
Business Conditions

Best Wishes for a Happy New Year
The past year has been a momentous one in the history of 

the country, and everyone should be truly thankful that the 
strenuous times incident to the world war are, to a certain 
extent, a thing of the past.

During this period the business men in this district have 
been called upon to solve many difficult problems, and, in this 
connection, our banks and bankers have co-operated with our 
business men to the fullest degree possible. The Federal 
Reserve Bank of Philadelphia has, in turn, been behind the 
bankers in their efforts to aid the Government in its stupen
dous war financing and in the extension of credit for the 
commercial needs of business in general.

IVe enter the new year with full confidence that wise 
counsel will prevail and that business conditions will turn 
out right in the long run in spite of what at times may seem 
to be insurmountable d ifficu lties .W c must all, however, 
practice diligently the doctrine of ‘ Work in d  Caste” , and we 
must ever strive to make this United States of America as 
truly as is possible tna government of the people, by the people, 
for the people” I t  riiust be for us, America first, last, cud
all the time.

In sending v6ct our best wishes for a “Happy New Y ear', 
we hope that your business during the gorging ye<V. will be 
prosperous and that the foundation will be latd jor .even 
more lasting and profitable enterprise in the future. We 
wish to assure all the banking institutions and business men 
in this district, and all the many friends of this institution, 
that we desire to be of the utmost service possible to them 
throughout the year.

Report of the Federal Reserve Bank
of Philadelphia

January 2, 1920 Chairman
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Business Conditions

T H E  raw materials used by manufacturers in this district have 
not for the most part kept up with their needs. Pig iron is 
scarce; cotton, wool, and silk of the finer grades are becoming 
increasingly difficult to procure. In fact, the enormous demand 
for commodities of all kinds has been far from satisfied. Un
satisfied demand is reflected in higher prices. Production in 
many lines is not up to normal in the face of every inducement 
to increase it, simply because the output is curtailed by raw ma
terial shortage, lowered individual efficiency of workers, and, in 
some industries, by car shortage.

An era of continually rising prices is particularly to be 
avoided, if it is possible to do so. The increasing tendency of 
some buyers to question prices, which is noted below, furnishes 
an element of hope. Insatiate and indiscriminate buying com
bined with decreased production lie at the root of our present 
level of prices. If there is profiteering it is made possible by 
just such conditions. “Work and save” is becoming a hackneyed 
phrase, but in it lies the cure for most of the evils which now 
affect the commercial and industrial world and the individual in 
his home. One of the greatest merchants of this district sug
gests that the decline of prices might be aided by curtailment 
of exports. H:c morto io ‘ America first”.

Merchants and department stores located in the cities and 
towns nt this district report that retail trade is considerably 
ahead of December of last year. This increase is variously esti
mated at from 10 to 40 pe*' cent, the average being 25 per cent. 
Trvc area affected by the soft coal and steel strikes appears to 
be the only section which decs not repcct so favorable conditions, 
purchases there being about tile same as a year ago. Sales of all 
kinds are exceedingly active. Goods of the best quality and 
luxuries seem in better demand than ever. The public generally 
has not yet displayed any considerable amount of caution and 
foresight in making purchases, though the latest reports indicate 
a tendency in some centers to question higher prices and to let 
necessity, in some measure, control expenditures.
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Retailers cannot foresee anything except higher prices for 
most commodities unless a concerted movement to curtail buying 
is initiated by consumers. The dealers have been unable to get 
merchandise to fill up the gaps in their stocks unless their orders 
were placed a long time ago and their requirements for spring 
goods are not being completely booked by many manufacturers. 
This is particularly true of textiles and house furnishings.

Car movements
The average daily car movement past Lewistown Junction on 

the Pennsylvania Railroad declined very considerably during the 
month of November, as the table given below shows. The early 
part of the year was marked by reduced traffic, but improvement 
was quite noticeable before the coal strike went into effect.

Car movements past Lewistown Junction over Pennsylvania Railroad. 
(Average daily number.)

1914 1915 1916 1917 1918 1919
January ........ . . .  5,629 5,283 6,532 6,748 5,538 5,732
February . . . . . .. 5,082 5,017 6,368 5,500 4,825 4,807
M arch............ . . .  6,070 5,022 6,819 6,419 5,696 4,599
April .............. . . .  5,413 5,046 7,013 6,186 6,270 5,120
M a y ................ 5,000 6,787 6,432 6,903 5,509
June .............. 5,300 5,863 6,493 6,786 5,797
J u ly ................ 5,325 5,709 5,848 6,790 6,013
August .......... 5,661 6,013 5,609 6,676 6,383
September .. . .. . 5,220 6,186 6,140 5,486 6,513
October ........ . . .  5,100 6,609 6,312 5,354 6,370 6,677
November .. . . . . 4,930 6,440 6,280 5,100 5,790 4,380
December . . . . .. 5,219 6,293 5,319 3,977 5,803

Carpets and rugs
The sales of carpets and rugs during the past few months 

have been considerably in excess of normal, though the volume 
of goods sold is hardly up to the normal, the difference being 
accounted for by the higher prices which are ruling. There has 
been a scarcity of such products due to war-time conditions and 
families, hotels, theatres, and stores are now attempting to re
place worn-out floor coverings. On account of the scarcity in 
both foreign and domestic goods, prices are tending upwards. 
High-grade products partierffT^^^^^l^feimnd. Manufacturers 
are heavily oversold anjpido not expect for s^ ie  time to come to
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catch up with the demand. In the retail trade, customers are 
largely paying in cash and accounts throughout the whole carpet 
and rug business are being settled most promptly.

Christmas savings funds
A questionnaire was sent out to all the banks and trust com

panies of the district with a view to ascertaining whether or not 
the amount of money accumulated in Christmas savings funds 
was larger than the previous year. Returns were received from 
80 per cent of the banking institutions of the district and indi
cate that there has been a substantial increase over 1918. National 
banks show the largest percentage of gain.

Percent Banks reporting
o f banks N o savings Savings Number o f Amount o f

1919 replying clubs clubs depositors deposits
National banks . .. . . . . 90% 339 236 155,939 $4,610,968
State institutions .. . . . 64% 160 138 161,259 5,178,411

T otals.................... 499 374 317,198 $9,789,379
1918

National banks . .. . .. . 83% 345 175 117,668 $3,728,676
State institutions .. . . .  65% 169 126 142,448 4,446,078

T otals............ 514 301 260,116 $8,174,754

The reporting institutions state quite uniformly that regular 
savings accounts have increased during 1919, but the majority 
do not attribute this to Christmas savings clubs.

Coal
The strike of the bituminous miners has seriously curtailed 

the output of that kind of coal in the central Pennsylvania fields. 
Figures of the United States Geological Survey for the end of 
November indicate that mines served by the Pennsylvania Rail
road were producing at 46 per cent of capacity; mines served by 
the New York Central at 8 per cent of capacity; and those served 
by the Buffalo, Rochester and Pittsburgh at 21 per cent of 
capacity. The settlement of the strike very possibly may not 
be followed by immediate resumption of full-time operations, but 
it is hoped that by the first of the year production may be up to 
normal; meanwhile we are faced with a distinct shortage of 
bituminous coal. Thus far the effect on the industries of this 
district has not been very marked, though some mills and fac
tories have been compelled to close down. The total production 
for the country up to November was 100,000,000 tons below the
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corresponding period in 1918. November is estimated to have 
added 30,000,000 tons to this shortage and December may add as 
much as 20,000,000 more. It appears not at all improbable, there
fore, that production for the year 1919 may be 150,000,000 tons 
below 1918. During the months preceding the strike car short
age was evidently an important element in curtailing operations, 
and it is to be hoped that this difficulty will be eliminated insofar 
as is possible. A severe winter may cause serious consequences.

Anthracite coal production has been fairly satisfactory, 
though not quite up to the level of last year. The following 
table shows the shipments over the nine principal anthracite 
coal carriers:

1919 1918
January ....................... 5,934,241 5,638,383
February ....................  3,871,932 5,812,082
M arch........................... 3,938,908 7,276,777
April ............................. 5,224,715 6,368,373
May ............................. 5,711,915 6,887,256
June ............................. 5,619,591 6,867,669
July ............................. 6,052,334 7,084,775
August ......................... 6,144,144 7,180,923
September ..................  5,687,401 6,200,000
October ....................... 5,560,150 6,286,366
November ................... 5,971,671 5,276,659
December ................... 5,736,260
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Sizes for domestic use are in adequate supply, though in 
some few cases it has been necessary for consumers to take pea 
in place of nut, and egg in place of the stove size. Steam sizes 
are moving very comfortably, due somewhat to its use in place of 
bituminous coal, but there is nothing urgent about the situation. 
Prices have not changed during the past month. Labor condi
tions in the anthracite field show no apparent unsettlement.

Cotton
Prices of raw cotton have been ruling very high, due largely 

to the comparatively small crop and the predominance of the 
poorer qualities. Planters appear to be holding their crop in 
expectation of still higher prices. The domestic demand has 
fallen off somewhat, due to disturbed mill conditions and the 
taking of inventories at this time of the year. The foreign 
situation is not expected to manifest its full strength until the 
exchanges more nearly approach normal or credit facilities have 
been granted. Freight embargoes and bad shipping conditions 
generally have added to the difficulties with which cotton dealers 
have had to contend. There is more demand for staple cotton 
than any other quality because of the fact that mills have 
sold ahead on their fine yarns, and on account of the short crop 
of this grade.

The demand for cotton yarn is fully equal to the supply, and 
in some numbers is greater than the possible supply under the 
present decreased production. In number of pounds, business is 
behind other years, owing to the fact that spinners are producing 
at an average of 60 to 75 per cent of the normal, and getting off 
this production on a much reduced hourly schedule. The goods 
in greatest request are the very high grade yarns, and the 
cheaper yarns are selling on a low and oftentimes unprofitable 
basis, as the demand for these is lacking. Mills are sold ahead for 
the next three or four months and there is nothing in view at 
the moment which will materially lower prices. It is becoming 
increasingly difficult to get near or prompt delivery.

There has been an active call for all kinds of cotton goods 
both for domestic and export trade for some time past and at 
constantly increasing prices. Stocks on hand at the mills are 
practically non-existent and the demand is so far ahead of supply 
that manufacturers have been compelled to apportion the prod
ucts among their customers, giving them only a certain per
centage of their requirements. Staple and fancy lines are strong
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with emphasis upon the most expensive fabrics. Raw materials 
can be secured but only at the most extraordinary prices and then 
but rarely for spot delivery.

Manufacturers of cotton goods are somewhat concerned over 
the situation in the future. They can see no definite factor which 
would in itself serve to break down the business structure but 
prices are so abnormal in every way that they feel that something 
may arise which would prove exceedingly disturbing. A broad 
factor of safety is urged and merchants are advised not to carry 
larger stocks than are necessary. The attitude of the ultimate 
consumer toward higher prices on spring goods is awaited with 
interest.

Iron and steel
Pig iron is in the strongest demand since the signing of the 

armistice. The stock of pig iron in the country is said to be ex
ceedingly small and customers are booked far ahead for the most 
part. Producers of this commodity have themselves covered 
the majority of their raw material requirements for the first half 
of 1920. Prices show steady advances and are expected to go still 
higher. It is said that an insufficient quantity of ore was brought 
down from the Lakes to run plants until the opening of naviga
tion in the spring, and this factor will serve to emphasize the 
shortage. The decrease in ocean freights, however, is making 
foreign ores more available.

Steel products of all kinds are in heavy demand. Plates 
and shapes are moving quickly in such quantities as can be 
secured but the raw material markets are hindering production. 
Castings have been in small request for some time past, but latest 
reports indicate improvement. Purchasers of wire rope are 
anxious to cover their requirements for the first half of 1920, 
fearing possible increases in prices due to advancing raw ma
terials and uncertain labor costs.

Large steel producers are disturbed by the price question, 
and one large manufacturer informs us that it has closed its order 
books until definite costs can be ascertained. Raw materials are 
advancing, and fuel and transportation charges show possibilities 
of following the same trend. The attitude of the steel companies 
can easily be understood. The effect so far of the coal shortage 
has not been very serious, and it is hoped that any curtailment of 
production will be prevented by a prompt resumption of work 
by the miners.
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Laces
The demand for lace and lace products, such as lace curtains 

and fancy bed-spreads, is enormous and shows no signs of 
diminution. This is probably a reaction from the very small pur
chases and production during the period of the war.

The value of the product is said to be about three times 
the pre-war prices, due to the increased cost of raw materials and 
labor. Cotton yarn, which is the principal material used, is 
scarce, and some mills have had their output considerably cut 
down by their inability to obtain it. The increased cost of ma
terial and labor requires an unusual amount of working capital to 
keep the mills going.

There is a scarcity of operatives, but otherwise operating 
conditions are at the present time satisfactory. Collections are 
excellent; one very large company reports that their losses for 
the last two or three years have not exceeded $500 a year.

Paper
Immediately after the armistice the paper business fell off 

appreciably and prices were forced down to such low levels 
that at times they were below cost. When the rebound in busi
ness occurred stocks were small and as a result business showed 
rapid gains. The present demand for paper is very unusual, 
due largely to the great increase in consumption for magazines 
and newspapers and the larger output of commercial printing. 
This demand is coming not only from domestic, but also from 
foreign sources, and is said to be centered chiefly on cheap print
ing paper and building and wrapping papers. There is a dis
tinct shortage for immediate delivery, due partly to strikes, but 
lately more to lack of coal. Raw materials show large fluctua
tions and are now high in price.

Prices in the last thirty days have been well maintained and 
in some lines show noticeable advances. A continuation of the 
strong demand may force prices up to extraordinary levels. Prof
its for the year, however, are not expected to be large, due to 
the losses incurred by curtailed operations in the earlier months.

The coal strike forced the closing of many of the paper 
mills, but the resumption of work by the strikers will prob
ably relieve this situation within a reasonable time. The labor 
situation is marked by a lack of efficient workers. Collections 
are prompt and in every way satisfactory to the trade.
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Pottery
Demand for pottery of all kinds has shown large increases 

in the late months. This is particularly true of plumber’s earthen
ware, which was stimulated by the building boom. Many plants 
are sold up for six months in advance and are selling their goods 
at the highest prices in their history. This demand is said to be 
principally due to building operations in the smaller cities and 
towns as most of the material for use in the larger cities is for 
repair work. For the most part, raw material is fairly easy to 
obtain, though some shipping difficulties have interfered at 
times. The year 1920 is expected to show a continuation of 
present business conditions in this line.

The labor situation is not altogether serene, though but little 
actual trouble is reported. The scarcity of labor and its in
efficiency are noticeable. Collections are very good indeed. One 
large company states that 95 per cent of their jobbers have dis
counted their bills and those who did not do so, are sending trade 
acceptances.

Shoes
Shoe manufacturers state that they are now operating with 

sufficient orders ahead to last until the spring. However, the 
strong demand which existed a few months ago and which was 
marked by an inordinate desire to order, regardless of price, is 
lacking. Prices are extremely high and some of the retail con
cerns are curtailing their purchases as they find that the con
sumers are beginning to voice objections.

The raw material market is somewhat easier, as far as the 
supply goes, but prices exhibit firmness. If domestic demand 
declines, leather will probably become less costly, but a decline 
in domestic purchasing would probably be offset by larger buying 
for foreign account.

The labor situation is more settled than for some time past. 
Collections have been excellent, but one firm reports a slight 
dropping off in the prompt payment of accounts.

Silk
The demand for silk goods is unprecedented, both as regards 

quantity and price. The highest grades are in the greatest de
mand and prices show an increase of 40 per cent since June and 
about 150 per cent since 1914, but these extremely high prices 
do not seem to deter buyers.
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Raw materials can be secured with little trouble, but only 
at extremely high prices. There seems to be but small prob
ability of decreases in these materials, unless the popular atti
tude toward silk goods should change. There is a shortage of 
operatives, manufacturers reporting that girls who formerly made 
up a large percentage of their employees, are showing a prefer
ence for work in stores and elsewhere.

Tobacco
Tobacco buyers seem anxious to make purchases and are 

willing to pay advanced prices over those of a few months ago. 
Tobacco dealers feel that good business may be expected for at 
least eight months to come, and that future prices may show in
creases. The foreign credit situation is holding back foreign 
buying.

Cigar sales show substantial gains over a year ago, in fact, 
in much greater proportion than the increase in the cost of cigars. 
Production is being maintained at as high a level as possible, 
but does not seem to be nearly sufficient to meet the demand. 
Higher priced goods are popular and a large manufacturer in
forms us that smokers of 10 cent and 2 for a quarter cigars are now 
almost as numerous as the former 5 cent cigar smoker. Raw ma
terial has been available in sufficient quantities thus far, but there 
is a possibility of scarcity later, as the acreage planted with to
bacco was hardly sufficient to provide for the increased demand.

Wool
Although manufacturers during December are pretty gen

erally engaged with stock taking, the market for wool rules firm 
with prices in the sellers’ favor. The recent Government auctions 
demonstrated the inherent strength of the market. The selec
tions were in many cases of poor values, especially in connection 
with domestic wools, yet the bulk of the stock was taken. Fine 
and one-half blood wools still have the call but the supplies are 
small both in this country and in the London market. Medium 
grades such as one-quarter and three-eighths blood are in greater 
request and business in these grades is improving. It would ap
pear that much wool of medium quality will be used in the heavy
weight season. Recent figures on consumption show a very large 
percentage of one-half and full-blood wools consumed which in
dicates the strength of the demand in spite of the high prices.

10

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



Manufacturers of woolen and worsted yarns and cloths of 
the various kinds have apparently not nearly caught up with the 
demand as yet. Values are high, and production is some
what curtailed by the shorter working day as compared to a 
year ago. The labor situation is also playing its part in holding 
down production, the shortage of help being felt principally in 
connection with the female and juvenile workers. Finer grades 
are wanted on every hand and great difficulty is met with in 
securing sufficient quantities.

Financial
Investment operations of this Bank during the month of 

November show a distinct decrease, the amount being $689,- 
812,000 as compared to $1,155,157,000 in October. This decrease 
is due almost entirely to the substitution of discounts running 
for longer periods in place of a large portion of the 15-day 
paper. The average daily earning assets of the Bank for the month 
amounted to $238,126,000 as compared to $235,140,000 in October.

Operations of the transit department declined somewhat, 
both in regard to the number and amount of checks handled.

Commercial paper has ruled firmer, the general rate being 
6 per cent, with occasional quotations of 53̂  per cent for choice 
names and short maturities. Demand is fairly good, and lately 
paper has been in better supply, though many firms are deferring 
their offerings until after the first of the year when their state
ments will have been issued. Time money on collateral is quiet, 
the rates quoted are 6 per cent and very infrequently 53̂  per 
cent. Call money is in fairly active demand at 6 per cent.
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S T A T E M E N T
Federal Reserve Bank of Philadelphia

RESOURCES Dec. 18, 1919 Month ago Year ago

Gold reserve........................ $137,154,444
506,756

$130,272,046
242,157

$130,044,088
668,195Legal tender, silver, etc. .

Total reserve............ $137,661,200 $130,514,203 $130,712,283

Bills discounted,members:
Secured by Government war

$181 487 417 $182,426,349
27,483,040

4,711,226
19,894,305
1,434,136

$186,027,037*
5,946,019Bills bought in open market

U nited States securities.. 32,538,400 32,510,900 10,334,300

Total earning assets $246,220,083 $236,265,690 $202,307,356

Mutilated and fit notes on 
hand:
Federal reserve notes.......... $12,611,070 $12,034,920 $6,771,955

240,279Federal reserve bank notes. 83,887 372,692
Due from d ep o sita ry  

banks—war loan deposit
52,295,040
98,081,825

5,714,875

25,318,245
91,613,616Uncollected item s............. 72,446,711

All other resources........... 4,150,179 2,525,326

Total resources........ $552,667,980 $500,269,545 $415,003,930

LIABILITIES Dec. 18, 1919 Month ago Year ago

Capital paid i n ................... $7,874,600 $7,850,900 $7,562,300
Surplus. 5,311,336

258,750
5 311,336

Profit and lo ss ................... 269,401 643,279
Government deposits___ 8,255,781 1,595,217 94,251
Due to members—reserve 

account.............................. 92,764,869 111,742,076 94,211,987
Collection items................. 93,013,749 82,962,400 64,293,916

Gross deposits........... $194,034,399 $196,299,693 $158,600,154

Government deposits—
$67,108,648 $26,987,480

Federal reserve notes out-
standing............................ 244,189,715 231,501,465 $236,809,100

Federal reserve bank notes 
outstanding..................... 28,988,000 27,904,000 8,456,100

All other liabilities............ 4,902,532 4,145,270 2,932,997

Total liabilities......... $552,667,980 $500,269,545 $415,003,930

♦Total of bills discounted—items not segregated.
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R E SO U R C E  A N D  L IA B IL IT Y  IT E M S
of member banks

in Philadelphia, Scranton, Camden and Wilmington

A t  the close of business

Dec. 17, 1919 Nov. 14, 1919 Dec. 20, 1918
Tin thousands of dollars—11
L i.e, ooo’s omitted. J1

United States bonds to secure circulation. . ___  $11,397 $11,097 $11,492

Other United States bonds and notes........... ___  42,486 44,142 74,716

Certificates of indebtedness.............................. 43,531 39,567 52,715

Total United States securities owned . . . .  $97,114 $94,806 $138,923

Loans secured by United States securities. ___  105,168 117,065 167,457

All other loans and investments................... 707,109 619,796

Total loans and investments............... $918,980 $926,176

Reserve with Federal Reserve Bank........... ___  62,087 63,734 63,701
Cash in vau lt....................................................... ____  19,576 17,560 22,291
Net demand deposits on which reserve is

computed...................................................____  674,581 675,910 634,332
Time deposits ..................................................... 22,386 18,212
Government deposits........................................ .........  17,100 20,536 47,114

Number of banks reporting............................ 56 56 56

C H A R G E S  T O  D E P O S IT O R S ’ A C C O U N T S
other than banks’ or bankers’ , as reported by Clearing Houses

Dec. 17, 1919
W eeks ending 

Nov. 19, 1919 Dec. 18, 1918
Altoona................................ ...................  $3,319,000 $3,145,000 $2,137,000
Chester................................ ...................  5,213,000 5,011,000 5,388,000
Harrisburg ....................... ...................  4,871,000 4,670,000 6,375,000
Johnstown.......................... ...................  2,999,000 3,616,000 3,190,000
Lancaster .......................... 5,741,000 4,208,000
Philadelphia..................... ...................  420,652,000 370,800,000 294,752,000
Reading.............................. 3,791,000 4,404,000
Scranton ..................... 13,123,000 9,565,000
Trenton.......................... 11,673,000 9,642,000
Wilkes-Barre___ 9,713,000 6,401,000
Williamsport.. . . 4,058,000 3,210,000
Wilmington. 10,330,000 9,317,000
Y o rk ........... 3,982,000 3,345,000

Totals..................... $449,653,000 $361,934,000
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BU SIN ESS IN D IC A T O R S

Dec. 15, 1919
Percentage increase or decrease 

compared with
Previous month Y ear ago

Philadelphia banks:
Loans.......................................................... $740,316,000 —  5 % 0 fc
Deposits..................................................... $669,635,000 —  5 fc +  5 fc
Ratio of loans to deposits................... 111 fc* 114 fo* 116 fc*

Federal Reserve Bank:
Discounts and collateral loans.......... $204,265,000 +  1 % +  27 f>
Cash reserve............................................. 40 fc* 40 fc* 45 fc*
90-day discount rate.............................. * X f c * 4 X f c * 4 X f o *

Commercial paper...................................... 6 % * S X f c * 6 fc*

Nov. 1919

Percentage increase or decrease 
compared with

Previous month Year ago

Bank clearings:
In Philadelphia........................................ $1,918,007,593 —  8 fc + 7 fc
Elsewhere in district.............................. 119,023,534 —  13 % + 15 %

Total clearings.................................... $2,037,031,127 — 9 fc + 8 fc

Building permits, Philadelphia............... $9,468,620 +  96 fc +  1570 fc
Post office receipts, Philadelphia.......... $1,146,572 —  7 fc + 14 fc
Commercial failures in district

(per Bradstreet’s ) .................................. 23 * 22 * 26 *

Latest commodity index figures :
Annalist (food prices only) ............... 289.057 +  3 fc — 1 fc
Dun’s ......................................................... $244,639 +  2 fc + 6 fc
Bradstreet’s ............................................... $20.1756 - f  1 fc + 6 fc

* Actual figures.

This business report 'will be sent regularly to any address upon request.
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ON T HE  H O R I Z O N
Edward N. Hurley, former chairman of the United States 

Shipping Board, predicted some time ago that this country would 
construct 6,000,000 deadweight tons of shipping during 1919 and 
the statement was received with skepticism. Judge Payne, the 
present chairman, now says that deliveries will exceed that figure. 
During the eleven months ending December 1 deliveries aggre
gated 5,818,500 deadweight tons, divided as follows: Steel, 
4,472,000; wood, 1,298,000; composite, 42,000; concrete, 6,500. The 
active construction program on December 2 showed 2,314 vessels, 
of which 2,240 had keels laid, with a deadweight tonnage of 
12,926,486. There were 1,910 ships of that number launched, with 
deadweight tonnage of 10,494,047. A total of 1,674 vessels had 
actually been delivered to the Shipping Board on December 2, 
with a deadweight tonnage of 9,189,236.

It is interesting to know in what way the railway dollar is 
spent. The Bureau of Railway News and Statistics of Chicago 
gives the following analysis:

Labor ...............................................

Where the dollar went 
In 1918 In 1916 

54.06 40.60
Fuel and locomotive supplies .. 11.11 7.45
Material and supplies ................ 14.40 15.77
Loss and damages ....................... 2.02 1.67
Taxes ............................................... 3.87 4.46

Total expenses ......................... 85.46 69.96
Interest ........................................... 8.74 12.48
Rent of leased lines ..................... 2.50 3.96
Betterments ................................... .56 1.83
Available for dividends, reserve 

and surplus ......................... 2.65 11.78

T o ta l............................................. 100.00 100.00

'i?
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John H. Rosseter has submitted a plan to the chairman of the 
Shipping Board which would inaugurate lines of passenger 
steamers under the flag of the United States over all the prin
cipal trade routes of the world. Mr. Rosseter was formerly a 
member of the Shipping Board and has worked out schedules 
covering routes, types of vessels, frequency of sailings, etc. It 
is proposed that the Atlantic routes start from New York, Boston 
and Baltimore, and the Pacific routes from Seattle and San 
Francisco. Why not Philadelphia?

%

A member of a prominent firm of dye importers, who has 
just spent seven months in Germany, stated before a sub-com
mittee of the Senate finance committee that there was a distinct 
overstatement of the amount of dyes now on hand in Germany. 
Many important products are either lacking or are in negligible 
quantities. Factories are trying to resume production, but it is 
a slow process due to lack of raw materials and coal and very 
poor transportation facilities.

A cable despatch to the New York Sun makes the following 
statements with reference to note issues in England: The Treas
ury has issued an order to the Bank of England limiting the 
amount of paper money to be issued next year. So far this year 
the Treasury has put out the equivalent of $1,600,000,000 in paper 
money. That amount has been fixed as the maximum which may 
be issued in 1920. The purpose of the action is to put a brake 
on inflation, lower living costs, and help foreign exchanges.

The Bank of England may be allowed, as usual, to issue its 
own notes, which are backed by gold. Other measures adopted 
include abolition of currency issues by certain banks authorized 
to make such issues under the currency bank notes act of 1914. 
Those banks were permitted to issue paper money during the 
war to prevent currency shortage, but the privilege is to be with
drawn January 1. Scottish and Irish banks are affected par
ticularly.

V

The New York Sun estimated that the wage loss through 
strikes from the beginning of 1919 up to early in December was 
about $723,478,000. The loss to capital is stated to be approxi
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mately $1,266,357,000. Communities in which Industrial Workers 
of the World and other radicals were active suffered the greatest 
losses.

“England is giving credits on the Continent with a liberal 
hand so far as she is able, trying to prevent famine and to help 
Europe to get on her feet, but these small British Isles, although 
they do govern or control a quarter of the population of the 
earth, are not able to go on forever buying material for their 
own people and for the whole of Europe besides.

“Let no American think that the United States can remain 
serene and calm in the belief that she is so far from Europe that 
she will be safe no matter what happens. Unless she rises, and 
rises quickly, to the financial responsibility that rests on her 
shoulders she will be enveloped with all of Europe in a collapse 
that is growing more threatening day by day. Soon or late 
England no longer will be able to buy on credit in America and 
sell on credit to Europe. That time is rapidly approaching, and 
it behooves America to do more than part with her food and 
materials on a cash basis.”—New York Sun.

Charles M. Schwab thinks that prosperity is ahead of us. In 
an address recently delivered before the Pennsylvania Society he 
made the following remarks:

“Right at the outset let me say that I speak as an optimist.
“While the United States produced only 1,000,000 tons of steel 

in 1880, it produced in each of the years 1917 and 1918, approxi
mately 45,000,000 tons. When the United States Steel Corpora
tion was formed eighteen years ago, the annual steel production 
of the country was only 12,000,000 tons, and many believed we 
were then at the zenith of the steel business.

“ My own belief is that we are just as far from the zenith to
day as we were in 1901. There are breakers ahead; there are 
rapids through which we must pass, but I am one of those who 
believe in the future progress of the world, of the United States, 
and of Pennsylvania, and that we are soon to have one of the 
greatest eras of prosperity in all history.”

¥

Labor is short and will be permanently so in this country 
during periods of prosperity according to a leading statistical
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organization. They advise the business world to extend the 
use of machinery for every possible task and to apply efficiency 
methods so as to increase the output per man and to diminish the 
call for hand work. Living costs will be diminished through 
this means.

I S
The Wall Street Journal draws attention to the fact that 

we have lost about one-quarter of the $1,000,000,000 in gold 
that we gained during the war. “ Since the gold embargo was 
lifted, June 7, there has been a steady outflow of gold. For 
the eleven months ended November 30 total exports amount to 
$321,928,300, against total imports of $63,600,000, showing a net 
loss of $257,000,000.

“During November exports of gold amounted to nearly $52,- 
000,000 against imports of $2,300,000, a net loss of nearly $50,- 
000,000.

“Net imports of gold since August 1, 1914, amounted on 
December 1 to $813,000,000 as compared with a net gain of about 
$1,100,000,000 early this year. The record of our gain in gold 
holdings since the beginning of the European war is as follows:

Aug. 1 to Dec. 31, 1914.. 
Jan. 1 to Dec. 31, 1915.. 
Jan. 1 to Dec. 31, 1916.. 
Jan. 1 to Dec. 31, 1917.. 
Jan. 1 to Dec. 31, 1918.. 
Jan. 1 to Nov. 30, 1919..

Imports
$ 23,253,000
451.955.000
685.745.000
553.713.000

61.950.000
63.620.000

Exports
$104,972,000

31.426.000
155.793.000
372.171.000

40.848.000
321.928.000

Excess 
o f Imports

$ 81,719,000*
420.529.000
529.952.000
181.542.000

21 , 102,000
258,308,000*

Totals................................$1,840,236,000 $1,027,138,000 $813,098,000
* Excess of exports over imports.

“ This material loss of our gold holdings partly accounts for 
the tightening credit situation. It is one cause, if not the prin
cipal one, of the gradual diminution of the reserve margin in the 
Federal Reserve system and resulted in bringing the reserve ratio 
recently close to the 40 per cent mark.”

The Secretary of the Treasury announced that the second 
Pan-American Financial Conference has been postponed from 
January 12 to the 19 because of the inability of certain of the dele
gates to reach Washington in time. Inadequate steamship ser
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vice is given as the cause and this problem will receive due at
tention at the conference. Secretary Glass also announced that: 
“The credit situation of the world, international finance, the 
work of the International High Commission, and the international 
regulation of unfair competition will also be considered in a 
thorough manner by the conference and group committees.”

¥

The action of the Senate in passing the Cummins bill for 
the return of the railroads, without change from its original 
form, transfers the task of solving the railroad problem to the 
conference committee which is now in session. This committee, 
which is composed of five members from each House, will find 
its work extremely difficult in view of the divergent provisions 
of the Esch bill, as passed by the House, and the Senate bill. On 
the two fundamental questions of the settlement of labor contro
versies and the return on capital investment, the bills differ 
widely. The Cummins plan would make strikes illegal and limit 
earnings on a pooling basis to a six per cent return. The Esch 
bill suggests voluntary arbitration of industrial disputes and 
makes no change from the pre-war method of distribution of 
profits. Both bills provide for the continuation of guaranteed 
earnings for at least five months and of present rates until 
changed by Federal authority; for the establishment of a Fed
eral revolving fund to meet the financial requirements of the 
roads for the first two years of private operation; and for the 
Federal regulation of capital issues and expenditures. The con
ference committee will be fortunate if it is able to accomplish 
its work within thirty days. The haste with which the Esch 
and Cummins bills were passed renders imperative a careful 
consideration of the entire situation by the conferees in order 
that injustices may be avoided.

'i?

The passage of the Edge bill and the attaching of the Presi
dent’s signature (thus providing for the formation of large finan
cial corporations to finance foreign trade); the likelihood of the 
funding of the annual interest charge of $475,000,000 on the in
debtedness of the Allied Nations to the United States for the 
next three years; the tentative arrangements for a large popular

19

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



loan by England to France; and the improvement in the exchange 
rate on sterling; all contribute to a more optimistic attitude 
toward the foreign trade situation.

The action of President Wilson in stating that he will 
confer, if necessary, the price-fixing powers of the Fuel Adminis
tration upon the special tribunal he has appointed to investigate 
conditions in the bituminous coal fields in order to permit higher 
consumer costs to offset further wage scale advances, means 
that higher fuel prices will not improbably result from the 
findings of the commission.

Our volume of business as measured in dollars during the 
past four years has shown tremendous increases, but a large 
statistical organization makes the very interesting statement that 
an elimination of the increasing price levels shows that there has 
been but little gain in the actual volume of business. They sug
gest caution and conservatism at this time.

¥

William Wood, president of the American Woolen Company, 
gives us some interesting sidelights on the present high cost 
of clothing. “ People will no longer buy cloth made of the 
coarser and consequently cheaper grades (of wool), although 
clothing made from these wools is both serviceable and sound. 
* * * We recently made up a sample of cloth in which coarse 
wool was used in the warp only. The appearance of the sample 
was but slightly different from that made of finer wools. It had in 
a marked degree the smooth, soft texture of fine wool. Its cost 
was considerably less than the fabric made of the finer grades. 
As a cloth it was good, strong and serviceable. Before the war 
it would have sold readily, but we were absolutely unable to 
put it on the market.”

This demand for cloth made of finer wools has resulted in 
great advances on such wools and an actual decrease in the 
prices of coarser wools. Coarse wools are in fair supply, but 
there is a shortage of about 200,000,000 pounds in the world’s 
supply of finer wools.
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