H 1 1
Stock Exchange 90 day loans................... ZA * H - l * % - l
Prime commercial paper— 4 to 6 months
Bills— 90 day unindorsed...........................
Customers’ rates on commercial loans.. 
Treasury securities

Maturing March (yield)........................

1 M -1 M 
X  

+2.58

0 .2 0

M -l
X

+2.13

No yield

M -l
x

+2.04

No yield
Maturing June (yield)............................ 0 .2 5 No yield No yield
Maturing December 1935 (yield). . . .  

Average rate on latest Treasury bill sales 
91 day issue............................ .................. 0 .43

0 .39 0 .23

182 day issue............................................... o ‘.i9 0 .23
Federal Reserve Bank of New York re

discount rate............................................... 2 I X I X
Federal Reserve Bank of New York 

buying rate for 90 day indorsed bills. . X X
1

X

* Nominal + Average rate of leading banks at middle of month

Member B ank  Credit

W e e k ly  r e p o r t s  f ro m  m e m b e r  b a n k s  in  91 p r in c ip a l  
c it ie s  t h r o u g h o u t  th e  c o u n t r y  sh o w e d  a f u r t h e r  in c re a s e  
o f  $ 1 6 1 ,0 00 ,0 00  in  n e t  d e m a n d  d e p o s its  d u r in g  th e  f o u r  
w eek s  e n d e d  N o v e m b e r  21, w h ic h  c a r r ie d  th e  to ta l  a m o u n t  
o f  su c h  d e p o s i ts  ab o v e  $ 13 ,5 0 0 ,0 00 ,0 00 . T h is  f ig u re  
c o m p a re s  w i th  less  t h a n  $ 1 0 ,0 0 0 ,0 00 ,0 00  j u s t  a f t e r  th e  
b a n k  h o lid a y , a n d  r e p r e s e n ts  a  n e w  h ig h  le v e l f o r  s e v e ra l  
y e a rs . T h e  to t a l  lo a n s  a n d  in v e s tm e n ts  o f  r e p o r t in g  
b a n k s , h o w e v e r, sh o w e d  a  r e d u c t io n  o f a p p ro x im a te ly  
$ 1 6 2 ,0 00 ,0 00  d u r in g  th e  f o u r  w eek  p e r io d ,  d u e  p a r t l y  to  
a  re n e w e d  r e d u c t io n  in  lo a n s  o n  s e c u r i t ie s  a m o u n t in g  to  
$7 6 ,00 0 ,000 , a n d  p a r t l y  to  s e a so n a l r e p a y m e n ts  o f o th e r  
fo rm s  o f  b a n k  c re d i t .  T h e  s e a s o n a l r is e  in  c o m m e rc ia l 
lo a n s  a p p e a r s  to  h a v e  re a c h e d  i t s  c r e s t  i n  O c to b e r , a n d  
s u b s e q u e n t ly  r e p a y m e n ts  h a v e  e x ceed ed  n e w  lo a n s . H o ld 
in g s  o f s e c u r i t ie s  o th e r  t h a n  G o v e rn m e n t is su e s  sh o w e d  
a  r e d u c t io n  o f  $39 ,00 0 ,00 0 , w h ic h  a p p a r e n t ly  re f le c te d  
c h ie fly  th e  r e t i r e m e n t  o f  te m p o r a r y  m u n ic ip a l  b o r ro w 
in g s  o u t  o f t a x  re c e ip ts ,  b u t  h o ld in g s  o f U n i te d  S ta te s  
G o v e rn m e n t s e c u r i t ie s  sh o w e d  a  s m a ll  in c re a s e .

Bill Market

D u r in g  th e  f i r s t  h a l f  o f N o v em b er, d e a le r s ’ p o r t fo l io s  
o f b i l ls  r e m a in e d  a t  a b o u t  th e  lev e l r e a c h e d  in  th e  l a t t e r  
p a r t  o f  O c to b e r ;  th e  a m o u n t  o f b u s in e s s  in  th e  b i l l  
m a rk e t  in c re a s e d  so m e w h a t in  th is  p e r io d ,  b u t  d e a l e r s ’ 
p u rc h a s e s  a n d  sa le s  a p p ro x im a te ly  b a la n c e d . A f t e r  th e  
m id d le  o f  N o v e m b e r , a l th o u g h  th e  to t a l  tu r n o v e r  in  th e  
m a rk e t  w a s  less  t h a n  in  im m e d ia te ly  p r e c e d in g  w eek s , 
d e a l e r s ’ sa le s  e x c eed ed  th e  a m o u n ts  o f  b i l ls  t h a t  th e y  
p u rc h a s e d ,  a n d  p o r t f o l io s  w e re  r e d u c e d  to  th e  v e r y  s m a ll  
a m o u n ts  h e ld  p r i o r  to  th e  r a t e  r e d u c t io n  in  O c to b e r . N o 
r a t e  c h a n g e s  o c c u r r e d  d u r in g  N o v e m b e r  a n d , a l th o u g h  
r a te s  c o n t in u e d  to  b e  q u o te d  b y  th e  d e a le r s  o n ly  o n  a p p l i 
c a tio n , i t  w a s  r e p o r t e d  t h a t  p r a c t ic a l ly  a l l  o f  th e  b u s in e s s  
w a s  t r a n s a c te d  a t  r a t e s  o f  3 /1 6  p e r  c e n t  b id , %  P e r  c e n t  
o ffe red .

D u r in g  O c to b e r , a  f u r t h e r  s e a s o n a l in c re a s e  o f  $22 ,- 
000 ,0 0 0  o c c u r r e d  in  th e  v o lu m e  o f  b a n k e r s  a c c e p ta n c e s  
o u ts ta n d in g .  In c re a s e s  w e re  r e p o r te d  in  d o m e s tic  w a re 
h o u se  b il ls  a n d  to  a  le s s e r  e x te n t  in  e x p o r t  b ills . M o re  
th a n  o n e -h a lf  o f  th e  in c re a s e  in  o u t s ta n d in g s  w a s  
a b so rb e d  b y  th e  a c c e p t in g  b a n k s  a n d  b a n k e r s ,  w h o se  
h o ld in g s  a t  t h e  e n d  o f  O c to b e r  a m o u n te d  to  92 p e r  c e n t  
o f  th e  b i l ls  th e n  o u ts ta n d in g .

T h e  c o n t in u e d  la r g e  v o lu m e  o f  b a n k  f u n d s  se e k in g  
in v e s tm e n t  in  o p e n  m a r k e t  c o m m e rc ia l  p a p e r  c o u ld  b e  
o n ly  p a r t i a l l y  e m p lo y e d  d u r in g  N o v e m b e r  b e c a u se  o f  th e  
l im ite d  a m o u n t  o f  h ig h  g r a d e  p a p e r  w h ic h  th e  d e a le r s  
w e re  in  a  p o s i t io n  to  o ffer. I n  f a c t ,  c o m m e rc ia l  p a p e r  
d e a le r s  r e p o r te d  t h a t  n e w  d r a w in g s  o f  n o te s  b y  in d u s 
t r i a l  a n d  m e rc a n t i le  c o n c e rn s  ca m e  in to  th e  o p e n  m a rk e t  
in  s m a l le r  v o lu m e  d u r in g  N o v e m b e r  t h a n  in  O c to b e r , 
w h e n  to t a l  o u ts ta n d in g s  d e c l in e d  2 p e r  c e n t  to  $18 8 ,0 00 ,- 
000, th e  f i r s t  d e c re a s e  to  o c c u r  in  n in e  m o n th s . O c to b e r  
o u ts ta n d in g s ,  h o w e v e r, r e m a in e d  45 p e r  c e n t  h ig h e r  t h a n  
a  y e a r  ag o , a n d  to  t h a t  e x te n t  th e  s u p p ly  o f  p r im e  s h o r t  
te r m  p a p e r  h a s  b e e n  e n la r g e d  o v e r  th i s  p e r io d .

N o c h a n g e  o c c u r re d  in  th e  r a t e  s t r u c t u r e  o f  th e  co m 
m e rc ia l  p a p e r  m a r k e t  d u r in g  N o v e m b e r . P r im e  f o u r  to  
s ix  m o n th  p a p e r  c o n t in u e d  to  b e  q u o te d  a t  a  r a n g e  o f 
% - l  p e r  c e n t,  w i th  th e  h ig h e s t  q u a l i ty  p a p e r  o f  w e ll 
k n o w n  c o n c e rn s  c o m m a n d in g  th e  %  p e r  c e n t  r a t e  a n d  
h ig h  g r a d e  p a p e r  o f  c o n c e rn s  n o t  so w id e ly  k n o w n  p r ic e d  
m o re  la r g e ly  a t  1 p e r  c e n t.

Foreign Exchange
D u r in g  N o v e m b e r  th e  d o l la r  sh o w e d  c o n s id e ra b le  

s t r e n g th  in  te r m s  o f th e  g o ld  c u rre n c ie s ,  w i th  th e  co n se 
q u e n c e  t h a t  r a t h e r  h e a v y  g o ld  s h ip m e n ts  w e re  m a d e  
f ro m  F r a n c e ,  B e lg iu m , a n d  H o l la n d .  T h e  a c c o m p a n y in g  
d ia g ra m  sh ow s th e  m o v e m e n t o f d o l la r  e x c h a n g e  o v e r  
th e  p a s t  e ig h t  m o n th s  a s  m e a s u re d  a g a in s t  th e  F r e n c h  
f r a n c ,  a n d  in d ic a te s  th e  e x te n t  o f  th e  im p o r t s  a n d  e x 
p o r t s  o f g o ld  t h a t  h a v e  fo llo w e d  c h a n g e s  in  th e  d o l l a r ’s 
p o s i t io n  in  th e  e x c h a n g e  m a rk e t .

F r e n c h  f r a n c s ,  w h ic h  w e re  be lo w  th e  g o ld  im p o r t  p o in t  
a t  N ew  Y o rk  a t  th e  e n d  o f O c to b e r , d r o p p e d  e v e n  lo w e r  
to  $ 0 .0 6 5 8 %  o n  N o v e m b e r  1, a n d , d e s p i te  s u b s ta n t i a l  
g o ld  s h ip m e n ts ,  d id  n o t  r is e  ab ov e  $ 0 .0 65 9  u n t i l  th e  1 9 th . 
S u b s e q u e n t ly  th e  f r a n c  f irm e d  to  a  le v e l close to  th e  g o ld  
p o in t .  B e lg a s  c o n t in u e d  to  be  th e  w e a k e s t o f  th e  g o ld  
c u r r e n c ie s  a n d  re m a in e d  w e ll b e lo w  th e  g o ld  im p o r t  
p o in t  th r o u g h o u t  th e  m o n th ;  a f t e r  r e a c h in g  a  low  o f 
$ 0 .2330  on  th e  1 5 th , h o w e v e r, th e  te n d e n c y  w a s  i r r e g u 
l a r ly  u p w a r d .  T h e  g u i ld e r  f lu c tu a te d  a r o u n d  th e  es ti-

C o m m e r c i a l  P a p e r  M a r k e t

DOLLAR5

Fluctuations of Dollar Exchange Measured in Terms of the French 
Franc and Gold Movements at New York (Latest exchange 

quotation is for November 27, and latest gold data 
are for week ended November 28)
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m a te d  g o ld  im p o r t  p o in t  to  N ew  Y o rk  u n t i l  th e  1 3 th  
w h e n  i t  d r o p p e d  be low , a n d  d e c lin e d  to  i t s  lo w  o f  $0 .675 4  
on  th e  1 5 th , s u b s e q u e n t ly  f i rm in g  so m e w h a t. S w iss  
f ra n c s ,  a l th o u g h  lo w e r  th a n  in  O c to b e r, w e re  th e  s t r o n g 
e s t o f th e  g o ld  c u r r e n c ie s ,  a n d  m o v e d  in d e p e n d e n t ly ,  
r e m a in in g  ab o v e  th e  g o ld  im p o r t  p o in t  u n t i l  N o v e m b e r  
2 3 rd , w h e n , a s  th e  o th e r  g o ld  c u r r e n c ie s  sh o w e d  s ig n s  o f 
s t r e n g th e n in g ,  S w iss  f r a n c s  d r o p p e d  to  $0 .3242 . N o  g o ld  
s h ip m e n ts  f ro m  S w itz e r la n d  w e re  r e p o r te d ,  h o w ev e r. 
L i r e  a n d  re ic h s m a rk s  f lu c tu a te d  w i th in  so m e w h a t n a r 
ro w e r  l im i ts  t h a n  in  r e c e n t  m o n th s , b u t  w e re  w e a k e r  
th a n  d u r in g  O c to b e r .

Sterling continued its late October trend by moving 
up to $ 5 .00%  on November 7, the highest quotation 
since mid-September. The pound then became unusually 
steady around $4.991/^ until toward the end of the 
month when the quotation declined to $4 .98% . The 
Scandinavian currencies and the Japanese yen, follow
ing sterling, were also stronger than in October.

T h e  official b u y in g  r a t e  f o r  A r g e n t in e  pesos, w h ic h  is  
f ix ed  in  r e la t io n  to  th e  p o u n d , c o n t in u e d  to  m o v e  w i th  
s te r l in g  in  th is  m a rk e t ,  b u t  th e  f r e e  r a t e  d e p re c ia te d  
so m e w h a t d u r in g  th e  m o n th . A  s im i la r  m o v e m e n t to o k  
p la c e  in  B ra z i l ia n  m ilre is  w h e re  th e  official d o l la r  r a t e  
sh o w e d  v i r tu a l l y  n o  c h a n g e  b u t  th e  f re e  r a t e  d e c l in e d  
6 p e r  c e n t  a r o u n d  m id -N o v e m b e r . C a n a d ia n  d o l la rs  
g a in e d  i r r e g u la r ly  f ro m  $ 1 .02]/4 a t  th e  b e g in n in g  o f th e  
m o n th  to  $ 1 .0 2 %  d u r in g  th e  f in a l w eek . T h e  C h in ese  
y u a n  w as o n ly  s l ig h t ly  in f lu e n c e d  b y  th e  p r ic e  o f s i lv e r  
a n d  d e c l in e d  in  te r m s  o f  s i lv e r  to w a rd s  th e  e n d  o f  th e  
m o n th .

Closing Cable Rates at New York

Exchange on
Par of 

Exchange Nov. 29, 1933 Oct. 31, 1934 Nov. 28, 1934

Belgium................................ $ .2354 $ .2185 $ .2333 $ .2334
Denmark.............................. .4537 .2310 .2225 .2227
England................................ 8 .2397 5.1725 4.9800 4.9863
France................................... .0663 .06150 .06593 .06593
Germany.............................. .4033 .3760 .4026 .4019
Holland................................ .6806 .6325 .6767 .6759
Italy....................................... .0891 .0829 .0856 .0853
Norway................................ .4537 .2605 .2504 .2506
Spain..................................... .3267 .1286 .1366 .1367
Sweden.................................. .4537 .2670 .2570 .2572
Switzerland.......................... .3267 .3030 .3258 .3242

Canada................................. 1.6931 1.0163 1.0263 1.0253
Argentina............................ .7187 .3355 .3320 .3324
Brazil..................................... .2026 .0900 .0825 .0819
Uruguay............................... 1.7511 .7600 .8000 .8000

Japan..................................... .8440 .3095 .2902 .2912
India...................................... .6180 .3875 .3755 .3760
Shanghai............................... .3375 .3331 .3388

$ 2 ,3 0 0 ,0 0 0  a n d  $1 ,5 0 0 ,0 0 0  a  w e ek  r e s p e c tiv e ly .  I n  a ll, 
a b o u t  $ 1 2 5 ,0 0 0 ,0 00  w a s  a d d e d  to  th e  g o ld  s to c k  d u r in g  
th e  m o n th . I n  a d d i t io n ,  $ 2 ,1 00 ,0 00  o f  g o ld  w a s  re c e iv e d  
f ro m  C o lo m b ia  w h ic h  w a s  im m e d ia te ly  e a rm a r k e d  on  
a r r iv a l  a n d  th e r e f o r e  w a s  w i th o u t  e ffec t o n  th e  g o ld  s to ck .
Central Bank Rate Changes

E ffe c tiv e  N o v e m b e r  26 th e  B a n k  o f  I t a l y  r a is e d  i t s  
d is c o u n t  r a t e  f ro m  3 to  4  p e r  c e n t,  th e  lo w e r  r a t e  h a v in g  
b e en  in  fo rc e  s in c e  D e c e m b e r  11, 1933 . O n  N o v e m b e r  1 
th e  B a n k  o f  J a v a  r a t e  w a s  r e d u c e d  f ro m  4  to  3 y 2 p e r  
c e n t. I n f o r m a t io n  h a s  a lso  b e e n  re c e iv e d  t h a t  d u r in g  
O c to b e r  th e  d is c o u n t  r a t e  o f  th e  B a n k  o f  S p a in  w a s  
r e d u c e d  f ro m  6 to  5 y 2 p e r  c e n t, a n d  t h a t  th e  r a t e  e s ta b 
lis h e d  b y  th e  R e s e rv e  B a n k  o f N ew  Z e a la n d , w h ic h  b e g a n  
o p e ra t io n s  o n  A u g u s t  1, 1934 , is  4  p e r  c e n t.
Security Markets

D u r in g  th e  f i r s t  t e n  d a y s  o f N o v e m b e r , th e  g e n e r a l  
lev e l o f  s to c k  p r ic e s  a d v a n c e d  m o d e ra te ly ,  a n d  a l th o u g h  
i n d u s t r i a l  s h a re s  sh o w e d  th e  p r in c ip a l  in c re a s e , o th e r  
g ro u p s  o f s to ck s  a lso  p a r t i c i p a t e d  to  som e e x te n t  i n  th e  
m o v e m e n t. A r o u n d  th e  m id d le  o f  th e  m o n th , h o w ev e r, 
p u b l ic  u t i l i t y  s to ck s  d e c l in e d  s h a r p ly ,  a n d  as  a  r e s u l t  th e  
in d e x  o f  p u b lic  u t i l i t y  s to c k  p r ic e s  sh o w n  i n  th e  ac co m 
p a n y in g  d ia g ra m  b ro k e  th r o u g h  i t s  p re v io u s  lo w  p o in t  
o f J u n e  1932 a n d  r e a c h e d  a  n e w  lo w  f o r  m a n y  y e a rs .  
S om e w e a k n e ss  c o n c u r r e n t ly  d e v e lo p e d  in  r a i l r o a d  s to ck s , 
a n d  th e  in d u s t r i a l s  t u r n e d  i r r e g u l a r  in  th e  fa c e  o f  th e  
d e c l in in g  te n d e n c ie s  in  o th e r  p a r t s  o f th e  m a rk e t .

I n  th e  l a t t e r  p a r t  o f  N o v e m b e r , h o w e v e r, a  r e c o v e ry  in  
p u b l ic  u t i l i t y  s to c k s  o c c u r re d ,  a n d  th e  s to c k  m a r k e t  
g e n e r a l ly  sh o w e d  a  r e n e w e d  a d v a n c in g  te n d e n c y . T h e  
n e t  r e s u l t  o f  th e  m o n t h ’s t r a d i n g  w a s  a  r is e  o f  10 p e r  
c e n t  in  in d u s t r i a l  s to c k s  a n d  o f  4  p e r  c e n t  in  r a i l  s h a re s , 
a n d  v i r t u a l l y  n o  n e t  c h a n g e  in  p u b l ic  u t i l i t y  s to ck s  a s  a  
g ro u p .

T h e  d a ta  in  th e  d ia g ra m  sh o w  s to c k  p r ic e s  in  p e r 
c e n ta g e s  o f  1926 p r ic e s , a n d  in d ic a te  t h a t  r a i l r o a d  s to c k s  
a s  a  g ro u p  a r e  n o w  s e l l in g  a t  p r ic e s  a b o u t  38 p e r  c e n t  
a s  h ig h  as  in  1926, a n d  u t i l i t y  s to ck s  a t  a b o u t  55 p e r  
c e n t  o f th e  1926 lev e l, w h ile  q u o ta t io n s  f o r  th e  in d u s t r i a l  
g r o u p  a v e ra g e  a b o u t  90  p e r  c e n t  o f 1926 p r ic e s . C om -

PftlCEINDEX

Gold Movement
A s  a  r e s u l t  o f th e  m o v e m e n t to  th e  U n i te d  S ta te s  

w h ic h  b e g a n  e a r ly  in  th e  m o n th ,  t o t a l  im p o r ts  o f  g o ld  
d u r in g  N o v e m b e r  w e re  a p p ro x im a te ly  $11 2 ,0 0 0 ,0 00 . T h e  
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B e lg iu m , $ 1 0 ,4 0 0 ,00 0  f ro m  I n d ia ,  $ 9 ,2 00 ,0 00  f ro m  
C a n a d a , $8 ,0 00 ,0 00  f ro m  H o lla n d ,  $ 3 ,8 0 0 2000 f ro m  
E n g la n d ,  a n d  $90 0 ,0 00  f ro m  C h in a .

T h e  m o n e ta ry  g o ld  s to c k  o f  th e  U n i te d  S ta te s  w a s  
f u r t h e r  in c re a s e d  b y  th e  re le a se  o f  $ 1 ,8 00 ,0 00  o f g o ld  
p re v io u s ly  e a rm a r k e d  f o r  f o r e ig n  a c c o u n t  a t  th is  b a n k , 
a n d  b y  th e  r e c e ip t  a t  th e  m in ts  a n d  a s s a y  offices o f  n e w ly  
m in e d  d o m e s tic  g o ld  a n d  s c r a p  g o ld  a v e r a g in g  a b o u t
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pared with the highest prices reached in 1929 current 
prices vary from 33 per cent in the case of industrial 
stocks down to 14 per cent for public utilities.

The bond market showed no sustained price movement 
during November. A ll groups of domestic corporation 
issues rose somewhat during the first part of the month, 
but medium grade bonds turned downward after the 10th 
of the month, while the highest grade issues continued to 
rise for a while, reaching a new high for recent years 
shortly after the middle of the month. Subsequently the 
highest grade bonds also tended to recede slightly for a 
time, but toward the end of the month, price advances 
again predominated, and as a result corporate bonds 
generally showed some net advance for the month as a 
whole. United States Treasury bonds receded slightly  
further during the first part of November, and despite 
a subsequent advance of more than %  point did not reach 
quite as high a level as in October. Foreign bonds as a 
group showed a moderate net advance for the month.

New Financing
The volume of new financing announced during 

November totaled about $100,000,000 according to avail
able weekly data, a somewhat smaller volume than in 
other recent months, due principally to the absence of 
any large issues such as the Government guaranteed obli
gations which enlarged the totals for several previous 
months. However, the volume of new issues continued to 
exceed offerings in the corresponding period a year ago. 
A n  issue of especial interest during November was the 
public offering of $8,000,000 of 4 per cent serial notes 
of the Republic of Finland out of a $10,000,000 refund
ing issue. Yields ranged from 2.525 per cent on the 
January 1936 maturity to 4.826 per cent on the January 
1939 maturity. This issue is the first foreign financing 
to be registered under the Securities A ct of 1933, and is 
the first public financing in this country by a European 
Government in more than four years. The financing 
was possible by virtue of the fact that Finland has met 
in fu ll all war debt payments due to the United States 
Government.

The most important issue of the month from the view
point of size was an offering of $30,000,000 of State of 
Illinois relief bonds, maturing serially from 1935 to 1954, 
and priced to yield from 0.50 to 3.10 per cent. There 
was also some public utility financing in the form of a 
$10,000,000 Northern States Power Company issue, 
which was offered at a price yielding 5.26 per cent. The 
Reconstruction Finance Corporation during November 
disposed of an additional $7,200,000 of municipal issues 
by public sale to a large number of security houses which 
presumably will reoffer these securities in the market. 
These municipal bonds represent securities originally 
acquired by the Public W orks Administration as collat
eral for loans.

United States* Treasury financing during November 
was entirely in the form of Treasury bills. Three $50,- 
000,000 issues matured during the month and four 
$75,000,000 issues were sold, so that $150,000,000 of new 
funds was raised. Average rates on the November bill 
issues were from 0.21 to 0.23 per cent, or a trifle higher 
than the rate on the last issue in October.

Business Profits
Third quarter net profits of 290 industrial and mer

cantile concerns which have issued earnings reports were
28 per cent smaller than in the July to September period 
of 1933, following a substantial increase over last year 
in the second quarter. In the A pril to June period the 
volume of industrial output was somewhat larger than 
in 1933, while during the third quarter the Federal 
Reserve Board index of industrial production averaged 
nearly 20 per cent below the high level reached during 
the corresponding period of 1933. In  some cases, how
ever, profits were reduced by increased production costs 
or lower selling prices despite increases in the volume of 
business.

The decline from a year ago in aggregate profits for 
the third quarter of this year was due principally to 
smaller earnings of the automobile and oil companies, 
and to a sizable deficit in the steel industry which devel
oped from the low rate of operations. Twelve other 
groups of companies shown in the table also reported 
somewhat less favorable earnings, but on the other hand 
there wrere eight groups of concerns which did relatively 
better in the third quarter than a year ago. These groups 
include the building supply, chemical and drug, electrical 
equipment, office equipment, and tobacco companies, all 
of which increased their net profits, and also the 
machinery, railroad equipment, and printing and pub
lishing concerns which reported some profits this year 
against deficits last year. Approximately one-third of 
all the industrial companies whose statements are avail
able had deficits this year, compared with one-fourth of 
the concerns in the third quarter of last year.

For the first nine months, the increase in aggregate 
industrial profits was considerably smaller than for the 
first half of the year, but percentage comparisons are of 
little significance in view of the fact that in the early 
months of 1933 industrial corporations in general had no 
net profits. Nearly all groups of companies have shown 
some improvement in earnings this year, however, the 
exceptions being the aviation, clothing and textile, and 
shipping groups. Compared with earlier years, profits 
for the nine month period appear to have been slightly 
above the levels prevailing in 1931, but below those of 
1930 and a number of preceding years.

Reflecting in part a reduced volume of traffic, net 
operating income of Class I railroads in the third quarter 
of this year was 38 per cent smaller than in 1933, and 
after payment of fixed charges there was a combined 
deficit, as against a moderate net income last year. For 
the nine month period, the Class I railroads as a group 
failed to cover fixed charges by approximately $37,000,- 
000, or by the same amount as in the corresponding 
period of 1933 ; in 1932 the shortage after fixed charges 
was $164,000,000. Net income of 44 public utility com
panies, other than telephone companies, continued to 
show a decline from a year previous, which for the third 
quarter amounted to 17 per cent. For the first nine 
months of this year, the net income of these companies 
wras 10 per cent smaller than in 1933, and 19 per cent 
smaller than in 1932, although the volume of business 
done by the public utilities has increased considerably 
during the past two years.
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(Net profits in millions of dollars)

Third Quarter First nine months

Corporation groups 1931 1932 1933 1934 1931 1932 1933 1934

Automobile.................. 14.6 — 20.4 39 .6 17.1 107.1 —  18.7 82 .5 86 .6
Automobile parts and 

accessories (excl.
tires) .......................... — 0 .4 — 4 .8 6 .0 3 .0 10.7 — 8 .8 6 .9 2 1 .5

Aviation........................ — 0 .2 — 1 .2 0 .9 0 .7 — 0 .7 — 3 .3 2 .8 1 .2
Building supplies. . . . 1 .2 — 1 .6 0 .4 0 .4 4 .6 — 5 .5 — 3 .8 0 .7
Chemicals and drugs. 27 .0 12.1 25 .5 27 .3 80 .6 41 .9 5 4 .7 78 .2
Clothing and textiles. 0 .9 0 2 .0 0 0 .7 — 3 .7 2 .4 0 .9
Coal and coke............ — 0 .9 — 1 .8 — 0 .4 — 0 .5 — 0 .4 — 4 .0 — 2 .8 1 .4
Copper.......................... — 1.2 — 2 .0 — 0.1 — 0 .2 — 2 .2 — 4 .7 — 3.6 — 0 .1
Electrical equipment. 9 .5 — 1.4 1 .3 4 .1 28 .7 1.1 — 0 .7 14.0
Food & food products 39 .4 27 .8 36 .0 35.1 121.4 8 9 .2 90.1 9 6 .3
Household equipment — 0 .8 — 0 .9 0 .6 — 0 .2 — 0 .9 — 2 .8 — 0 .2 0 .8
Machinery................... — 1.0 — 2 .5 — 0 .1 1 .2 0 .2 — 8 .4 — 5 .0 4 .4
Metals & mining (excl. 

copper, coal and
coke).......................... 3 .2 1 .5 8 .3 7 .6 12.1 5 .0 15.4 2 6 .2

Motion picture and
amusement.............. — 3 .4 — 5 .3 0 .6 0 .4 — 2 .3 — 10.7 0 .2 2 .5

Office equipment. . . . 1 .5 — 0 .3 2 .0 2 .6 6 .6 1 .0 3 .7 9 .7
O il................................... 1 .8 10.7 27 .8 19.8 — 4 0 .2 20 .4 — 7 .9 41 .8
Paper............................. 0 .2 — 0 .3 0 .8 0 .4 2 .5 — 0 .7 0 .9 1 .6
Printing & publishing 3 .2 — 0.1 — 0 .1 1 .5 12.0 5 .5 1 .5 5 .5
Railroad equipment.. 2 .2 — 0 .2 — 0 .3 3 .2 7 .8 — 2 .8 — 4 .9 3 .7
Shipping....................... 0 .5 1.1 1 .3 1.1 0 .5 0 .8 1.1 0 .6
Steel................................ — 6 .0 — 38.7 — 2 .7 — 20.6 9 .0 — 103.2 — 51.3 — 7 .5
Tobacco......................... 1 .4 0 .7 0 .1 1 .2 3 .7 1.9 0 .7 2 .8
Miscellaneous.............. 9 .0 4 .1 12.9 12.2 27 .8 10.6 20.1 3 7 .7

Total, 290 companies 101.7 — 23.5 162.4 117.4 389.3 0 .1 202.8 430.5

149 Class I Railroads
Netoperatingineome 165.7 88 .2 186.8 115.9 401.2 197.8 341.5 342.6
Net income................ 54 .4 — 39.0 64 .0 — 12.8 85 .6 — 164.3 — 37.0 — 37.1

44 Public utilities, ex
cept telephone cos.
Net income.............. 54 .5 4 1 .8 42 .3 35.1 198.9 166.0 149.3 135.1

—  Deficit

Employment

R e s u m p tio n  o f a c t iv i ty  i n  th e  te x t i le  i n d u s t r y  fo llo w 
in g  th e  t e r m in a t io n  o f th e  s t r ik e  w a s  th e  p r in c ip a l  f a c to r  
i n  a  s u b s ta n t i a l  in c re a s e  in  to t a l  f a c to r y  e m p lo y m e n t in  
th e  U n i te d  S ta te s  f ro m  th e  m id d le  o f  S e p te m b e r  to  th e  
m id d le  o f  O c to b e r . T h e  e x te n t  o f  th e  r is e  is  in d ic a te d  b y  
a n  in c re a s e  o f  4  p e r  c e n t  in  th e  s e a s o n a lly  a d ju s te d  
in d e x  o f  f a c to r y  e m p lo y m e n t c o m p ile d  b y  th e  F e d e r a l  
R e se rv e  B o a rd ,  fo llo w in g  a  7 p e r  c e n t  d e c re a se  in  S e p 
te m b e r . E m p lo y m e n t  in  th e  g r o u p  o f  in d u s t r i e s  p r o d u c 
in g  n o n -d u r a b le  g oo ds sh o w e d  a  g a in  o f  n e a r ly  8 p e r  
c e n t  d u r in g  th e  p e r io d ,  w h ile  th e  d u r a b le  g o o d s  g ro u p  
r e g is te r e d  a  d e c lin e  o f  a b o u t  1 p e r  c e n t  in  w o rk in g  
fo rc e s . I n  a d d i t io n  to  th e  im p ro v e m e n t  in  f a c to r y  em 
p lo y m e n t,  s e a so n a l g a in s  w e re  r e c o rd e d  in  w h o le sa le  a n d  
r e t a i l  t r a d e ,  a n d  in  co a l a n d  m e ta l  m in in g , a n d  e m p lo y 
m e n t  o n  p r iv a t e  b u i ld in g  p r o je c ts  a lso  in c re a s e d . T h e  
n e t  g a in  in  p r iv a t e  e m p lo y m e n t f ro m  S e p te m b e r  to  
O c to b e r  w a s  e s t im a te d  b y  th e  S e c r e ta r y  o f  L a b o r  a t  
a p p ro x im a te ly  280 ,00 0  p e rs o n s .

E m p lo y m e n t  o n  p u b l ic  w o rk  f in a n c e d  b y  f e d e ra l  
e m e rg e n c y  o u t la y s  a lso  in c re a s e d  f ro m  S e p te m b e r  to  
O c to b e r . T h e  e n ro l lm e n t  in  th e  C iv i l ia n  C o n s e rv a tio n  
C o rp s  d u r in g  O c to b e r  w a s  a b o u t  5 5 ,000  h ig h e r  t h a n  in  
S e p te m b e r , a n d  n e a r ly  2 5 ,000  m o re  w e re  g iv e n  r e l ie f  
w o rk  f u r n i s h e d  b y  th e  F e d e r a l  E m e r g e n c y  R e lie f  
A d m in is t r a t io n .  M e a n w h ile , th e  n u m b e r  o f  w o rk e rs  o n  
th e  p a y ro l l s  o f  th e  P u b l ic  W o rk s  A d m in is t r a t io n  sh o w e d  
a  d e c re a s e  o f  30 ,000 , d u e  to  th e  f a c t  t h a t  th e  y e a r ’s  r o a d  
b u i ld in g  p r o g r a m  w as  n e a r in g  c o m p le tio n .

Production
I n  N o v em b er, b a s ic  in d u s t r i a l  a c t iv i ty  o n  th e  w h o le  

a p p e a r s  to  h a v e  c o n t in u e d  th e  r e c o v e ry  b e g u n  in  th e  
p r e c e d in g  m o n th , a l th o u g h  som e d iv e r s i ty  o f  m o v e m e n t 
w a s  e v id e n t  in  th e  o u t p u t  o f in d iv id u a l  in d u s t r ie s .  
O p e ra t io n s  a t  s te e l  p la n ts ,  w h ic h  u s u a l ly  s la c k e n  d u r in g  
N o v e m b e r , th is  y e a r  sh o w e d  a  s low  b u t  s te a d y  r ise , a n d , 
as  th e  a c c o m p a n y in g  d ia g ra m  in d ic a te s ,  c u r r e n t  o u tp u t  
is  r u n n in g  a h e a d  o f  l a s t  y e a r  f o r  th e  f i r s t  t im e  s in ce  
J u n e .  P r o d u c t io n  w a s  e s t im a te d  b y  th e  I r o n  A g e  a t  
26 p e r  c e n t  o f c a p a c i ty  a t  th e  f i r s t  o f th e  m o n th , a n d  a t
29 p e r  c e n t  a t  th e  e n d  o f th e  m o n th  as  c o m p a re d  w ith  a n  
O c to b e r  a v e ra g e  o f  24 .6  p e r  c e n t.  B i tu m in o u s  co a l m in 
in g , w h ic h  in  p re v io u s  y e a r s  h a s  sh o w n  n o  w e ll d e fin e d  
se a s o n a l m o v e m e n t f ro m  O c to b e r  to  N o v em b er, in c re a s e d  
f u r t h e r ,  a n d  e le c tr ic  p o w e r  o u tp u t  e x p a n d e d  se a so n a lly . 
O n  th e  o th e r  h a n d ,  a u to m o b ile  o u tp u t  r e a c h e d  a  s e a so n a l 
lo w  p o in t  in  N o v e m b e r , w i th  n e a r ly  h a l f  o f  th e  l a r g e r  
p la n t s  in  th e  i n d u s t r y  s h u t  d o w n  as  p r e p a r a t io n s  w e re  
b e in g  m a d e  f o r  m o d e l c h a n g e s . T h e  te x t i le  i n d u s t r y  
a p p a r e n t ly  sh o w e d  n o  f u r t h e r  r e c o v e ry  in  N o v e m b e r , a s  
a v a ila b le  w e ek ly  f ig u re s  in d ic a te  t h a t  m il l  c o n su m p tio n  
o f  c o t to n  w a s  s c a rc e ly  m a in ta in e d  a t  th e  O c to b e r  r a te .

T h e  u p t u r n  in  m a n u f a c tu r in g  o u tp u t  in  O c to b e r , fo l 
lo w in g  f o u r  m o n th s  o f  re c e ss io n , r e s u l te d  in  a  2 p o in t  
r is e  in  th e  F e d e r a l  R e s e rv e  B o a r d ’s s e a s o n a lly  a d ju s te d  
in d e x  o f  i n d u s t r i a l  p r o d u c t io n  to  73 p e r  c e n t  o f  th e  
1923-25 a v e ra g e . T h e  r e c o v e ry  i n  th e  te x t i le  l in e s  fo l
lo w in g  th e  t e r m in a t io n  o f  th e  s t r ik e  w a s  th e  d o m in a n t  
f a c to r  in  th e  in c re a s e ;  a v e ra g e  d a i ly  c o n s u m p tio n  o f 
c o tto n  b y  th e  m ills  e x p a n d e d  51 p e r  c e n t  f ro m  S e p te m b e r  
to  O c to b e r  to  a p p ro x im a te ly  th e  le v e l o f l a s t  M a y , w o o l 
m il l  a c t iv i ty  in c re a s e d  a b o u t  50  p e r  c e n t, a n d  m il l  co n 
s u m p tio n  o f s ilk  in c re a s e d  39 p e r  c e n t. S te e l o u tp u t  w as  
e n la r g e d  so m e w h a t f o r  th e  f i r s t  t im e  s in ce  M ay , z in c  
s m e lt in g  o p e ra t io n s  ro se  s h a r p ly ,  a n d  m a c h in e  to o l o rd e r s  
in c re a s e d  to  th e  h ig h e s t  le v e l in  five m o n th s . O n  th e  
o th e r  h a n d ,  a c t iv i ty  a t  m e a t  p a c k in g  p la n t s  re c e d e d  f ro m  
th e  u n u s u a l ly  h ig h  le v e l o f  p re v io u s  m o n th s . A u to m o b ile  
o u tp u t  d e c re a s e d  s o m e w h a t m o re  t h a n  se a so n a lly , a n d  
th e  in c re a s e s  in  b i tu m in o u s  a n d  a n th r a c i te  co a l p r o d u c 
t io n  w e re  o f  less  t h a n  th e  u s u a l  s e a so n a l p ro p o r t io n s .  T h e  
se a s o n a lly  a d ju s te d  in d e x  o f  to b a cco  m a n u f a c tu r e s  r e 
ce d ed  s l ig h t ly  in  O c to b e r  f o r  th e  t h i r d  su cce ss iv e  m o n th .
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(Adjusted for seasonal variations and usual year to year growth)

Metals
Pig iron ................................
Steel......................................
Lead.......................................
Z inc......................................

Automobile
Passenger cars......................
Motor trucks........................

Fuels
Bituminous coal...................
Anthracite coal....................
Petroleum, crude.................
Petroleum products............
Electric power......................

Textiles and Leather Products
Cotton consumption...........
W ool mill activity..............
Silk consumption................
Rayon deliveries.................
Shoes......................................

Foods and Tobacco Products
Meat packing.......................
Wheat flour...........................
Refined sugar deliveries. . , 
Tobacco products................

Miscellaneous
Cement..................................
Tires.......................................
Lumber.................................
Newsprint paper.................
Machine tools.....................

1933

Oct.

44
52
55
67

40
52

62
61
72
6966
8388
46
95
94

94
74
71
74

30
62
37
74
34

PER CENT 
90~

1934

Aug.

34
32
38
48

41
82

66
5868
67
65

72
73 
53 
76 
91

132
77
77
82

39
52
39
73
34

Sept.

30
32
45
52

33
78

67
72
67
64
64p

56
45p
46
69p
80p

146
81
73
80

43
54
36
75
34

Oct.

30
34
47
65

76p

65 p 
61p 
67 p 
64 
63p

82 
64 p 
67

82 p

123
80
75
78

39
56p
32
71
37

80

70

60

50

1 1 1 1 1 1 . 1 1 .. 1. ..... i.- . 1 -  i401________________ .________ ,
1931 1932 1933 1934

Index of Railroad Loadings of Miscellaneous and Less than Carload 
Freight (Federal Reserve Bank of New York index, adjusted 

for seasonal variation and long term growth)

(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes)

p Preliminary

Indexes of Business Activity
A v a ila b le  d a t a  o n  th e  d i s t r ib u t io n  o f  g o o d s  in  th e  f i r s t  

h a l f  o f  N o v e m b e r  c o m p a re d  f a v o r a b ly  wri t h  O c to b e r  
f ig u re s . L ess  th a n  th e  u s u a l  s e a so n a l d e c lin e  o c c u r r e d  in  
th e  m o v e m e n t o f  m e rc h a n d is e  a n d  m is c e lla n e o u s  f r e ig h t  
o v e r  th e  r a i l r o a d s ,  a n d  th is  b a n k ’s s e a s o n a lly  a d ju s te d  
w e ek ly  in d e x , sh o w n  in  th e  a c c o m p a n y in g  d ia g ra m , 
a d v a n c e d  m o d e r a te ly  in  N o v em b er. A  s m a l le r  t h a n  s e a 
s o n a l r e d u c t io n  a lso  o c c u r re d  in  th e  m o v e m e n t o f  b u lk  
f r e ig h t  o v e r  th e  r a i l r o a d s ,  o w in g  to  in c re a s e d  co a l lo a d 
in g s . D e p a r tm e n t  s to re  sa le s  in  th e  M e tr o p o l i ta n  a r e a  o f 
N ew  Y o rk  sh o w e d  a n  e x p a n s io n  o f a b o u t  th e  u s u a l  
se a so n a l p r o p o r t io n s .

I n  O c to b e r , s o m e w h a t less  t h a n  th e  u s u a l  s e a so n a l 
e x p a n s io n  o c c u r r e d  in  th e  v o lu m e  o f r e t a i l  t r a d e .  A m o n g  
th is  b a n k ’s s e a s o n a lly  a d ju s t e d  in d e x e s , r a t h e r  p r o 
n o u n c e d  d e c lin e s  w e re  sh o w n  in  th o se  c o v e r in g  m a il  o r d e r  
h o u se  a n d  c h a in  s to re  sa les , fo llo w in g  s h a r p  in c re a s e s  in  
th e se  l in e s  in  th e  p re v io u s  m o n th . T h e  re c e ss io n  a p p e a r s  
to  h a v e  b e e n  la r g e ly  in  r u r a l  a re a s , w h ic h  in  th e  p re v io u s  
m o n th  sh o w e d  la r g e  in c re a s e s  in  sa les . R e ta i l  sa le s  o f 
a u to m o b ile s  in  th e  c o u n t r y  as  a  w h o le  sh o w e d  n o  m a te 
r i a l  c h a n g e  o th e r  t h a n  sea so n a l.

S e v e ra l  o f  th e  m o re  g e n e r a l  b u s in e ss  in d ic a to r s  a lso  
d e c l in e d  so m e w h a t in  O c to b e r. A  less  th a n  s e a so n a l 
in c re a s e  o c c u r re d  in  th e  v o lu m e  o f  ch eck  t r a n s a c t io n s ,  
a n d  r e d u c t io n s  o c c u r re d  in  r a i l r o a d  lo a d in g s  o f b u lk  
f r e ig h t  a n d  in  t h e  in d e x e s  o f  f o r e ig n  t r a d e .  T h e  in d e x  
o f  m e rc h a n d is e  a n d  m isc e lla n e o u s  c a r  lo a d in g s , o n e  o f  th e  
b e s t  g e n e ra l  b u s in e s s  in d e x e s , h o w e v e r, w a s  u n c h a n g e d  
f ro m  S e p te m b e r  to  O c to b e r .

Prim ary Distribution
Car loadings, merchandise and m isc.. .
Car loadings, other..................................
Exports r ................................................................
Imports r ...............................................................
Wholesale trade........................................

Distribution to Consumer
Department store sales, U. S.................
Department store sales, 2nd Dist.........
Chain grocery sales..................................
Other chain store sales r ...............................
Mail order house sales............................
Advertising................................................
New passenger car registrations...........
Gasoline consumption.............................

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

York C ity ..................................................
\eIocity of demand deposits, New York

C ity . ...........................................................
New life insurance sales..............................
Factory employment, United States........
Business failures............................................
Building contracts........................................
New corporations formed, N. Y. State.. . 
Real estate transfers....................................

General price level*......................................
Composite index of wages*............. ..
Cost of living*...............................................

1933

Oct.

56
56
53r
64r
76

71
74 
74 
78 r
70 
56 
51
71

57
46

77

56
64
79
56
29
69
44

133
177
136

1934

Aug.

56
58
51r
olr
94

78
7466
79r
67
60
55
72

61
43

48
62
80
4421
63
48

138
182
138

Sept.

55 
58 
51r 
57 r

74 r 
71 r 
65 
86r
75 
56 
52p

60
41

45
60
75
4221
59
50

139
179
139

Oct.

55 
54 
4 7r 
51 r

71
72 
63 
77 r 
70 
58 
53 p

57 p 
38

63

41
61
7 8p
47
25
58

139p
179p
139

p Preliminary r Revised : 1913 average=100

Building
Som e in c re a s e  in  th e  p ro s p e c tiv e  a c t iv i ty  o f th e  co n 

s t r u c t io n  i n d u s t r y  w a s  in d ic a te d  d u r in g  O c to b e r  b y  a n  
u n s e a s o n a l  in c re a s e  in  th e  r a t e  a t  w h ic h  b u i ld in g  a n d  
e n g in e e r in g  c o n tra c ts  w e re  a w a rd e d . T h is  b a n k ’s s e a so n 
a l ly  a d ju s te d  in d e x  ro se  to  25 p e r  c e n t  o f  th e  lo n g  te r m  
r a te  o f  g ro w th , a f t e r  h a v in g  h e ld  a r o u n d  21 p e r  c e n t  
s in ce  A p r i l .  A  m o re  t h a n  s e a s o n a l r is e  in  th e  a m o u n t  o f 
r e s id e n t ia l  c o n t r a c ts  c o n t r ib u te d  to  th e  O c to b e r  in c re a s e  
in  to ta l  c o n tra c ts .  R e s id e n t ia l  c o n t r a c ts  w e re  36 p e r  
c e n t  a h e a d  o f  th e  S e p te m b e r  v o lu m e , on  a n  a v e ra g e  d a i ly  
b a s is , a n d  w e re  a lso  so m e w h a t l a r g e r  t h a n  a  y e a r  ag o
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f o r  th e  f i r s t  t im e  s in ce  A p r i l .  T h e  g a in s  in  r e s id e n t ia l  
c o n tra c ts  w e re  w id e ly  d is t r ib u te d ,  g e o g ra p h ic a l ly .  W h ile  
H o m e  O w n e rs  L o a n  C o r p o r a t io n  im p ro v e m e n ts  a n d  w o rk  
f in a n c e d  b y  lo a n s  a r r a n g e d  u n d e r  th e  p r o g r a m  o f th e  
F e d e r a l  H o u s in g  A d m in is t r a t io n  a re  in c lu d e d  a t  le a s t  in  
p a r t  in  th e  c o n t r a c t  to ta ls ,  th e y  do  n o t  a p p e a r  to  h a v e  
b e en  a  d o m in a n t  f a c to r  in  th e  O c to b e r  e x p a n s io n  in  
r e s id e n t ia l  b u i ld in g .

A  la r g e r  p a r t  o f th e  in c re a s e  in  to t a l  c o n s tr u c t io n  c o n 
t r a c t s  f ro m  S e p te m b e r  to  O c to b e r  w a s  d u e  to  p u b lic  
w o rk s  a n d  u t i l i t y  p ro je c ts ,  w h ic h  sh o w e d  a n  u n s e a s o n a l  
r is e  o f a b o u t  20 p e r  c e n t. O th e r  n o n - r e s id e n t ia l  c o n tra c ts  
w e re  s l ig h t ly  s m a lle r  in  O c to b e r  t h a n  in  th e  p re v io u s  
m o n th . I n  th e  a g g re g a te ,  c o n t r a c ts  f o r  p u b l ic ly  f in a n c e d  
b u i ld in g ,  w h ile  l a r g e r  t h a n  in  im m e d ia te ly  p r e c e d in g  
m o n th s , w e re  in  s m a lle r  v o lu m e  th a n  a  y e a r  ago . 
P r iv a t e ly  f in a n c e d  c o n s tru c t io n ,  o n  th e  o th e r  h a n d ,  w a s  
n o t  o n ly  l a r g e r  t h a n  in  th e  tw o  p r e c e d in g  m o n th s , b u t  
w a s  a lso  so m e w h a t l a r g e r  t h a n  a  y e a r  ago .

F o r  th e  f i r s t  t e n  m o n th s  o f 1934, th e  t o ta l  o f r e p o r te d  
c o n s tr u c t io n  c o n t r a c ts  a m o u n te d  to  $1 ,33 9 ,0 0 0 ,00 0 , a  
g a in  o f  $ 45 3 ,0 0 0 ,0 00  o v e r  th e  c o r r e s p o n d in g  p e r io d  o f 
1933. P u b l ic  w o rk s  a c c o u n te d  f o r  $ 2 4 8 ,0 00 ,00 0  o f th e  
in c re a s e , p u b l ic  u t i l i t i e s  f o r  $ 4 3 ,0 0 0 ,00 0 , o th e r  n o n 
r e s id e n t ia l  b u i ld in g — m o s tly  e d u c a t io n a l  a n d  c o m m e rc ia l  
b u i ld in g — f o r  $ 1 5 0 ,0 0 0 ,00 0 , a n d  r e s id e n t ia l  c o n s tr u c t io n  
f o r  $ 12 ,00 0 ,000 . P u b l ic  f u n d s  f in a n c e d  p r a c t ic a l ly  a l l  
o f  th e  in c re a s e  in  b u i ld in g  d u r in g  th is  p e r io d ,  th e  i n 
c re a se  in  p r iv a te ly  f in a n c e d  c o n s t r u c t io n  a m o u n t in g  to  
o n ly  $15 ,00 0 ,000 .

D u r in g  th e  f i r s t  h a l f  o f N o v e m b e r , a l l  c la sses  o f c o n 
t r a c t s  w e re  in  s m a lle r  v o lu m e  th a n  in  O c to b e r. T h e  
a m o u n t  o f p u b l ic  w o rk s  a n d  u t i l i t y  c o n t r a c ts  w a s  w e ll  
m a in ta in e d ,  h o w ev e r, c o n s id e r in g  th e  sea so n  o f th e  y e a r .

T h e  R e a l  P r o p e r t y  I n v e n to r y  o f  1934  c o n d u c te d  b y  
th e  B u r e a u  o f  F o r e ig n  a n d  D o m e s tic  C o m m erce , w i th  
th e  a id  o f th e  B u r e a u  o f th e  C en su s , d iv u lg e d  som e im 
p o r t a n t  d a ta  c o n c e rn in g  u r b a n  h o u s in g  c o n d it io n s  in  th e  
U n i te d  S ta te s .  T h e  r e p o r t  sh o w e d  t h a t  n e a r ly  50 p e r  
c e n t  o f th e  f a m i ly  d w e ll in g  u n i t s  c a n v a s s e d  w e re  o v e r  
20  y e a r s  o ld ;  t h a t  a b o u t  8 p e r  c e n t  o f th e  u n i t s  w e re  
v a c a n t ;  a n d  t h a t  f o r  th e  o c c u p ie d  sp a c e  o v e rc ro w d in g  
w a s  r e p o r te d  in  17 p e r  c e n t  o f th e  cases. A b o u t  44  p e r  
c e n t  o f th e  s t r u c tu r e s  w e re  in  n e e d  o f m in o r  r e p a i r s ,  
16 p e r  c e n t  in  n e e d  o f m a jo r  r e p a i r s ,  a n d  2 p e r  c e n t  w e re  
l i s te d  as  u n f i t  f o r  u se . I n  s u m m a ry , th e  r e p o r t  in d ic a te d  
la r g e  o p p o r tu n i t ie s  f o r  e x p e n d i tu re s  o n  re p la c e m e n t,  
r e n o v a t io n ,  a n d  m o d e rn iz a t io n  o f h o u se s , su c h  as  a r e  
n o w  b e in g  f o s te r e d  b y  th e  p r o g r a m  o f th e  F e d e r a l  H o u s 
in g  A d m in is t r a t io n .

Foreign Trade
E x p o r t s  o f m e rc h a n d is e  f ro m  th e  U n i te d  S ta te s  d u r in g  

O c to b e r  a m o u n te d  to  $2 0 6 ,0 00 ,00 0 , a  g a in  o f 8 p e r  c e n t  
o v e r  th e  p r e c e d in g  m o n th ,  a n d  g e n e r a l  im p o r ts  w e re  
v a lu e d  a t  $13 0 ,0 00 ,0 00 , a  d e c lin e  o f  2 p e r  c e n t  f ro m  th e  
S e p te m b e r  f ig u re . T h e  r e s u l t in g  f a v o r a b le  b a la n c e  o f 
t r a d e  a m o u n t in g  to  $ 7 7 ,0 0 0 ,0 00  w a s  th e  la r g e s t  t h a t  h a s  
o c c u r re d  s in ce  N o v e m b e r  1930. I n  th e  case  o f e x p o r ts ,  
th e  in c re a s e  f ro m  th e  p re v io u s  m o n th  w as  less  th a n  th e  
u s u a l  s e a s o n a l e x p a n s io n , a n d  in  th e  case  o f im p o r ts  th e  
d e c lin e  w a s  c o n t r a r y  to  s e a s o n a l te n d e n c y . C o m p a re d
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w ith  a  y e a r  ago , e x p o r ts  c o n t in u e d  to  sho w  a n  in c re a s e , 
w h ich , h o w ev e r, w a s  r e d u c e d  in  O c to b e r  to  o n ly  7 p e r  
c e n t, th e  s m a lle s t  y e a r  to  y e a r  g a in  s in c e  J u n e  1933. 
I m p o r ts ,  a s  in  th e  th r e e  p r e c e d in g  m o n th s , w e re  b e low  
th e  r e la t iv e ly  h ig h  f ig u re s  f o r  th e  c o r r e s p o n d in g  p e r io d  
o f 1933, th e  O c to b e r  d e c lin e  a m o u n t in g  to  14  p e r  c e n t.

In d e x e s  o f th e  q u a n t i t y  o f a g r i c u l tu r a l  a n d  n o n 
a g r i c u l tu r a l  e x p o r ts ,  s h o w n  in  th e  a c c o m p a n y in g  
d ia g ra m , in d ic a te  t h a t  th e  v o lu m e  o f a g r i c u l tu r a l  e x 
p o r ts  sh o w e d  a  s l ig h t  d o w n w a rd  te n d e n c y  in  1933 w h ic h  
h a s  b ecom e m o re  p ro n o u n c e d  in  1934, w h ile  th e  v o lu m e  
o f  n o n - a g r ic u l tu r a l  e x p o r ts  h a s  e x p a n d e d  r a t h e r  co n 
s is te n t ly  s in ce  e a r ly  in  1933. A m o n g  th e  a g r i c u l tu r a l  
e x p o r ts , c o t to n  a n d  to b a c c o  a r e  th e  m o s t im p o r t a n t  co m 
m o d itie s , a n d  in  n o n - a g r ic u l tu r a l  e x p o r ts ,  a u to m o b ile s , 
c ru d e  a n d  re f in e d  p e t ro le u m  a n d  m e ta ls  a r e  th e  l a r g e s t  
c o m p o n e n ts .

D a ta  a v a ila b le  f o r  in d iv id u a l  c o m m o d itie s  in d ic a te  a  
c o n t in u a t io n  d u r in g  O c to b e r  o f  th e  te n d e n c ie s  sh o w n  
in  th e  d ia g ra m . C o m p a re d  w i th  a  y e a r  ago , e x p o r ts  o f 
c o p p e r  in  O c to b e r  in c re a s e d  a b o u t  75 p e r  c e n t  in  q u a n t i ty  
a n d  50 p e r  c e n t  in  v a l u e ; th e  n u m b e r  o f  p a s s e n g e r  a u to 
m o b ile s  a n d  t r u c k s  s h ip p e d  a b ro a d  in c re a s e d  a  l i t t l e  o v e r  
35 p e r  c e n t ;  a n d  e x p o r ts  o f  c o t to n  c lo th  g a in e d  a b o u t  
o n e -fo u r th ,  b o th  in  v o lu m e  a n d  v a lu e . O n  th e  o th e r  
h a n d , th e  q u a n t i ty  o f  r a w  c o t to n  s h ip p e d  a b ro a d , w h ile  
sh o w in g  a s e a so n a l in c re a s e  o v e r  S e p te m b e r , r e m a in e d  
40 p e r  c e n t  less t h a n  a  y e a r  ag o , r e d u c t io n s  o c c u r r in g  in  
e x p o r ts  to  a l l  o f  th e  m a jo r  im p o r t in g  c o u n tr ie s  e x c e p t 
J a p a n .  E x p o r t s  o f  u n m a n u f a c tu r e d  to b a cco  sh o w e d  a  
s l ig h t  d e c re a se  f ro m  a  y e a r  ag o  in  v o lu m e , a l th o u g h  th e  
v a lu e  w a s  75 p e r  c e n t  l a r g e r ,  d u e  to  h ig h e r  p r ic e s . S h ip 
m e n ts  o f m e a t  p r o d u c ts  w e re  13 p e r  c e n t  s m a lle r  in  q u a n 
t i ty ,  b u t  w e re  v a lu e d  s l ig h t ly  h ig h e r  t h a n  a  y e a r  ago .

A s  in  th e  ca se  o f  e x p o r ts ,  a  la r g e  in c re a s e  c o m p a re d  
w ith  O c to b e r  1933 o c c u r r e d  in  im p o r ts  o f  c o p p e r . I m 
p o r ts  o f s u g a r  w e re  40 p e r  c e n t  l a r g e r  i n  a m o u n t  a n d  
23 p e r  c e n t  g r e a te r  in  v a lu e . R e c e ip ts  o f  c ru d e  r u b b e r ,  
a l th o u g h  c o n t in u in g  in  s u b s ta n t ia l ly  s m a l le r  v o lu m e  th a n  
la s t  y e a r ,  w e re  30 p e r  c e n t  h ig h e r  in  v a lu e . I m p o r t s  o f 
coffee w e re  in  p r a c t i c a l ly  th e  sa m e  q u a n t i t y  a s  in  1933,
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b u t  w e re  20  p e r  c e n t  l a r g e r  in  v a lu e . R e c e ip ts  o f  r a w  
s ilk , h o w e v e r, w e re  o n ly  a b o u t  75 p e r  c e n t  a s  l a r g e  in  
q u a n t i t y  a n d  50 p e r  c e n t  as  la r g e  in  v a lu e  as  la s t  y e a r .

Commodity Prices
F o llo w in g  th e  d o w n w a rd  m o v e m e n t t h a t  h a d  b e e n  in  

p r o g r e s s  s in c e  th e  e a r ly  p a r t  o f S e p te m b e r ,  p r ic e s  o f 
f a r m  p r o d u c ts  a d v a n c e d  s o m e w h a t d u r in g  N o v em b er. 
T h e  m o s t p r o n o u n c e d  in c re a s e  o c c u r re d  in  th e  c a sh  p r ic e  
o f c o rn  w h ic h  ro se  1 6 %  c e n ts  to  94 c e n ts  a  b u s h e l  a t  
C h icag o , t h u s  r e a c h in g  th e  h ig h e s t  le v e l in  f o u r  y e a rs .
A  r a t h e r  s iz a b le  a d v a n c e  w a s  a lso  sh o w n  in  r a w  s u g a r ,  
th e  p r ic e  o f  w h ic h  a d v a n c e d  2 6 %  p o in ts  to  3 .0 8 %  c e n ts  
a  p o u n d . P r ic e s  o f  h id e s  a n d  liv e s to c k  r e c o v e re d  
s l ig h t ly ,  a n d  c o tto n  a d v a n c e d  to  th e  h ig h e s t  p r ic e  s in ce  
th e  l a t t e r  p a r t  o f  S e p te m b e r .

D iv e rse  m o v e m e n ts  w e re  a p p a r e n t  i n  th e  p r ic e s  o f 
m e ta ls  d u r in g  N o v e m b e r . S c r a p  s te e l  a t  P i t t s b u r g h  
a d v a n c e d  $0.75  f u r t h e r  to  $11 .25  a  to n ,  th e  h ig h e s t  lev e l 
s in c e  A u g u s t .  T h e  p r ic e  o f  s i lv e r  a t  N ew  Y o rk  a lso  ro se  
d u r in g  th e  c o u rs e  o f  th e  m o n th  r e a c h in g  5 5 %  c e n ts  a n  
o u n ce , a  n e w  h ig h  f o r  th e  p a s t  five y e a rs ,  a n d  c lo sed  th e  
m o n th  w i th  a  n e t  g a in  o f  2 %  c e n ts  o v e r  th e  e n d  o f 
O c to b e r . S o m e d e c lin e , o n  th e  o th e r  h a n d ,  w a s  sh o w n  in  
th e  p r ic e s  o f  le a d  a n d  z in c . A m o n g  o th e r  im p o r t a n t  
b a s ic  c o m m o d itie s , th e  p r ic e  o f  r a w  s i lk  ro se  16 c e n ts  to  
$ 1 .3 4 %  a  p o u n d , th e  h ig h e s t  p r ic e  in  se v e n  m o n th s , w h ile  
r u b b e r  w a s  f a i r l y  s te a d y  d u r in g  N o v e m b e r .

Department Store Trade
D u r in g  th e  f i r s t  h a l f  o f N o v em b er, sa le s  o f  th e  r e p o r t 

in g  d e p a r tm e n t  s to re s  in  th e  M e tr o p o l i ta n  a r e a  o f N ew  
Y o rk  w e re  8 p e r  c e n t  h ig h e r  t h a n  in  th e  c o r r e s p o n d in g  
p e r io d  a  y e a r  ago , a n d  e x c lu d in g  l iq u o r  s a le s  f ro m  th i s  
y e a r ’s f ig u re s  th e  in c re a s e  a m o u n te d  to  a lm o s t 6 p e r  
c e n t.  T h e  r e p o r t s  in d ic a te  a b o u t  th e  u s u a l  s e a so n a l e x 
p a n s io n  f ro m  O c to b e r  to  N o v em b er.

I n  O c to b e r , t o ta l  sa le s  o f  th e  r e p o r t in g  d e p a r tm e n t  
s to re s  in  th i s  d i s t r i c t  w e re  8 p e r  c e n t  h ig h e r  th a n  a  
y e a r  ago , a n d  a f t e r  a llo w in g  f o r  o ne  m o re  s h o p p in g  d a y  
th is  y e a r  th e  a d v a n c e  a m o u n te d  to  a b o u t  4  p e r  c e n t,  th e  
la r g e s t  y e a r  to  y e a r  g a in  in  s a le s  s in ce  la s t  M a y . E x 
c lu s iv e  o f l iq u o r  b u s in e ss , th e  in c re a s e  in  O c to b e r  t o ta l  
sa le s  w a s  6 p e r  c e n t.  O n  a n  a v e ra g e  d a i ly  b a s is , sa le s  
o f  th e  N ew  Y o rk  a n d  C a p i ta l  D i s t r i c t  d e p a r tm e n t  s to re s  
s h o w e d  th e  l a r g e s t  in c re a s e s  s in ce  M a y , a n d  sa le s  o f th e  
R o c h e s te r ,  S y ra c u s e ,  N o r th e r n  N ew  J e r s e y ,  a n d  B r id g e 
p o r t  d e p a r tm e n t  s to re s  c o m p a re d  m o re  f a v o r a b ly  w i th  
a  y e a r  ag o  th a n  in  th e  p a s t  tw o  o r  th r e e  m o n th s . T h e  
r e p o r t in g  s to re s  in  W e s tc h e s te r  a n d  S ta m fo rd  h a d  a  
l a r g e r  v o lu m e  o f sa le s  t h a n  a  y e a r  ago  fo llo w in g  a  d e 
c re a se  la s t  m o n th . I n  th e  o th e r  lo c a l i t ie s  c o v e re d  by  th e  
r e p o r t s  th e  y e a r  to  y e a r  c o m p a r is o n s  f o r  a v e ra g e  d a i ly  
sa le s  w e re  less  fa v o ra b le  in  O c to b e r  t h a n  in  S e p te m b e r . 
T o ta l  sa le s  o f th e  le a d in g  a p p a r e l  s to re s  in  th i s  d i s t r i c t  
w e re  11 p e r  c e n t  h ig h e r  t h a n  a  y e a r  ag o , b u t  o n  a n  
a v e ra g e  d a i ly  b a s is  th e  in c re a s e  w a s  s l ig h t ly  less  t h a n  
in  th e  p re v io u s  m o n th .

D e p a r tm e n t  s to re  s to c k s  o f m e rc h a n d is e ,  a t  r e t a i l  
v a lu a t io n ,  w e re  s m a lle r  t h a n  a  y e a r  ag o  f o r  th e  t h i r d  
c o n se c u tiv e  m o n th , w h ile  a p p a r e l  s to re  s to ck s  c o n t in u e d

96 MONTHLY REVIEW,

l a r g e r  t h a n  la s t  y e a r .  C o lle c t io n s  c o n t in u e d  h ig h e r  th is  
y e a r  t h a n  a  y e a r  ag o  b o th  in  d e p a r tm e n t  a n d  a p p a r e l  
s to re s .
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Locality

Percentage 
change 

October 1934 
compared with 
October 1933

Per cent of 
accounts 

outstanding 
September 29 

collected in 
October

Net
sales

Stock 
on hand 
end of 
month 1933 1934

New York................................................................. +  9 .1
+  8 .4  
+  5 .8  
+  3 .0  
+  4 .3  
+ 1 1 .4  
+  6 .0  
—  4 .5  
+  3 .0  
+  3 .3  
+  6 .9  
+  9 .8

—  9 .1
—  8 .1  
— 14.4  
— 13.2
—  9 .2
—  2 .9  
— 10.1

4 7 .7
4 3 .8
4 4 .0
30.1
3 8 .8  
3 6 .7  
30 .3

50 .2
47 .5
45 .6
37 .6
43 .6  
4 1 .9  
30.1

Northern New Jersey..........................................
Bridgeport................................................................
Elsewhere.................................................................

Northern New York State............................
Southern New York State............................
Hudson River Valley District.....................
Capital District.................................................
Westchester and Stamford............................

All department stores............................ +  8 .1 —  9 .3 4 3 .0 4 6 .3

Apparel stores........................................... + 1 1 .3 + 1 5 .5 44 .4 46 .6

Wholesale Trade
O c to b e r  sa le s  o f  th e  r e p o r t in g  w h o le sa le  f irm s  in  th is  

d i s t r i c t  a v e ra g e d  16 p e r  c e n t  h ig h e r  t h a n  a  y e a r  ag o , th e  
m o s t f a v o ra b le  c o m p a r is o n  s in ce  l a s t  M a y , w h e n  a n  i n 
c re a se  o f  a b o u t  th e  sam e  p r o p o r t io n s  o c c u r re d .  T h e  
g a in s  in  sa le s  sh o w n  b y  th e  d r u g ,  h a r d w a r e ,  p a p e r ,  
d ia m o n d , a n d  je w e lr y  r e p o r t in g  f irm s  m a d e  th e  b e s t  
c o m p a r is o n s  w i th  a y e a r  ag o  s in ce  l a s t  s p r in g ,  a n d  in  th e  
case  o f  th e  g ro c e ry  c o n c e rn s , th e  in c re a s e  o v e r  l a s t  y e a r  
ev en  e x c lu d in g  l iq u o r  sa le s  a m o u n te d  to  11 p e r  c e n t, 
w h ic h  w a s  th e  la r g e s t  in c re a s e  o n  th i s  b a s is  s in ce  M a rc h . 
S a le s  o f s i lk  goods, r e p o r te d  o n  a  y a r d a g e  b a s is  b y  th e  
N a t io n a l  F e d e r a t io n  o f T e x tile s , sh o w e d  th e  la r g e s t  y e a r  
to  y e a r  a d v a n c e  s in ce  J u l y  1933 . O th e r  w h o le sa le  l in e s  
a lso  r e p o r te d  in c re a s e s  in  sa le s , e x c e p t  th e  sh oe  g r o u p  
w h o se  sa le s  w e re  s l ig h t ly  s m a l le r  t h a n  a  y e a r  ago .

S to c k s  o f  m e rc h a n d is e  o n  h a n d  w e re  ab o v e  a  y e a r  ag o  
in  n e a r ly  a l l  o f th e  l in e s  r e p o r t in g  th e se  f ig u re s . C o llec 
t io n s  a v e ra g e d  c o n s id e ra b ly  h ig h e r  th is  y e a r  t h a n  la s t .

Commodity

Percentage < 
change |f 

October 1934 . 
compared with 
October 1933

Per cent of 
accounts 

outstanding 
September 29 

collected in 
October

Net
sales

Stock 
end of 
month 1933 1934

+ 2 8 .2  
+ 1 3 .9  
+  3 .2

+ 1 4 .9 89.1 99 .8
Men’s clothing........................................................ 35 .1 43 .1

3 4 .0 4 0 .8
+ 2 8 .8 *  
—  1.0

+  5 .7 * 5 8 .0 67.1

D r u g s ........................................................................ +  10.8 + 2 2 .7
+ 1 6 .8

25 .8 3 2 .7
+ 1 7 .2 45 .3 50 .4
+  6 .2  
+  8 .0

4 5 .7 44 .3
Paper ................................................................. 4 2 .7 4 8 .6

+ 1 9 .1
+ 2 7 .2

—  2 .5 \ 18.8 J 21.1
Jewelry...................................................................... +  4 .1

Weighted average........................................ +  16.3 53 .9 6 1 .7

* Quantity figures reported by the National Federation of Textiles, Incorporated,
not included in weighted average for total wholesale trade.
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Index Number of Production of Manufactures 
and Minerals Combined, Adjusted for Sea

sonal Variation (1923-25 average 
=  100 per cent)

Index of Factory Employment with Adjustment 
for Seasonal Variation (1923-25 average 

=  100 per cent)

Indexes of Daily Average Value of Department 
Store Sales (1923-25 average=:100 per cent)

Wednesday Figures for Reporting Member Banks
(Latest figures are for November 14)

B u s in e s s  C o n d i t io n s  in  t h e  U n i t e d  S ta te s
(Summarized by the Federal Eeserve Board)

V OLUME of industrial production and factory employment, which usually 
shows little change at this season, increased in October, reflecting chiefly 

the resumption of activity at textile mills. Wholesale commodity prices, after 
declining in September and October, advanced in the first half of November.

I n d u s t r ia l  P ro duction  a n d  E m p l o y m e n t

Activity at industrial establishments, as measured by the Board's season
ally adjusted index, showed an increase from 71 per cent of the 1923-1925 
average in September to 73 per cent in October. Among the industries pro
ducing durable manufactures, output at steel mills increased from 23 per cent 
of capacity for the month of September to 25 per cent for October, while 
output of automobiles and lumber declined. In November activity at steel 
mills continued to increase and in the week ended November 24 was at about 
28 per cent of capacity. Automobile production has declined further in con
nection with the preparation of new models. The production of non-durable 
manufactures in the aggregate showed a considerable growth in October, 
reflecting sharp increases at cotton, woolen, and silk mills, offset in part by 
a decline in activity at meat packing establishments. The increase in output 
at textile mills after the strike in September brought output to a higher level 
than in August. Among the minerals, daily output of crude petroleum de
clined in October and that of anthracite increased by an amount smaller than 
is usual at this season.

Factory employment and payrolls in the country as a whole increased con
siderably between the middle of September and the middle of October. Sharp 
increases were reported at mills producing textile fabrics, while in the auto
mobile, shoe, and canning industries there were declines of a seasonal nature.

The value of construction contracts awarded was somewhat larger in 
October than in any other recent month. There was an increase in residential 
work as well as in publicly financed projects.

A g ricu ltu r e

Department of Agriculture estimates, based on November 1 conditions, 
indicate a cotton crop of 9,634,000 bales, 26 per cent smaller than the 1933 
crop, and a corn crop of 1,372,000,000 bushels, 41 per cent smaller than last 
season and 45 per cent smaller than the 1927-1931 average. The tobacco crop 
is also considerably smaller than usual, while the white potato crop is slightly 
above the five year average.

D is t r ib u t io n

The number of freight cars loaded per working day decreased from Sep
tember to October. Department store sales showed a seasonal increase and 
were at about the same level, on a seasonally adjusted basis, as in most other 
months since March. Rural sales of general merchandise, as reported by the 
Department of Commerce, increased by less than the usual seasonal amount 
following an unusually large increase in September.

Co m m o d it y  P r ic es

Wholesale commodity prices, as measured by the Bureau of Labor Statis
tics weekly index, declined from 77.8 per cent of the 1926 average in the 
week ended September 8 to 76.0 per cent in the week ended November 3 and 
then rose in the following two weeks to 76.7 per cent. The decline was largely 
in prices of farm products and foods but there were also some decreases in 
the prices of textiles and building materials. Increases in the first half of 
November were largely in the prices of farm products. The price of scrap 
steel also advanced, while lead and zinc declined.

B a n k  Credit

Excess reserves of member banks were about $1,910,000,000 on November 
21, showing an increase of $150,000,000 in the preceding five weeks. The 
increase in reserves held was $200,000,000, of which $50,000,000 covered a 
growth in required reserves. Additions to reserves resulted mainly from gold 
imports and further issues of silver certificates.

Loans and investments of reporting member banks in leading cities de
clined somewhat in the four weeks ended November 14, following an in
crease in the previous month. Substantial declines were shown in loans on 
securities and in holdings of securities other than those of the United States 
Government. Other loans, which had increased considerably in previous 
months, also showed some decline, while holdings of direct obligations of the 
United States Government and of securities fully guaranteed by the Govern
ment increased considerably. Customers ’ deposits continued to increase, while 
Government deposits declined.

There was a further decline in open market rates on bankers acceptances 
at the end of October to an offering rate of % per cent. Yields on short 
term Government securities and other short term open market money rates 
showed little change.
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