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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
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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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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.
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