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FEDERAL ADVISORY COUNCIL*

November 15»1920%

MINt!T"S OF IKBTINO
OF

A statutory meeting of the Federal Advisory Council convened 
ia the Federal Reserve Board room, Metropolitan Bank building, Washington,
D, C. on fc.onday, November 15, 1920 at 10:30 A M*

Present: Messrs* James B* Forgan, President, L L Rue, Vice- 
President, Philip Stockton, W S Rowe, J G Brown, Oscar Wells, F 0 Watts,
C T Jaffray, end Merritt H« Grim, Secretary*

Absent: Messrs* A B Kepbum, K F Spinney, R L Ball and A L Hills*

The President called the meeting to order and the minutes of 
ueatings of the Federal Advisory Council held September 20 and 21, and of 
the Bxecutive Committee held September 21, 1920 , copies of which had been 
sent to members, were on motion of Mr Rue approved*

The President stated that in accordance with Governor Harding’ s 
letter dated, October 23, 1920, (copy of which is  hereto attached and made 
a part of these minutos) he had asked eaeh member of the Council to bring 
with him or send a carefully prepared report on conditions in his d istric t; 
that he had received such reports from Messrs* A B Hepburn, E F Swinney, 
and A L Mills, who were unable to attend the meeting, and that having 
received a telegram from Mr Ball stating that he could not attend the meet­
ing he had wired him to send his report, which would undoubtedly be received 
later*

Mr Forgan also stated that he had seen Governor Harding and ha/i 
arranged for the Federal Reserve Board to meet with the Council in joint 
session at eleven o’ clock to receive the reports of the members; also that 
lovemor Harding had asked him to br.ag to the attention of the Council 
the matter of the growing unrest among member banks because they are not 
getting a larger share of the profits of the Federal Reserve banks*
Governor Harding said Congress would undoubtedly be stron&Ly urged to 
provide by amendment to the Federal Reserve Act for a greater distribution  
of the profits of Federal Reserve banks to the member banks and to meet 
this situation he personally suggested the following plan for the con­
sideration of tho Council:

"1* That the present regular dividend of (>% to the 
stockholders of the Federal Reserve banks should continue 

Id be a first charge against therearainge*
2* To pay a similar dividend of on the capital 

stock to the Government's a franchise tax*
3* That the present provision of the law for the 

building up of the surplus funds until they are 100/t of 
the subscribed capitals and thereafter to add to them 10/C 
of th9 net earnings should be continued*Digitized for FRASER 
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F :r ERAL ADVISORY COUNCIL, CONT*

MINUTES OF MEETING
OF

Nov. 15, 1920*

4* After these three provisions have been effected, to 
divide, whatever balance of earnings there may be left, 
after a reasonable deduction for depreciation on real estate, 
between tha government and member banks, xrith the under­
standing that out of the member banks1 share provision will be 
made for all losses and whatever is left of their share shall 
be pro rated among them on the basis of the average reserve 
balances they have carried with the Federal Reserve banka for 
tiie year"*

The members of the Federal Reserve Board having arrived the 
Council went into joint session*

S E C R E T A R Y #
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F e d e r a l  r e s e r v e  b o a r d  

W a s h i n g t o noF the governor

M y  D e a r  M r. F o r g a n :

I have you r letter of the 21st instant, advising that the next 
meeting o f the Federal Advisory C ouncil will be held here on 
M onday, N ovem b er 15th.

T h e  Board feels that it is im portant at this m eeting that there 
should be a discussion o f pratical banking and business matters and a 
free interchange o f views upon the financial and com m ercial situation 
in all o f the Federal Reserve districts. In order that there may be a 
full and free expression o f op in ion  and that there may be an oppor­
tunity o f considering  the general situation in view of the latest 
developm ents, the Board w ill not submit a list of topics for discussion 
at the approach ing m eeting.

T h e  Board feels that it is im portant that there be a m ore 
continuous contact betw een the C ou n cil and itself and therefore 
requests that you  advise the m em bers o f the Federal Advisory C ouncil 
that the Board w ou ld  appreciate a confidential letter at regular inter­
vals— say, on ce  a m on th  —  from  each m em ber, touching upon the 
situation in each Federal R everve district as viewed from  a banker’ s 
standpoint.

V ery truly yours,
W . P. G . H a r d in g , G overnor.

Wa James b. Forgan, president.
federal advisory council 

Chicago, Illinois

October 23, 1920.
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*

MINUTES OF JOINT MEETING 
FEDERAL RESERVE BOARD 

AND THE 
FEDERAL ADVISORY COUNCIL*

November 15*1920*

Present: Messrs. W, p, G. Warding, Governor, Edmund Elatt, Vice- 
Governor, A C Miller, J S Williams, D G Wills, members of the Federal 
R aserve Board, and W W Hoxton, Secretary.

Messrs* James B* Forgan, President, L L Rue, Vice-President,
Philip Stockton, W S Rove, J G Brown, Oscar Wells, F 0 Watts, C T Jaffray, 
nembers of the federal Advisory Council, and Merritt H. Grim, Secretary*

Mr. James B. Forgan, President of the Council, called the meeting 
to crdsr and asked the members of the Council to read their reports on 
conditions in the various Federal Reserve districts* The report* sent in 
by absent merrbers were also read*

After the reading of the reports there was a general discussion*
It was decided that copies of the reports as read should be given to the 
Fsderal Reserve Board and to all Council members*

At one o'clock the meeting adjourned for lunch#

At 2:30 the members of the Federal Reserve Board and the Federal 
Advisory Council resumed its conference at the Metropolitan Club.

The Federal Reserve Board’s policy in regard to discount rates 
»as infomally considered, after which on motion of Mr Rue, seconded by 
Mr fratts the Council voted unanimously that it was in favor of a continuance 
•f the present policy of the Board and that rates current at federal Reserv# 
banks should not be reduced at the present time*

The question of the continuance of the differential rate in favor of 
bond securod paper at Federal ^eserve banks ^as informally discussed and it 
was the consensus of opinion that ultinately such a rate should be dis­
continued*

At 4 o* slock the joint conference adjourned*

S E C R E T A R Y *
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RE^OKTS OF m iW SS  

of

FEDERAL ADVISORY COUNCIL 

to  the  

JOINT CONFERENCE 

o f

FEDERAL RESERVE BANKS A1MD FEDERAL ADVISORY COUNCIL 

held at 

Washington, D.C»

November 15» 1920.
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W h o le s a le  c l o s i n g  dow n o f  i n d u s t r y  and g e n e r a l  c e s s a t i o n  o f o r d e r s  

fo r g c c d s, a c c o m p a n ie d  b y  c o n t in u e d  c a n c e l l a t i o n s  o f  go od s a lr e a d y  o r d e r e d ,

I
are the a lm o s t  u n i v e r s a l  r e p o r t s  r e c e iv e d  fro m  m e rc h a n t s  and m a n u f a c t u r e r s  

in  t h is  t t i s t r i c t *  R e d u c t io n s  i n  p r i c e s  h a v e  so  f a r  done n o t h in g  to  im p ro v e  

demand and h a v e  in d e e d  r e s u l t e d  i n  r e n d e r i n g  b u y e r s  s t i l l  m ore t i m i d .

The r e t a i l e r  se e m s t o  b e th e  m o st h o p e f u l  e le m e n t  i n  th e s i t u a t i o n *

'"here a p p e a rs  to  b e  a  f a i r  dem and f r o m  th e  i n d i v i d u a l  c o n s u m e r, and w h ile  

it  i s  p r o b a b le  t h a t  i n  n u m b e r o f  s a l e s  th e  r e t a i l e r  i s  n o t  h a v in g  h i s  n o rm a l  

b u s in e s s ; n e v e r t h e l e s s  i n  d o l l a r s  th e  l i q u i d a t i o n  o f  r e t a i l e r s ’ s t o c k s  i s  

p ro g re s s in g  s a t i s f a c t o r i l y  w i t h o u t  a s  y e t  s e v e r e  p r i c e  r e d u c t i o n .

U n f o r t u n a t e ly  t h e  r e t a i l e r s  g e n e r a l l y  a r e  c a r r y i n g  a b n o r m a lly  la r g e  

stocks w h ic h  t h e y  h o p e  to  re d u c e  t o  n o r m a l p r o p o r t i o n s  i n  th e n e x t  s i x  w eeks  

and about J a n u a r y  1 s t  i t  i s  e x p e c t e d  t h a t  s w e e p in g  p r i c e  r e d u c t i o n s  w i l l  

re s u lt  in  g e n e r a l l y  i n c r e a s e d  s a l e s  and th e  r e s u m p t io n  o f  n o r m a l b u y in g .

Some r e t a i l e r s  h a v e  e x p r e s s e d  t h e  f e a r  t h a t  th e  dem and f o r  go ods f ro m  th e  

m an u fa ctu re r w i l l  b eco m e s o  g e n e r a l  t h a t  a  s c r a m b le  may e n s u e ,  p o s s i b l y  

enco uraging th e m a n u f a c t u r e r  t o  r a i s e  p r i c e s .  W h e t h e r th e  p u b l i c  w i l l  c o n ­

tinue tc  b u y  e n o u g h  t o  a c c o m p l i s h  th e  f u l f i l l m e n t  of t h e s e  p r e d i c t i o n s  w i l l  

te pro ved  i n  th e n e x t  m o n t h .

V e s n w h ile  th e  s i t u a t i o n  i s  m o s t  d e p r e s s i n g -  Raw m a t e r i a l  p r i c e s  c o n ­

tinue to w e a k e n , w o o l,  c o t t o n ,  h i d e s ,  l e a t h e r ,  g r o u n d  wood p u l p ,  s u g a r  and  

lumber c o n t in u e  t o  p i l e  u r  i n  s t o r a g e  an d  c u t s  i n  p r i c e s  d o n o t  s t i m u l a t e  

®ales.

T here a r e ,  h o w e v e r ,  some e n c o u r a g i n g  f e a t u r e s  -  S a v in g s  d e p o s i t s  h a v e  

n°t d e c re a s e d  i n  s p i t e  o f  u n e m p lo y m e n t . T h e r e  i s  u n d o u b t e d ly  p l e n t y  o f  

W in g  p o w e r a n d  w hen i t  i s  r e a s o n a b l y  s u r e  t h a t  lo w e s t  p r i c e s  h a v e  b e e n

X-2060

pistrict No. 1 (Boston)
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reached a r e v i v a l  i n  i n d u s t r y  i s  c o n f i d e n t l y  e x p e c t e d .  M e a n w h ile  l a b o r  h a s  

improved i n  e f f i c i e n c y  from  25 to  5C% and i s  g e n e r a l l y  re a d y  to  a c c e p t  

lower wages i f  i n d u s t r i e s  c a n  be re o p e n e d .

R a ilr o a d  t r a n s p o r t a t i o n  i s  im p r o v in g  and t h e re  i s  a  s lo w  l i q u i d a t i o n ,  

which h a s e n c o u r a g e d  th e  b e l i e f  t h a t  i n  t h i s  d i s t r i c t  th e  money s t r a i n  i s  

n e a rin g  i t s  e n d . I t  i s  g e n e r a l l y  b e l i e v e d  t h a t  e a s i e r  money c o n d i t i o n s  w i l l  

re viv e  c o n f  id e n c e  an d  h e l p  to  r e s t o r e  n o rm a l t r a d e  c o n d it i o n s  on a  m uch  

s a fe r b a se  th a n  h a s  b e e n  p o s s i b l e  i n  t h e  l a s t  two y e a r s .

^ i l e  n o t  s t r i c t l y  w i t h i n  t h e  s c o p e  o f  a  d i s t r i c t  r e p o r t ,  t h e r e  i s  one  

n a tte r a f f e c t i n g  a l l  d i s t r i c t s  t h a t  I s h o u ld  l i k e  to  h a ve  d i s c u s s e d  at t h i s  

m eeting. While th e  F e d e r a l  E a n k s  h a v e  i n  m o st w ays c o o p e r a t e d  so  a s  to  

obtain th e  a d v a n t a g e s  o f  a  g r e a t  c e n t r a l  b a n k  w i t h  b r a n c h e s ,  i n  one way 

there h a s n o t  b e e n  c o o p e r a t i o n  0 1  a n y  a g re e m e n t as t o  p o l i c y .  T h a t  i s  i n  th e  

d is c r im in a t io n  b y  th e  F e d e r a l  R e s e r v e  B a n k s  o f  som e d i s t r i c t s  a g a i n s t  th e  

re d is c o u n t o f go od c o m m e r c ia l  p a p e r  t h a t  i s  e l i g i b l e  i n  o t h e r  d i s t r i c t s .

In our d i s t r i c t  th e  b a n k e r s  b e l i e v e  i t  i s  v e r y  b a d  p o l i c y  n o t  to  h a v e  a  m ore  

general u n d e r s t a n d in g  an d  a g re e m e n t  b e t w e e n  t h e  o f f i c e r s  and d i r e c t o r s  o f  

Fed eral R e s e rv e  P a n ics i n  th e  d i f f e r e n t  d i s t r i c t s  a s  t o  e l i g i b i l i t y  o f  p a p e r  

fo r r e d i s c o u n t .

T>VILIT> STOCKTON.
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X-2060

The o u t s t a n d in g  f a c t  i s ,  o f  c o u r s e ,  th e tre m e n d o u s slu m p  i n  com m odity  

trices s t i l l  u n d e r  w a y . E r a d s t r o e t  ! s in d e x  n u m b e r chows a  d e c l i n e  o f  2 5 $  

fror. F e b ru a ry  1 s t  t o  N o ve m b e r 1 s t  i n  c o m m o d it ie s  a t  w h o le s a le .  The in d e x  

number o f  th e  New Y o r k  F e d e r a l  R e s e r v e  B a n k  sh o w s a  d e c l i n e  o f o v e r  2 7 $  

from l a s t  A p r i l  to  N o ve m b e r 6 t h ,  an d  t h e i r  s t a t i s t i c i a n  s t a t e s  t h a t  t h e r e  

have been im p o r t a n t  b r e a k s  i n  a  n u m b e r o f c o m m o d it ie s  s i n c e  t h a t  d a t e .

This in d e x  n u m b e r i s  b a s e d  o n  t h e  t w e lv e  m o st im p o r t a n t  b a s i c  c o m m o d it ie s .  

Other in d e x  n u m b e rs h a v e  n o t  f a l l e n  so  f a s t ,  b u t  i t  i s  p r o b a b le  t h a t  th e y  

co n tain  many q u o t a t io n s  w h ic h  d o  n o t  r e p r e s e n t  th e  a c t u a l  m a rk e t f a c t s :  there 

is  a g r e a t  d i f f e r e n c e  b e t w e e n  q u o t e d  p r i c e s  an d  th e  a c t u a l  p r i c e s  w h ic h  a 

large b u y e r  c a n  o b t a i n  i f  h e i s  w i l l i n g  t o  p a y  a c t u a l  c a s h .  I t  i s  easy for 

such a b u y e r  t o  g e t  marked c o n c e s s i o n s  from q u o t e d  p r i c e s .

The g e n e r a l  credit fabric has m et t h i s  a lm o s t  u n p r e c e d e n t e d  shock in a 

g r a t if y in g  way. F e d e r a l  R e s e r v e  E a n k s *  m em ber b a n k s ,  and b u s i n e s s e s  are 

c o o p e ra tin g  l o y a l l y  a n d  e f f e c t i v e l y .  T h e r e  i s  n o  r e a s o n  a t  a l l  to  apprehend 

a banking o r  a m oney panic or t o  a p p r e h e n d  a s i t u a t i o n  ir :  w h ic h  solvent 

b usiness men c a n n o t  b o r r o w  th e  f u n d s  w h ic h  t h e y  n e e d  t o  p r o t e c t  t h e i r  sol - 

vency. T h e re  i s  an i n c r e a s e  i n  t h e  am ount o f p a p e r  t h a t  h a s  h a d  t o  be r e ­

newed ow ing to  i n a b i l i t y  on th e  p a r t  o£ m any b o r r o w e r s  t o  re d u c e  their in­

v e n to rie s . Some go od  o b s e r v e r s  h a v e  th e  i m p r e s s i o n  t h a t  i n v e n t o r i e s  are 

a c t u a lly  i n c r e a s i n g ,  b u t  d a t a  t o  c o n f i r m  t h i s  a r e  in a d e q u a t e .

The g r e a t  b a n k s  i n  t h e  W a l l  S t r e e t  s e c t i o n  i n  New Y o r k  C i t y  h a v e  show n
i

a s u b s t a n t ia l  i n c r e a s e  i n  l o a n s  i n  t h e  l a s t  m o n th . B a n k  lo a n s  on s t o c k  and  

^ond c o l l a t e r a l  c o n t i n u e  to  g o  d o w n , a n d  c o m m e r c ia l  l o a n s  c o n t in u e  t o  i n ­

crease. L o a n s on w a r  p a p e r  a r e  a b o u t  s t a t i o n a r y .  U p s t a t e  b a n k s  h a v e  h a d  to  

lo a n s  i n  c o n n e c t i o n  w i t h  t h e  m i l k  s i t u a t i o n .  T h e p r o d u c e r s  o f

district No. 2 (New York)
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e?apora t e d  h a v e  b e e n  c a u g h t  w i t h  l a r g e  i n v e n t o r i e s  and h a ve  l a r g e l y

stopped p r o d u c t i o n .  T h e  f a n n e r s  h a v e  b e e n  s t a r t i n g  t h e i r  own e v a p o ra t e d  

mi l k  f a c t o r i e s  and h a v e  b e e n  b o r r o w in g  fro m  the b a n k s  h e & v i l y  i n  th e  

process: n o t  m uch b u i l d i n g  i s  r e q u i r e d  i n  t h i s ,  th e p r o c e s s  i s  s im p l e ,  and

I
the im p o rt a n t  t h i n g  i s  t o  c a r r y  th e  p r o d u c t  u n t i l  i t  c a n  b e  s o l d .  B an k  

e x p a n sio n  h a s  o c c u r r e d  i n  c o n n e c t i o n  w i t h  t h i s ,

Titaployment c o n t i n u e s  t o  d e c l i n e  i n  t h e  New Y o rk  D i s t r i c t .  T h e r e  h a s  

been a d e c l i n e  f r o m  th e  p e a k ,  w h ic h  came i n  M a rch  o r  A p r i l  o f  t h i s  y e a r ,  o f  

about 9$> a c c o r d i n g  t c  one o f f i c i a l  r e p o r t .  T h e same r e p o r t  i n d i c a t e s  a  

d e c lin e  o f  2 $  i n  th e  l a s t  m o n th . O t h e r  u n o f f i c i a l  f i g u r e s  w o u ld  s u g g e s t  a  

d e c lin e  o f  p e r h a p s  a s  m uch a s  1 5 $  fro m  t h e  p e a k ,  b u t  t h i s  w o u ld  s t i l l  le a v e  

employment o n ly  a b o u t  5 ^  b e lo w  n o r m a l,  a s  th e  p e a k  w as much ab o ve n o r m a l.

In some i n d u s t r i e s ,  h o w e v e r ,  s u c h  a s  t e x t i l e s  an d  a u t o m o b ile s ,  t h e r e  h a s  

been a d e c l i n e  o f  f r o m  3 0 ^  t o  Uo$ fro m  th e  p e a k  i n  em plo ym ent i n  t h i s  S t a t e ,  

T h e re  h a s  b e e n  a  s t i f f  i n c r e a s e  i n  r e p o r t e d  f a i l u r e s ,  b u t  th e  pub­

lis h e d  f i g u r e s  a r e  n o t  y e t  a b n o r m a l ly  l a r g e .

T h e re  i s  s t i l l  a  f l o w  o f  f u n d s  aw ay f r o m  New Y o rk  C i t y .  C o u n t r y  b a n k s  

co n tin u e  to  b o rro w *  T h e r e  h a s  b e e n  some o u t f lo w  o f  c u r r e n c y  t o  C u b a .

F o r e ig n  e x c h a n g e  r a t e s  h a v e  d e c l i n e d  p r o g r e s s i v e l y ,  th e  e x c h a n g e  m ark e t  

is  n e rv o u s , and t h e r e  i s  l i t t l e  b a s i s  f o r  e x p e c t in g  e a r l y  im p ro v e m e n t.

The s e c u r i t y  m a r k e t  h a s  b e e n  s u b j e c t e d  to  d r a s t i c  c u t s  s i n c e  N ovem ber 

of l a s t  y e a r  an d  i s  s t i l l  r e a c t i o n a r y .  G r e a t  s lu m p s  h a v e  o c c u r r e d  i n  th e  

la s t  month i n  t h e  p r i c e s  o f  common s t o c k s  o f  i n d u s t r i a l  c o r p o r a t i o n s .  R a i l ­

road common s t o c k s ,  f o l l o w i n g  a  r e c e n t  a d v a n c e ,  h a v e  r e a c t e d  som ew h at-  

p r e fe rr e d  s t o c k s  a r e  s t i l l  d e c l i n i n g .  The e d g e  i s  t e m p o r a r i l y  o f f  t h e  bond  

m arket: f o l l o w i n g  a  sh fu rp  r i s e ,  th e  p r i c e s  o f b o n d s  h a v e  becom e s t a t i o n a r y  

*&!» i n  some c a s e s ,  h a v e  d e c l i n e d  s l i g h t l y .  On t h e  o t h e r  h a n d , new  n o t e  

issu e s a r e  b e i n g  a b s o r b e d  e x c e e d i n g l y  w e l l .  T h e r e  h a s  b e e n  an i n c r e a s e  i n

pi strict No. 2 (New York)
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the la st two w e e k s i n  the s a l e s  on B r i t i s h  and D u tc h  a c c o u n t  o f  A m e ric a n  

securities i n  th e  New Y o r k  m a r k e t .

E v e ry  h a n k  s t a t e m e n t  shc-ws t h a t  lo a n s  and d is c o u n t s  a re  g o in g  up* 

while d e p o s it s  a r e  g o in g  dow n, T h i s  i s  s u f f i c i e n t  a n s w e r to  th e  c r i t i ­

cism from  some q u a r t e r s  t h a t  th e  h a n k s  a r e  n o t  p r o p e r l y  t a k in g  c a r e  o f  

the c o m m e rc ia l i n t e r e s t s  o f  th e  c o u n t r y -

H . 3 .  HEPBURN.
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The b u s i n e s s  s i t u a t i o n  i n  th e  T h ii 'd  f e d e r a l  R e s e r v e  D i s t r i c t  ma.y "be 

described a s b e in g  v e r y  " 'b lu e 1' ; m e r c h a n d is e  i s  s t e a d i l y  f a l l i n g  i n  p r i c e ;  

in sorre in s t a n c e s  a s  m uch a s  f r o m  5 0  to  75 Pe r  c e n t ,  w it h o u t  f i n d i n g  p u r­

chasers. " W it h  c o t t o n  f o r  n e x t  m o n t h ’ s  d e l i v e r y  q u o te d  b e lo w  19 c e n t s  a  

pound, r e f i n e d  s u g a r  a t  1 0  c e n t s  and raw  s u g a r  u n d e r  6  c e n t s  a  p o u n d , c o f f e e  

around 7  c e n t s  a  p o u n d , w o o l and s i l k  d e m o r a l iz e d ,  a n d  a  l a r g e  num ber o f  

o t h e r  m a t e r i a l s  a n d  c o m m o d it ie s  s e l l i n g  h e lo w  th e  c o s t  o f  p r o d u c t io n ,  i t  i s  

a q u e s tio n  w h e t h e r  th e  r e a d ju s t m e n t  i n  v a l u e s  h a s  n o t  gone f a r  e n o u g h .*

In  t e x t i l e  l i n e s  th e  o u t l o o k  i s  b a d .  Many m i l l s  w o r k in g  o n ly  o n e - q u a r t e r  

to o n e -h a lf  t im e ,  an d  some c l o s e d  down a l t o g e t h e r .  L e a t h e r  and g la z e d  k i d  

are p a r t i c u l a r l y  b a d -  M a n u f a c t u r e r s  h a v e  l a r g e  s t o c k s  on h a n d , b o t h  raw  and 

f in is h e d ,  w it h  v e r y  f e w ,  i f  a n y ,  b u y e r s .  The r e t a i l  t r a d e  h a s  o n ly  w i t h i n  

the p a s t  fe w  w e e k s  seem ed  r e a d y  t o  make a  r e a d ju s t m e n t  i n  t h e i r  p r i c e s .

Tie m e rch a n ts a r e  new a d v e r t i s i n g  e x t e n s i v e l y ,  o f f e r i n g  t h e i r  s t o c k s  a t  

g rea tly  re d u c e d  p r i c e s ,  e n d e a v o r in g  to  s t i m u l a t e  s a le s *

The p u b l i c  h a s  a p p a r e n t l y  made u p  i t s  m in d  t h a t  i t  h a s  b e e n  h e l d  u p  and  

forced t o  p a y  e x o r b i t a n t  p r i c e s  an d  i s  on a  s t r i k e  a g a i n s t  th e  r e t a i l e r ,  who 

up to t h i s  t im e  h a s  b e e n  u n w i l l i n g  t o  r e d u c e  h i s  p r i c e s ,  and ta k e  th e  l o s s  

on h is  s t o c k *  b u t  h a s  b e e n  t r y i n g  t o  u n lo a d  b e f o r e  th e  r e a d ju s t m e n t  co m e s.

L a b o r i s  m uch m o re  p l e n t i f u l  a n d  e f f i c i e n t ,  p r o d u c i n g  much m ore i n  a  

ia y 's  w o rk ; t r a n s p o r t a t i o n  h a s  im p r o v e d  s o  t h a t  m e r c h a n d is e  i s  m o v in g  m ore  

e x p e d it io u s ly .  T h e P e n n s y l v a n i a  R a i l r o a d  r e p o r t s  t h a t  i t  h a n d le d  t h e  h i g h e s t  

volume o f  f r e i g h t  t r a f f i c  e v e r  t r a n s p o r t e d  on i t s  s y s t e m  d u r i n g  t h e  m onth o f  

October. " R e p o r t s  f r o m  a l l  D i v i s i o n s ,  w h ic h  h a v e  j u s t  r e a c h e d  th e  g e n e r a l  

o ffice s  i n  P h i l a d e l p h i a ,  sh o w  t h a t  d u r i n g  th e  m o n th  a n  a v e r a g e  o f n e a r l y  

-“SCOO lo a d e d  c a r s  p e r  d a y ,  o r  l 6 7 , U 6 l  p e r  w e e k , w e re  f o r w a r d e d  t o  t h e i r  

r '* p e c tiv e  d e s t i n a t i o n s .  T h i s  r e p r e s e n t s  m o re th a n  8 7 0 , 0 0 0  t o n s  o f  f r e i g h t
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3 day» o r o v e r  6 , 0 0 0 , 0 0 0  t o n s  a  w e e k , lo a d e d  on th e  P e n n s y l v a n i a  R a i l r o a d ,

 ̂ 0r a c c e p t e d  b y  i t  f r o m  c o n n e c t i n g  l i n e s .  T h e n e a r e s t  a p p r o a c h  t o  t h e  

figures f o r  O c t o b e r  o f  t h i s  y e a r  w e re  t h o s e  o f  th e  c o r r e s p o n d i n g  m onth  o f  

1 ^ 1 9 , when th e  d a i l y  a v e r a g e  o f  lo a d e d  c a r s  h a n d le d  w as 2 3 , 7 0 0 . "  T h e  

fanner, h o w e ve r, s t i l l  c o m p la in s  o f  h i s  i n a b i l i t y  t o  move h i s  c r o p s  to  

market b e c a u s e  o f  s c a r c i t y  o f  l a b o r  a n d  c a r  s h o r t a g e .

The f i n a n c i a l  s i t u a t i o n  a s  f a r  a s  th e  dem and f o r  m oney i s  c o n c e r n e d  

seems to h a v e  im p r o v e d ,  a lt h o u g h  b a n k  l o a n s  show  b u t  l i t t l e  r e d u c t i o n .  The  

peak a p p a r e n t ly  h a s  b e e n  r e a c h e d .

Seme b o r r o w e r s  h a v e  l i q u i d a t e d  t h e i r  b o r r o w in g s ;  t h i s  i s  p a r t i c u l a r l y  

trie of the m e d iu m - s iz e d  b u s i n e s s  h o u s e s ,  b u t  t h e  l a r g e  c o r p o r a t i o n s  and  

ir.anufacturing c o n c e r n s  a r e  b o r r o w i n g  h e a v i l y ,  g o o d s h a v i n g  b a c k e d  u p  on  

then; b e cau se  o f l a c k  o f  o r d e r s  a n d  h e a v y  c a n c e l l a t i o n s *

I t  i s  l i k e l y  t h a t  a  f r e s h  dem and f o r  m oney w i l l  o c c u r  w hen th e  n e x t  

quarter o f t a x e s  a r e  d u e  i n  D e c e m b e r,

A lt o g e t h e r ,  we w o u ld  s a y  t h a t  b u s i n e s s  ond f i n a n c i a l  c o n d i t i o n s  a r e  

far from s a t i s f a c t o r y  and t h a t  t h e  J a n u a r y  s t a t e m e n t s  o f  b u s i n e s s  c o n c e r n s  

are go ing to  show  h e a v y  i n v e n t o r i e s  and i n c r e a s e d  d e b t s ,  w i t h  l o s s e s  on  

account o f h e a v y  s h r i n k a g e  i n  v a l u e s -  B u s i n e s s  h o u s e s  who h a v e  m uch com m er­

c ia l p a p e r o u t t h r o u g h  n o t e  b r o k e r s  a r e  l i k e l y  t o  e x p e r i e n c e  d i f f i c u l t y  

to renewing t h i s  p a p e r  w h e n  t h e i r  n e w  s t a t e m e n t s  a r e  e x h i b i t e d .

T,. L .  RUF
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pistrict No. U (Cleveland)

The F o u r t h  F e d e r a l  R e s e r v e  D i s t r i c t  h a s  m any and d i v e r s i f i e d  i n d u s t r i e s ,

^  except f o r  s owe s e a s o n a l  a c t i v i t y ,  t h e  dem and f o r  c r e d i t  may b e s a i d  to  

t0  f a i ^ y  c o n s t a n t -

The e x p a n s io n  o f  B a n k  c r e d i t  i n  t h e  p a s t  y e a r  h a s  b e e n ,  i n  some m e a s u r e ,  

caused by c a p a c i t y  o p e r a t i  n  o f  P l a n t s ,  w h ic h  h a v e  b e e n  l a r g e l y  e x p a n d e d .

The o r d e r s  n e c e s s a r y  t o  r u n  t h e s e  P l a n t s  w e re  i n  h a n d  u n t i l  q u i t e  r e -

I
cently» when c a n c e l l a t i o n s  b e g a n  an d  n ew  o r d e r s  w e re  l a r g e l y  h e l d  u p ;  m an u­

facturers, h o w e v e r,  r e p o r t  some e x c e l l e n t  inanities, w h ic h  a r e  a s  y e t  u n ­

closed- s’h e r e  n e w  b u s i n e s s  h a s  b e e n  c l o s e d  i n  i r o n ,  s t e e l  an d  m a c h in e r y ,

1
p ric e s  h a ve  b e e n  c u t  b y  t h e  s u c c e s s f u l  s e l l e r  o r  m a n u f & c t u r e r . I n  m any  

m an u fa ctu rin g  e s t a b l i s h m e n t s  t h e  w o r k in g  h o u r s  f o r  t h e  w e e k  h a v e  b e e n  r e ­

duced fro m  t w e n ty  ( 2 0 )  t o  t h i r t y  ( 3 0 )  p e r c e n t ,  i n  o r d e r  t o  p r o l o n g  w o r k  a n d  

avoid l o s i n g  good m en; i n  th e  l a r g e  e s t a b l i s h m e n t s ,  h o w e v e r ,  i n  c e r t a i n  i n -  

d u s t rie s  some D e p a r t m e n t s  h a v e  b e e n  s h u t  d o w n , an d  th e  o p e r a t i o n  o f  o t h e r s  

reduced, s o  t h a t  m an y h a v e  b e e n  t h ro w n  o u t  o f  e m p lo y m e n t -  C o l l e c t i o n s  a r e  

g e n e ra lly  r e p o r t e d  s l o w ,  a n d  N o t e s  a n d  A c c e p t a n c e s  a r e  b e i n g  o f f e r e d  f r e e l y  

by d e b to rs  i n  p l a c e  o f  c a s h ;  M an y o f  t h e  f a r m e r s ,  i n s t e a d  o f p a y i n g  o u t ,  

are a s k in g  f o r  a d d i t i o n a l  c r e d i t  t o  b u y  l i v e  s t o c k ,  a n d  e x p e c t  t o  co n su m e  

th e ir  p r o d u c t s  b y  f e e d i n g  th e m , h o p i n g  t h e y  w i l l  g e t  m ore i n  t h i s  w a y .

The lu m b e r p e o p l e  r e p o r t  a  q u i e t  b u s i n e s s .  Some lu m b e r  i s  b e i n g  o f f e - e i .  

j  to d e a le r s  a t  c o n s i d e r a b l y  r e d u c e d  p r i c e s ;  t h e y  a r e ,  h w e v e r ,  u n w i l l i n g  t o  

take on a d d i t i o n a l  s t o c k s ,  u n l e s s  i t  i s  a  s p e c i f i c  m a t e r i a l  f o r  w h i c h  t h e r e  

\ is  an im m e d ia te  o r d e r  i n  h a n d .

In  th e  B u r l e y  t o b a c c o  D i s t r i c t ,  t h e  n o n - r e s i d e n t  b u y e r s  a r e  p r o p o s i n g  

J g iv e  A c c e p t a n c e s  i n  p l a c e  o f  c a s h ,  a s  h e r e t o f o r e .  T h e  f i g u r e s  a r e  s o

t h a t  th e  B a n k s  w i l l  b e  o b l i g e d  t o  r e - d i s c o u n t  w i t h  th e  F e d e r a l  R e s e r v e  

and w it h  t h e i r  C i t y  c o r r e s p o n d e n t s .
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The detrand f o r  t o a l  h a s  i n  th e  p a s t  fe w  w ee ks g r e a t l y  s la c k e n e d ,  due  

no dcubt to th e  p r o s p e c t  o f  d e c r e a s e d  w o r k in g  h o u r s ,  and a  f a i r  amount c f  

s u p p lie s  on h a n d , "based on f u l l  w o r k in g  t im e .  P r i c e s  h a v e  d ro p p e d  t h i r t y  

to f o r t y  p e r  c e n t *

D is tr ic t  No. k (C le v e la n d )

*•2- X-20 60
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^ s t r i c t  No. 5 (R ic h m o n d )

The F i f t h  D i s t r i c t  i s  l a r g e l y  a g r i c u l t u r a l .  The m ore i n d u s t r i a l  and  

-oitfrercial s e c t i o n s  f i n d  t h e i r  m a rk e t  i n  t h e  f a r m in g  d i s t r i c t ,  an d  a r e  

i i r e c t ly  a f f e c t e d  b y  c o n d i t i o n s  t h e r e *

Crops h a v e  b e e n  u n i v e r s a l l y  g o o d , th e  w e a t h e r  f i n e  f o r  h a r v e s t i n g ,  b u t  

prices d i s a p p o i n t i n g .  T h e  w ave o f  p r o s p e r i t y  f o l l o w i n g  th e  h i g h  p r i c e d  c r o p s  

of la s t  y e a r  l e d  o u r  p e o p le  t o  p r o d i g a l i t y  i n  e x p e n d it u r e s  and t h e y  h a v e  

apparently th o u g h t i t  i m p o s s i b l e  f o r  p r i c e s  to  r e c e d e  a g a i n .  Now t h a t  r e ­

cession has o c c u r r e d ,  a lt h o u g h  f r o m  n a t u r a l  c a u s e s ,  th e  i m p r e s s i o n  seem s  

to p r e v a il  l a r g e l y  t h a t  t h e r e  h a s  b e e n  c o m b in a t io n  som ew here t o  p r e v e n t  th e  

fareer fro m  r e a p in g  t h e  f r u i t s  o f  h i s  t o i l ,  a n d  t h a t  i n  t h i s  t o  some e x t e n t  

the F e d e ra l R e s e r v e  B a n k s  h a v e  p a r t i c i p a t e d .

In  to b a c c o  s e c t i o n s  t h e r e  i s  some im p ro v e m e n t .  The f a r m e r s  a r e  r e a l i z i n g  

that i f  b u s i n e s s  s t a r t s  u p  t h e y  m u s t  s e t  th e  b a l l  i n  m o t io n  b y  m a r k e t in g  t h e i r  

products, w h e th e r  p r i c e s  a r e  a l l  t h a t  c o u l d  b e  d e s i r e d  o r  n o t-.

Cotto n p r i c e s  a r e  s o  lo w  t h a t  n o  o n e w i l l  s e l l ,  a n d , in d e e d ,  i f  o f f e r e d  

in la rg e  q u a n t i t i e s ,  t h e r e  w o u ld  b e  n o  m a r k e t -  T h e  m i l l s  a r e  r u n n in g  a b o u t  

half t iic e . T h e y  h a v e  n o  a d v a n c e  o r d e r s .  T h e y  c a n n o t  b o r r o w  m oney f o r  s t o r i n g  

the raw m a t e r i a l  o r  m a n u f a c t u r e d  p r o d u c t ,  e v e n  i f  s o  i n c l i n e d .

There i s  p r a c t i c a l l y  n o  b u i l d i n g .  L u m b e r y a r d s  a r e  h e a v i l y  s t a c k e d  and  

are w ith o u t o r d e r s .

t a b o r  c o n d i t i o n s  a r e  l e s s  s t r a i n e d ,  m any i n d u s t r i e s  a r e  l a y i n g  o f f  h a n d s ,  

labor i s  p l e n t i f u l  b u t  i n e f f i c i e n t ,  w a g e s  b e i n g  r e d u c e d .

The m a rk e t f o r  r e a l  e s t a t e ,  i n v e s t m e n t  s e c u r i t i e s ,  e t c * ,  v e r y  a c t i v e  

^ ' i l  r e c e n t ly ,  i s  l a r g e l y  c u r t a i l e d ,  l a n d s  s t i l l  h i g h  b u t  n o  c h a n g i n g  h a n d s .

C o l l e c t i o n s  s lo w ,  som e f a i l u r e s  a n d  m o re  w o u ld  e n s u e  i f  s e t t l e m e n t s  w e re  

ge nerally d em an de d. T h e r e  i s ,  h o w e v e r ,  a  s p i r i t  o f  c o - o p e r a t i o n  a n d  e v e r y b o d y  

s a t i s f i e d  t h a t  p r e s e n t  c o n d i t i o n s  c a n n o t  b e  l o n g  p r o t r a c t e d  a n d  t h a t  a
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country as p r o d u c t iv e  a s  o u rs  m u s t b e  f u n d a m e n t a lly  s o u n d .

The b a n k s a r e  g e n e r a l l y  u r g i n g  l i q u i d a t i o n  b u t  a r e  i n c l i n e d  to be l e n i e n t .  

Thay a re  g r a n t in g  s h o r t  e x t e n s io n s  w i t h  h o p e o f  g r a d u a l  c u r t a i l m e n t .  They a r e  

seeking no new l o a n s .  T h e y  r e a l i z e  t h a t  w it h o u t  some movement o f  th e  c r o p s  

and some re p a y m e n t s ,  f u n d s  c a n n o t  b e f u r n i s h e d  f o r  h o l d i n g  c r o p s  o r  f o r  o t h e r  

purposes. Many o f  th e b a n k s  t h e m s e lv e s  a r e  b o r r o w in g  e x c e s s i v e l y .

Our p e o p le  g e n e r a l l y  d o  n o t  u n d e r s t a n d  w hy, w i t h  good c o l l a t e r a l ,  th e y  

cannot b o rro w  a l l  t h e y  w a n t ,  n o r  w hy t h e r e  s h o u ld  b e  a  s h o r t a g e  o f  c a s h .  A 
prominent c i t i z e n  a s k e d  a  fe w  d a y s  a g o , i n  a l l  s e r i o u s n e s s  -  What h a s  becom e  

of a l l  the m oney? W here i s  th e  G o ve rn m e n t p r i n t i n g  p r e s s ?  Why c a n n o t  th e y  

p rin t s u f f i c i e n t  t o  t a k e  c a r e  o f  th e  c r o p s ?

The f a r m e r s  h a d  p l e n t y  l a s t  w i n t e r .  T h e y  s p e n t  l a v i s h l y -  T h e y  h a v e  

borrowed t o  make t h e i r  c r o p s .  T h e y  now  s e e  n o  r e a s o n  why t h e i r  p r o d u c t s  

should n o t  b e r e a d i l y  m a r k e t e d  an d  n o t  a fe w  a r e  i n d i f f e r e n t  a s  to  w h e t h e r  

th e ir d e b ts  a r e  p a i d  o r  n o t .

In  th e l a s t  t e n  d a y s  o f  O c t o b e r ,  lo a n s  to  m ember b a n k s  i n  th e  5 t h  

D is t r ic t  w e re  c u r t a i l e d  e v e r y w h e r e  e x c e p t  i n  N o r t h  and S o u th  C a r o l i n a ,  b e in g  

reduced fro m  1 3 6  m i l l i o n s  t o  1 3 2  m i l l i o n s .  O ur F e d e r a l  R e s e r v e  B a n k  i s  now  

borrow ing 1 0  m i l l i o n  d o l l a r s ,  a lt h o u g h  a t  one t im e  i t  was b o r r o w in g  3 0  

m illio n s .  I n  b o t h  t h e  F e d e r a l  R e s e r v e  an d  S t a t e  B a n k in g  s y s t e m s  some b a n k s  

are u n c o m fo rt a b ly  e x p a n d e d  a n d  t h e a t ,  a s  w e l l  a s  some c o m m e r c ia l  h o u s e s ,  n e e d  

C areful a t t e n t i o n .

Low er p r i c e s  a r e  b e g i n n i n g  t o  b e  n o t i c e a b l e  b u t  th e  t>eo p le  seem  l i t t l e  

in c lin e d  to  b u y .  T h e r e  i s  a  l a r g e  c l a s s  who h a v e  an i d e a  t h a t  i n  e m e r g e n c ie s

the p r e s e n t ,  th e  G o v e rn m e n t s h o u l d  t a k e  c a r e  o f  them . T h i s  f e e l i n g  seem s  

p r e v a i l  t h r o u g h o u t  th e  c o u n t r y  an d th e  s o o n e r  we g e t  away fro m  i t  th e  b e t t e r -

J O S .  G - BROWN.
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D i s t r i c t  N o. 6  ( A t l a n t a )

In  o r d e r  to  o b t a in  a  c o m p o s it e  p i c t u r e  o f c o n d it io n s  i n  o u r d i s t r i c t  a t  

th is  tim e, I  a d d r e s s e d  a  c o m m u n ic a t io n  t o  b a n k e r s  i n  th e  v a r i o u s  f i n a n c i a l  

c e n te rs  lo c a t e d  t h e r e i n .  I  f i n d  p r e t t y  much th e  same s t o r y  co m in g  fro m  

Tennessee t h a t  i s  t o l d  i n  L o u i s i a n a ,  th e s e  r e p r e s e n t i n g  th e  ex tre m e  e n d s o f  

the d i s t r i c t .  'The o n ly  v a r i a t i o n  i n  t h e  t e l l i n g  o f  i t  i s  th e  d i f f e r e n c e  i n  

the co m m o d itie s  i n v o l v e d .  T h e c o n d i t i o n  o f  th e  c r o p  v a r i e s  som ew hat fro m  a  

poor y i e l d  to  a  f a i r  one b u t  th e  m a rk e t  c o n d i t i o n s  a r e  v e r y  much th e same 

whether i s  b e  th e  p r o d u c t s  o f  th e  t e x t i l e  m i l l s  i n  T e n n e s s e e ,  th e  lu m b e r o f  

F lo r id a ,  th e  r i c e  o f  L o u i s i a n a  o r  t h e  c o t t o n  o f  G e o r g ia .  The o n ly  n o t a b le  

e x c e p tio n  i s  th e  a n t i c i p a t e d  c r o p  o f  a n n u a l t o u r i s t s  to  F l o r i d a  w h ic h  w i l l  

irature m ore r a p i d l y  b e y o n d  T h a n k s g i v i n g .  F l o r i d a  i s  f u r t h e r  f a v o r e d  b y  th e  

la r g e s t  c i t r u s  f r u i t  c r o p  i n  i t s  h i s t o r y  and th e  n a v a l  s t o r e s  i n d u s t r y  i s  

re po rted  t o  b e  i n  a  p r o s p e r o u s  c o n d i t i o n .  T e n n e s s e e  i s  c a r r y i n g  a  c o n s i d e r a b l e  

volume o f  b o t h  c o t t o n  a n d  t o b a c c o  o v e r  f r o m  l a s t  s e a s o n  as w e l l  a s  s u f f e r i n g  

from a s t a g n a n t  m a r k e t  o f  th e  p r e s e n t  c r o p .  I  was s u r p r i s e d  to l e a r n  fro m  

one o f my c o r r e s p o n d e n t s  t h a t  some c o t t o n  o f  th e  b e s t  g ra d e  h a d  s o ld  r e c e n t l y  

at 1 7 |  c e n t s .

In  M i s s i s s i p p i  th e  lu m b e r  i n d u s t r y  i s  i n  a  c o n d i t i o n  o f p r o s t r a t i o n  and  

her lo n g  s t a p l e  c o t t o n ,  th e  p r i d e  o f  h e r  p r o d u c t i o n ,  i s  n o  b e t t e r  o f f  a s  to  

demand th a n  i t s  s m a l l e r  3ister o f  t h e  s h o r t  s t a p l e  v a r i e t y .  A c o t t o n  p r o d u c e r  

of the d e l t a  c o u n t r y  t o l d  me r e c e n t l y  t h a t  h e  h a d  made th e  m o st b e a u t i f u l  

*faite c o t t o n  t h a t  h e  h a d  e v e r  s e e n ,  p i c k e d  an d g in n e d  w it h o u t  r e c e i v i n g  a  d ro p  

of r a in ,  th e  sam e k i n d  o f  c o t t o n  w h ic h  l a s t  y e a r  b r o u g h t  9 7 1  p e r  p o u n d  b u t  

which t h i s  y e a r  c o u l d  n o t  b e  s o l d  a t  UO c e n t s .  He m a in t a in s  t h a t  t h i s  i s  u n d e r  

the c o s t  o f  p r o d u c t i o n *

In  L o u i s i a n a  th e  p r o b le m  o f  s lo w  l i q u i d a t i o n  o f c o t t o n  lo a n s  i s  b e in g  

shared, and b e s i d e s  th e  s u g a r ,  r i c e ,  an d  t im b e r  p r o d u c t i o n  h a v e  t h e i r  own 

A rd e n s .  T h e s u g a r  a c r e a g e  i s  g r e a t e r  t h a n  u s u a l  an d  w h i le  t h e r e  a r e  n o
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indications o f  p r o f i t  to  th e  p l a n t e r ,  t h e re  w i l l  p r o b a b ly  be a  f a i r  demand a t  

prices s u f f i c i e n t  to  l i q u i d a t e  th e c o s t  o f  p r o d u c t io n .  The r i c e  c r o p  w i l l  

reach the voluir.e o f  a b o u t  1 3 » 0 0 0 ,0 C 0  p o c k e t s  i n  th e  U n it e d  S t a t e s  o f  w h ic h  

about two t h i r d s  m u st f i n d  a  m a rk e t  ab ro a d *  th e  a v e ra g e  p r i c e  l a s t  y e a r  was 

around 11 c e n t s  w h i l e  t h i s  y e a r  i t  w i l l  b e  abound 5 c e n t s .  The s a w m il ls  a re  

clo s in g  down a s  i n  o t h e r  s e c t i o n s  o f  th e  lu m b e r b e l t *  I n  G e o r g ia  th e  c h i e f  

cause o f f i n a n c i a l  c o n c e r n  i s  i n  t h e  s t a t u s  o f  th e  c o t t o n  c r o p .  The b o l l - w e e v i l  

has done h i s  w o r s t  t h e r e  t h i s  y e a r .  T h e d i s p o s i t i o n  to h o ld  b y  th e p r o d u c e r  i s  

quite m a rk e d » I n  t h a t  s t a t e  a s i n  o t h e r  p a r t s  o f  th e c o t t o n  a r e a ,  e v e n  i f  th e  

producer w o u ld  s e l l  t h e r e  i s  b u t  l i t t l e  demand due to  th e d e ra n g e d  c o n d i t i o n  

of the e x p o r t  m a rk e t*

In  A labam a th e  c o n d i t i o n s  sire  m uch th e  same a s  i n  G e o r g ia  e x c e p t  to  th e  

extent t h a t  t h e y  may h e  c h a n g e d  b y  th e  i n d u s t r i a l  p r o d u c t i o n .  T h e re  i s  a s lo w ­

ing up h o w e v e r i n  t h e  dem and f o r  p i g  i r o n  an d s t e e l  p r o d u c t s  and i n  th e  manu­

facture of m a c h in e r y .  T h e s e  a r e  a l l  b e i n g  som ew hat a f f e c t e d  b y  th e Cuban  

moratorium*

The m e r c a n t i l e  c o n d i t i o n s  i n  t h e  S i x t h  D i s t r i c t  a re  n o t  m a t e r i a l l y  

d iffe re n t  fro m  t h o s e  i n  o t h e r  d i s t r i c t s  u n l e s s  i t  b e  t h a t  b e c a u s e  o f  th e re ­

moteness o f  th e m e r c h a n t s  t h e r e i n  f r o m  l a r g e  m e r c h a n d is e  c e n t e r s ,  t h a t  p r i c e  

reductio n s a r e  m uch  s lo w e r *  N o t w it h s t a n d in g  t h e s e  a d v e r s i t i e s ,  t h e r e  e x i s t s  a  

very d e te rm in e d  a n d  c h e e r f u l  a t t i t u d e  to w a rd  th e  p r o b le m s  o f  b u s i n e s s  t h ro u g h o u t  

the D i s t r i c t .  T h e b a n k e r s  t o g e t h e r  w i t h  t h o s e  o f  o t h e r  p a r t s  o f  th e  S o u th  a re  

in d u s t r io u s ly  e n g a g e d  i n  o r g a n i z i n g  t h e  F e d e r a l  I n t e r n a t i o n a l  B a n k in g  Company 

to be lo c a t e d  a t  New O r l e a n s .  T h i s  w i l l  b e  u n d e r  th e  Edge A c t  an d w i l l  h a v e  a  

®inimum c a p i t a l  o f  s i x  m i l l i o n s  o f  d o l l a r s .

OSCAR WELLS
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In general, the business conditions in this District have 
continued to follow the course which began earlier in the year* In 
various basic commodities., price recessions have continued as indicated 

by the various index numbers that have been published. According to 
Bradatreet’s index, the total decline since May 1st is IS,5 Per cent.

The prices of textiles and hides have been especially affeated, and 

there has been also a marked decline in the prices of chemicals and 

automobiles* On the other hand, tne prices of iron, steel, coke, coal 

cement and glass show little change.

How far retail prices have been affected by the undoubted re­

duction in the wholesale prices of many commodities, it is difficult to 

state. To be sure, the United States Bureau of Labor Statistics pub­

lishes monthly index numbers of retail prices, which show a decline from 

the record high point of 215 in July to 203 in August, but these index 

numbers cover only articles of food.. 22 in number. The large mail order 

houses have all announced reductions in prices, chiefly on account of 

the fact that most of them were overstocked and felt compelled to liqui­

date and stimulate the sales which have declined considerably. One mail 

order house (Sears RoebucJfc & Company) states that its sales for October 

showed a decline of kO per cent from the same month last year. Another
•»

large mail order house (Montgomery Ward & Company) reports that its sales 

for October, 1920, showed a decrease of 37*9 Per cent from October, 1919. 

A similar situation is indicated by the reports of other large retailers, 

can, therefore, be taken for granted that liquidation is continuing.

It cannot be expected that there will be any permanent changes in 

^ny commodities until wages also decrease from their present high point.

X~2060
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In t h i s  r e s p e c t  t h e r e  h a s  b e e n  very little c h a n g e , th o u g h  u n d o u b t e d ly  

w it h in  th e  n e x t  m o n th s some a d ju s t m e n t s  will t a k e  p l a c e .  I n  t h i s  

c o n n e c tio n  one o f t h e  l a r g e  s t e e l  c o m p a n ie s , s i t u a t e d  c h i e f l y  i n  

Chicago, a n n o u n c e d  on O c t o b e r  26 t h a t  i t  w as l a y i n g  o f f  1 , 0 0 0  men. S t i l l  

nora r e c e n t l y  i t  w a s a n n o u n c e d  i n  th e  d a i l y  p r e s s  t h a t  a n  a g re e m e n t had  

been s ig n e d  i n  t h e  b u i l d i n g  t r a d e s  o f  C h ic a g o  t o  a r b i t r a t e  a l l  d is p u t e s  

a r i s i n g  b e fo re  May 1 ,  1 9 2 2 .  A t t h e  same t im e , t h e  u n io n s  made a w r i t t e n  

prom ise n o t t o  a s k  for h i g h e r  w a g e s  a t  t h e  e x p i r a t i o n  o f  p r e s e n t  c o n ­

t r a c t s .  A l l  t h i s  g i v e s  r i s e  t o  a  b e l i e f  t h a t  w a g e s w i l l  f o l lo w  a d j u s t -  
v

ments i n  p r i c e s ,  t h o u g h  i t  may be som ew hat s l o w l y .

As r e g a r d s  t h e  g r a i n  s i t u a t i o n ,  t h e  c o r n  c r o p  i s  th e  h ig h e s t  

in  f o u r t e e n  y e a r s ,  a n d  w i t h  f o u r  e x c e p t i o n s  th e  b e s t  i n  t w e n t y - e ig h t  

y e a rs. I t  w i l l  a m o u n t t o  o v e r  3 * 0 0 0 , 0 0 0 , 0 0 0  b u s h e ls ,  w h ic h  i s  r o u g h ly  

2 1 ^ 0 0 0 , 0 0 0  b u s h e l s  $ o r e  t h a n  i n  1 9 1 9 *

The w h e a t c r o p  o f  1 ^ 2 0  i s  som ew hat s m a l l e r  t h a n  l a s t  y e a r ’ s ,  

the f i g u r e s  b e in g  r o u g h l y  7 5 ^ , 0 0 0 , 0 0 0  b u s h e l s  a s  a g a i n s t  $ ‘4 0 , 0 0 0 , 0 0 0  

b u s h e ls . The d i f f e r e n c e ,  h o w e v e r ,  i s  a lm o s t  made up by a  c a r r y - o v e r  

am ounting to  o v e r  1 5 0 , 0 0 0 , 0 0 0  b u s h e l s .

The o a t c r o p  i s  a l s o  l a r g e ,  b e i n g  a b o u t  1 , ^ 4 , 0 0 0 , 0 0 0  b u s h e ls ,  

which i s  1 5 6 , 0 0 0 , 0 0 0  b u s h e l s  m o re  t h a n  l a s t  y e a r  an d  2 9 > 0 0 0 ,0 0 C  b u s h e ls  

above th e  a v e r a g e  f o r  t h e  l a s t  t e n  y e a r s .

As a  r e s u l t  o f  t h e  s i z e  o f  t h e s e  c r o p s  a n d  p a r t l y  due t o  g e n e r a l  

c o n d it io n s , p r i c e s  h a v e  r e c e d e d *  O w in g  t o  t h e s e  lo w e r  p r i c e s  t h e  f a r m e r s  

have t h r e a t e n e d  t o  w i t h h o l d  t h e i r  c r o p s  u n t i l  a  h i g h e r  p r i c e  c a n  b e o b ta in e d *  

The e f f e c t  o f  t h i s  w a s  n o t i c e a b l e  f o r  so m e tim e  e s p e c i a l l y  i n  t h e  S o u th w e s t  

but more r e c e n t l y  s h ip m e n t s  o f  g r a i n  t o  t h e  p r im a r y  u ia r k e t s  h a v e  v e r y  c o n ­

s id e ra b ly  i n c r e a s e d  a n d  a r e  now up t o  n o rm a l*  The b r i g h t  p r o s p e c t s
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in  the S o u th w e st f o r  n e x t  y e a r ' s  c r o p s  n a ve  a p p a r e n t ly  had th e  p s y c h o l o ^ c  

a f f e c t  on th e  f a r m e r s  t h e r e  o f in d u c i n g  them t o  l e t  t h e i r  g r a i n  go a t  

current n a r k e t  p r i c e s *  W h ile  t h ro u g h o u t  th e  N o rth w e s t th e  b a n k s

have e x e r t e d  t h e i r  i n f l u e n c e  t o  in d u c e  o r  e n f o r c e  l i q u i d a t i o n  a p p a r e n t ly  

w ith  come s u c c e s s .

The s i t u a t i o n  i n  t h e  c a t t l e  b u s i n e s s ,  on t h e  o t h e r  h a n d , i s  r e a l l y

a s e r io u s  o n e . A t t h e  p r e v i o u s  j o i n t  m e e t in g  o f th e  F e d e r a l  R e s e r v e

Board and t h e  F e d e ra l.  A d v is o r y  C o u n c i l ,  a  co m m itte e  a p p e a re d  t o  p r e s e n t

the s i t u a t i o n  i n  r e g a r d  t o  t h e  c a t t l e  r a i s i n g  i n d u s t r y .  The c o n d it io n s

then d e s c r i b e d  h a v e  n o t  im p r o v e d ,  b u t  t h o s e  i n t e r e s t e d  i n  th e  l i v e  s t o c k

in d u s t ry  o f t h e  c o u n t r y  now r e a l i z e  t h a t  n e i t h e r  t h e  g o ve rn m e n t n o r  th e

F e d e ra l R e s e r v e  B a n k s  c a n  r e n d e r  a d d i t i o n a l  a i d .  They h a v e  t u r n e d  to  t h e

la r g e r  b a n k s  t o  r e l i e v e  some o f  t h e  d a n g e r s  t o  t h e  i n d u s t r y ,  a n d  i t  i s

now p ro p o s e d  t o  h a v e  a  g ro u p  o f b a n k s  s i t u a t e d  i n  C h ic a g o ,  New Y o rk ,

Boston, Omaha, K a n s a s  C i t y ,  M i n n e a p o l i s  a n d  S t .  P a u l,  u n d e r w r it e  a  fu n d

of a p p r o x im a t e ly  $ 3 0 , 0 0 0 , 0 0 0  b y  m ean s o f w h ic h  s m a l l e r  a n d  w e a k e r b a n k s

nay be a id e d  i n  c o n t i n u i n g  t o  c a r r y  p a p e r  s o l d  t o  them by i n t r i n s i c a l l y

sound c a t t l e  l o a n  c o m p a n ie s .  T h e C h ic a g o  b a n k s  h a v e  a l r e a d y  a g re e d  t o

r a n n e r
u n d e rw rit e  $ S „ 0 0 0 , 0 0 0  o f t h i s  a m o u n t. I t  i s  h o p e d  i n  t h i s  to

help th e  s i t u a t i o n ,  e s p e c i a l l y  i n  t h e  s t a t e s  o f M o n tan a, Id a h o ,  Wyoming 

in d  th e D a k o t a s .

I t  m ust be n o t e d  a s  a  s u r p r i s i n g  f a c t ,  t h a t  i n  s p i t e  o f th e  

s t r in g e n c y  i n  t h e  m oney m a r k e t ,  t h e r e  h a s  b e e n  no d i f f i c u l t y  i n  f l o a t i n g  

new is s u e s  o f  s e c u r i t i e s .  To b e  s u r e ,  i n  a l l  c a s e s  t h e  r a t e s  o f  i n t e r e s t  

m d th e t e rm s  o f  t h e  i s s u e s  h a v e  b e e n  u n u s u a l l y  a t t r a c t i v e .  Among t h o s e  

of s p e c i a l  i n t e r e s t  t o  t h e  S e v e n t h  F e d e r a l  R e s e r v e  D i s t r i c t  may be men­

tio n ed  th e  f o l l o w i n g  i s s u e s :

D is t r ic t  #7 (C h ica go  -3- X-2CbO
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piSt r i c t  #7 (C h ic a g o ) X-2C60

$ 6 0 ,0 0 0 ,  0 0 0  A rm o u r & Company if n o t e s .
1 5 . 0 0 0 ,  0 0 0  M o r r i s  & Company n o t e s .
4 0 . 0 0 0 . 0 0 0  S w i f t  & Company if n o t e s .
5 0 . 0 0 0 . 0 0 0  S e a r s  R o e b u c k  & Company if n o t e s .

8 . 0 0 0 . 0 0 0  I l l i n o i s  C e n t r a l  R .R .  e q u ip m e n t n o t e s .
1 . 0 0 0 . 0 0 0  P u b l i c  S e r v i c e  Company o f N o rt h e rn  I l l i n o i s  n o t e s .
3 . 0 0 0 . 0 0 0  L i q u i d  C a r b o n i c  Company Sf n o t e s .
3 . 0 0 0 . 0 0 0  P f i s t e r  & V o g e l L e a t n e r  Company If n o t e s .
5 . 0 0 0 . 0 0 0  Com m onw ealth E d i s o n  Company if n o t e s .

5 0 0 , 0 0 0  E d i s o n  E l e c t r i c  A p p lia n c e  Company 1% b o n d s.
^OC.OCQ S . F .  E o w s e r  & Company 6f> n o t e s .

.* 1 0 . 0 0 0 , 0 0 0  N a t i o n a l  L e a t h e r  Company &% n o t e s  
$1 9 5 / 0 0 0 , 0 0 0

N o tw ith s ta n d in g  a n  i n c r e a s e  i n  s a v i n g s  b an k d e p o s it s ,  a n  u n u s u a l ly  l a r g e  

p ro p o rt io n  o f new i s s u e s  h a v e  b e e n  - 'la c e d  w i t h  s m a ll  i n v e s t o r s  so t h a t  

i t  has been fo u n d  a d v i s a b l e  t o  i s s u e  s e c u r i t i e s  i n  d e n o m in a t io n s  a s  s m a ll  

as $ 1 0 0 .0 0 .  G o v e rn m e n t w a r  i s s u e s  a r e  a l s o  c o n t in u in g  to  be a b s o r b e d  by 

tha g e n e r a l p u b l i c  i n  a  s a t i s f a c t o r y  m a n n e r.

B u s in e s s  f a i l u r e s  i n  t h e  S e v e n t h  F e d e r a l  R e s e r v e  D i s t r i c t  h a ve  

been somewhat on t n e  i n c r e a s e  i n  a b o u t th e  same p r o p o r t i o n  a s  i n  th e  

re st of th e  c o u n t r y .  T h e f a i l u r e s ,  h o w e v e r,  h a v e  b een  n e i t h e r  so l a r g e  

nor so n u m e ro u s a s  t o  c a u s e  a n y  a n x i e t y ,  a n d  on th e  w h o le  i er) r e  s e n t  m e re ly  

the n a t u r a l  p r o c e s s  o f  w e e d in g  o u t  f i r m s  w h ic h  w e re  e n a b le d  to  e x i s t  

s o le ly  a s  a  r e s u l t  o f t h e  a b n o r m a l c o n d i t i o n s  b ro u g h t  a b o u t  by th e  w a r.

T h ere h a s  b e e n  c o n s i d e r a b l e  l i q u i d a t i o n  o f d e p o s i t s  a t  t h e  c e n t e r s  

e s p e c ia lly  t h o s e  o f  C o u n t r y  B a n k s ,  T n i s  h a s  r e t a r d e d  th e  r e d u c t i o n  i n  th e  

bo rro w in gs a t  t h e  F e d e r a l  R e s e r v e  D a n k s by t h e  l a r g e r  member b a n k s .  H ow ever 

f i f t y  one b a n k s  i n  C h i c a g o  r e p o r t i n g  t o  t h e  F e d e r a l  R e s e r v e  Bank on Novem ber 

5 as a g a in s t  4 9  b a n k s  r e p o r t i n g  o n  S e p te m b e r 1 0 t h  show th e  f o l l o w i n g  c o n ­

t r a c t io n  i n  t h e i r  f i g u r e s .

L o a n s  a n d  I n v e s t m e n t s  r e d u c e d  $ 3 3 / 3 ^ 9 , 0 0 0 .

J*S. E. FORGAN.

Deposits reduced 16,014,000.
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PRICE READJUSTMENTS: Some m a n u f a c t u r e r s  an d  a  c o n s i d e r a b le  num ber 

0f w h o le s a le r s ,  e s p e c i a l l y  in t e x t i l e , ,  g e n e r a l  c l o t h i n g ,  an d fo o t w e a r l i n e s ,  

j r a  m aking r e d u c t i o n s  i n  p r i c e s .  I n  n o t a  few c a s e s  t h e y  a r e  f r a n k l y  

taking t h e i r  l o s s e s ,  w h ic h ,  on a c c o u n t  o f tn e  r e l a t i v e l y  h ig h  p r o f i t s  

d uring th e  p a s t  s i x  y e a r s ,  w i l l  n o t  e m b a rra s s  many of th e  c o n c e r n s .  The 

retailer i n  g e n e r a l  is n o t  s h o w in g  th e  same d i s p o s i t i o n  t o  re d u c e  p r ic e s *

This i s  due l a r g e l y  t o  t h e  f o l l o w i n g  r e a s o n s :

F i r s t : He h a s  on h i s  s h e l v e s  a  c o n s i d e r a b l e  s t o c k  o f h ig h  p r i c e d  
g o o d s u p o n  w h ic h  he w i s h e s  t o  g e t  p r o f i t ,  o r  a t  l e a s t  c o s t .

S s c o n d : The c o n s u m e r i s  y e t  w a ry  of b u y in g .

T h ir d :  Many r e t a i l e r s  a r e  p o o r  m e rc h a n t s ,  an d  n e g le c t  th e  f i r s t  and  
l a s t  r u l e  o f  go od m e r c h a n d is i n g  -  n a m e ly , t o  t u r n  t h e i r  g o o d s.  
T h ey h a v e  becom e a c c u s t o m e d  d u r in g  t h e  l a s t  s e v e r a l  y e a r s ,  t c  
s u c h  h i g h  p r o f i t s  t h a t  i t  seem s im p o s s ib le  t o  many o f them  
t h a t  t h e y  s h o u ld  h a v e  t o  s e l l  g o o d s  e i t h e r  011 a  s m a ll,  o r  no 
m a r g in  o f p r o f i t *

The p o t e n t i a l  b u y in g  p o w e r o f  th e  p u b l i c  i s  y*et v e r y  g r e a t  b ut th e y  

had to  pay s u c h  r a p i d l y  a d v a n c in g  p r i c e s  d u r in g  th e  w a r p e r io d ,  t h a t  th e y  

are r e b e l l i o u s .  A s a  c o n s e q u e n c e ,  g o o d s a r e  n o t  b e in g  tu iT ie d  a t  a 

d e s ir a b le  r a t e -  A p e r i o d  o f f a l l i n g  p r i c e s ,  s u c c e e d in g  one o f v e r y  

ra p id ly  r i s i n g  p r i c e s ,  d o e s  n o t  -  c o n t r a r y  t o  p o p u la r  o p in io n  -  s t im u la t e  

demand. The a g r i c u l t u r e  i n t e r e s t s ,  e s p e c i a l l y  t h o s e  h a v in g  w h e a t an d  

cotton, g r e a t l y  r e s e n t  t h e  f a l l i n g  p r i c e s ,  and a r e  m a k in g  e f f o r t s  t o  h o ld  

t h e ir  c c / im o d it ie s .  C o l l e c t i o n s  i n  g e n e r a l  a r e  o n ly  f a i r .  N o rm a lly ,  lo a n s  

would be p a id  o f f  a t  t h i s  s e a s o n  o f  t h e  y e a r ,  o u t  many w i l l  c o n t in u e  o u t ­

stan d in g  f o r  a  p e r i o d ,  u n t i l  i t  i s  f a i r l y  c l e a r  b o th  to  th e  co n su m e r an d  

to the fa r m e r ,  t h a t  n o t n i n g  i s  t o  be g a in e d  fro m  s t a y i n g  o u t o f th e  m a rk e t.

FINANCE AND C R E D IT : S t .  L o u i s  b a n k  c l e a r i n g s  b e tw e e n  J a n u a r y  an d  

July ,  1 9 2 0 , w e re  fro m  6 6h t o  1 0 J/o a b o v e  t h e  same p e r i o d  o f 1 9 1 9 . S in c e  

J j ly ,  bank c l e a r i n g s  f o r  e v e r y  w e e k  e x c e p t  one h a v e  b e e n  b elo w  th o s e  o f. th e

weeits o f 1 9 1 9 , t h e  m o n t h ly  d e c l i n e s  b e in g  fro m  7 $  t o  9$  b e lo w  t h o s e
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of J u ly  t o  N ovem b er, 1 9 1 9 -  L o a n s ,  d i s c o u n t s ,  an d  d e p o s it s  o f S t ,  L o u is  

oank.s n o r m a lly  i n c r e a s e  b e tw e e n  J u l y  1 s t  a n d  N ovem ber 1 s t .  L a s t  y e a r  

the in c r e a s e  i n  l o a n s  a n d  d i s c o u n t s  d u r in g  t h i s  p e r io d  w as 1 0 $ .  A 

s l ig h t  d e c r e a s e  o f l e s s  t h a n  one p e r c e n t  w as shown t h i s  y e a r  d u r in g  th e  

Ju ly -N o ve m b e r p e r i o d .  W h ile  t h e  v o lu m e  o f l o a n s  and d is c o u n t s  i s  g r e a t e r  

on November 1 s t ,  1 9 2 0  t h a n  on N ovem ber 1 s t ,  1919# y a t  t h 13 i n c r e a s e  

o c c u rre d  d u r i n g  t h e  f i r s t  h a l f  o f t h e  y e a r .  On J u l y  1 s t ,  1 9 2 0 , lo a n s  

and d is c o u n t s  w e re  b u t  33> g r e a t e r  t h a n  a  y e a r  a g o . B u t, due t o  th e  

absence o f t h e  n o r m a l i n c r e a s e  fro m  J u l y  to  N ovem ber, l o a n s  and d is c o u n t s  

on November 1 s t ,  1 9 2 0 ,  w e r e  o n ly  1 9 $  m ore t h a n  on N ovem ber 1 s t ,  1919*

Thus, th e  demand f o r  f u n d s  w a s  g r e a t e r  so  much e a r l i e r  i n  th e  y e a r ,  t h a t  

the s t r a i n  on t h e  b a n k s  d u r i n g  l a s t  sum m sr a n d  e a r l y  autum n w as m ark e d .  

T his c o n d i t i o n  w a s a c c e n t u a t e d  by t h e  d e c l i n e  i n  b a n ii d e p o s it s  b e tw e e n  

J u ly  1 s t  a n d  N o ve m b e r 1 s t  o f t h i s  y e a r .  L a s t  y e a r  d e p o s i t s  in c r e a s e d

S,, i n  t h i s  p e r i o d .  T h i s  y e a r  t h e y  d e c l i n e d  yjz. The d e p o s i t s  c l  c o u n t ry  

banks w i t h  S t .  L o u i s  b a n k s ,  w e r e  32/t s m a l l e r  on N ovem ber 1 s t ,  1 9 2 0  t h a n  

on November 1 s t ,  1 9 1 9 -

LA20R S IT U A T IO N : T h e r e  i s  l i t t l e  u n e m p lo y m e n t, an d  i n  p r a c t i c a l l y  

no l i r a  i s  t h e r e  a  s c a r c i t y  o f l a b o r .  T h e r e  i s  l i t t l e  o r  no d i s p o s i t i o n  

to demand i n c r e a s e s  i n  w a g e s ,  a n d  some g r o u p s  o f l a b o r e r s  a r e  b e co m in g  

in t e r e s t e d  i n  t n e  p r o s p e c t  o f  h o l d i n g  t h e i r  j o b s  a t  th e  p r e v a i l i n g  w a g e s .  

I t  i s  q u it e  p o s s i b l e ,  w i t h  a  f u r t h e r  r e a d ju s t m e n t  i n  p r i c e s ,  t h a t  th e  

wage e a r n e r  w i l l  b e w i l l i n g  t o  a c c e p t  a  r e d u c t i o n  i f ,  a f t e r  a  p e r io d ,  i t  

seems v e r y  e v i d e n t  t h a t  t h s  m a n u f a c t u r e r  a n d  d i s t r i b u t o r  h a s  s t o o d  a l l  

the l o s s e s  w h ic h  a r e  p o s s i b l e ,  a n d  f a i r  f o r  h im .

D istr ic t  #3 ( S t .  L o u i s )  -2** X-2C60
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BUILDING CONSTRUCTION: Building, construction has been, and still 

continues, on a v e r y  moderate basis. There has been a disposition to  

wait f o r  lower p r i c e s  in construction zraterials and wages.

SUMMARY: The g e n e r a l  b u s i n e s s  a n d  f i n a n c i a l  s i t u a t i o n  i s  n o t  one 

which i s  o c c a s i o n i n g  a n y  a l a r m .  T h e r e  i s  a  f e e l i n g  o f c o n f id e n c e  i n  th e  

future* Few b u s i n e s s  men b e l i e v e  t h a t  we a r e  so o n  t o  h a v e  boom t im e s ,  

and most o f them  a r e  c o n v in c e d  o f t h e  n e c e s s i t y  a n d  a r e  w i l l i n g  t o  

accept th e l o s s e s  o f  r e a d j u s t m e n t .  In d e e d ,  t h e r e  i s  a w id e  s p re a d  d i s ­

p o s it io n  to  w a n t t o  g e t  on a  s o u n d , s u b s t a n t i a l  b a s i s  a s  so o n  a s  p o s s i b l  

Thare a r e  few  who h a v e  a n y  th o u g h x  t h a t  a  p a n i c  i s  t h r e a t e n e d ,  b u t on 

the c o n t r a r y ,  a r e  c a l m l y  v i e w i n g  a  p e r i o d  o f i n d u s t r i a l  s lo w in g  up, 

p r e lim in a r y  t o  a  s p r i n g  p e r i o d  o f some i n d u s t r i a l  im p ro v e m e n t, and su b ­

s t a n t ia l,  i i  n o t  e x c e e d i n g l y  p r o s p e r o u s ,  b u s i n e s s  c o n d i t i o n s .

District $6 (St. Louis) —3*" X—2C60
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Business i n  th e  M i n n e a p o lis  D i s t r i c t  i s  s lo w in g  down q u it e  f a s t - 

in  a l l  l i n e s .  T h i s  b e g a n  l a t e  l a s t  s p r in g ,  s t a r t i n g  i n  th e  a u to m o b ile  

t r a c t o r  b u s i n e s s  an d  g r a d u a l l y  e x t e n d in g ,  u n t i l  now i t  c o v e r s  a l l  

l in e s .  T h i s  D i s t r i c t ,  b e in g  l a r g e l y  a n  a g r i c u l t u r a l  one, o u r t u r n o v e r  

is a f f e c t e d  by th e  o u tco m e o f o u r  fa rm  p r o d u c t s  and th e  p r i c e  w h ic h  t h e s e  

b rin g . G r a in  c r o p s ,  o u t s i d e  o f  c o rn ,  a r e  n o t  up to  th e  a v e r a g e ,  w h e at  

3 sp3 c ia . l l y  b e in g  b e lo w  t h e  a v e r a g e ^  a n d  t h i s  l a t t e r  i s  o u r g r e a t e s t  c a s h  

p ro d u cin g  c r o p .  The y i e l d  o f c o r n  i s  a b o v e  th e  a v e r a g e ,  b u t  t n i s  g r a i n  

does no t move t o  m a rk e t  e a r l y ,  i t  b e in g  m o s t ly  u s e d  up i n  f e e d in g  l i v e  

stock, w h ic h  b r i n g s  i n  m oney t o  t h e  c o u n t r y  a f t e r  th e  t u r n  of th e  y e a r .

Chts, r y e ,  b a r l e y ,  a n d  f l a x ,  a r e  a s  a  r u l e  b e lo w  th e  a v e r a g e  c r c p ,  w i t h  

the p o s s i b l e  e x c e p t i o n  o f o a t s .

The v e r y  h e a v y  c o s t  o f  s e e d in g  an d  h a r v e s t i n g  o f t n i s  y e a r ’ s c ro p  

has been a  d r a i n  on a l l  o f t h e  b a n k s  i n  t h e  D i s t r i c t ,  an d  t h i s ,  w it h  th e  

s c a ll  r e t u r n  i n  b u s h e l s ,  i n  a d d i t i o n  t o  t h e  v e r y  s e v e r e  b re a k  i n  p r i c e s  

d uring th e  p a s t  s i x t y  d a y s ,  i s  m a k in g  a  v e r y  d i f f i c u l t  s i t u a t i o n  f o r  a l l  

of the i n t e r i o r  b a n k s .  N a t u r a l l y ,  l i q u i d a t i o n  w n ic h  g o e s  on w hen t n e s e  c r o p s  

are b e in g  s o ld  i n  t h e  f a l l  i s  b e i n g  e n t i r e l y  ch a n g e d , f i r s t ,  b e c a u s e  o f  t h e  

fact th a t  w h a t c r o p s  t h e  f a r m e r s -  h a v e ,  a t  th e  p r e s e n t  p r i c e s ,  a r e  n o t s u f ­

f ic ie n t  t o  p a y  a l l  t h e i r  d e b t s ,  an d s e c o n d ,  b e c a u s e  o f th e  b r e a k  i n  p r i c e s  

sany fa rm e rs  a r e  r e f u s i n g  t o  s e l l  w h a t t h e y  h a v e ,  an d t h e r e  i s  s h r in k a g e  

in t n e ir  d e p o s i t s  fro m  t h o s e  who owe n o t h in g  an d  who w i l l  n o t  s e l l  t h e i r  

ferain. C o u n t ry  b a n k s  a r e  b e i n g  im p o r t u n e d  f o r  a d d i t i o n a l  a c c o m m o d a tio n s , and  

they a r e  m ore o r  l e s s  i n  sy m p a th y  w i t h  th e  f a r m e r  i n  h i s  e n d e a v o r  t o  h o ld  

r,is g r a in  f o r  h i g h e r  p r i c e s ,  t h e y  a r e  i n  e v e r y  way t r y i n g  t o  m eet t h i s  demand 

b? b o rro w in g  fro m  t h e  F e d e r a l  R e s e r v e  B a n k  a n d  t h e i r  o t h e r  c i t y  c o r r e s p o n d e n t
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ranking.
C o n d it io n s  i n  t h e  b a n k in g  b u s i n e s s  a r e  n o t  e a s y ,  e s p e c i a l l y  

s0 in  the i n t e r i o r  b a n k in g  p o i n t s .  Many b a n k s  f i n d  t h e m s e lv e s  n e a v i l y  

loaned up, i n  many c a s e s  w i t h  n o n - l i q u i d  a s s e t s ,  c a u s e d  by th e  h e a vy  

sp e c u la tio n  i n  fa rm  l a n d s  a n d  th e  p u r c h a s e  o f t r a c t o r s  and a u t o m o b ile s ,  

an i the e r e c t i o n  o f new b u i l d i n g s .  T n i s  f o r c e s  them i n t o  th e  F e d e r a l  

Reserve Bank a n d  th e  c i t y  c o r r e s p o n d e n t s  f o r  e x c e s s i v e  am o u n ts -  much more 

than they e v e r  w e re  a c c u s t o m e d  t o  a s k  f o r  i n  p r e v i o u s  y e a r s ,  m ak in g  th e  

s it u a t io n  f a r  fro m  e a s y  a n d , i n  f a c t ,  i n  many p l a c e s  u n c o m fo rt a b ly  c l o s e .

The d e t e r m in e d  e f f o r t  u p o n  tn e  p a r t  of th e  f a r m e r s  t o  a v o id  

the s e l l i n g  o f t h e i r  g r a i n  on t h e  p r e s e n t  lo w  m a rk e t i s  a f f e c t i n g  c o l l e c t i o n s ,  

not only w i t h t h e i r  own b a n k s  b u t  w i t h  j o b b e r s  a n d  m a n u f a c t u r e r s ,  t h ro u g h  th e  

fact th a t l o c a l  m e r c h a n t s  i n  t h e  v a r i o u s  s m a ll  to w n s a r e  u n a b le  to  l i q u i d a t e  

th e ir b i l l s *  T h i s  i n  t u r n  s t o p s  t h e  l i q u i d a t i o n  o f l o a n s  to  c i t y  b a n t s  from  

th eir l a r g e r  c u s t o m e r s ,  a n d  f ro m  p r e s e n t  a p p e a r a n c e s ,  m eans t h a t  a g r e a t  many 

leans w h ich  a r e  n a t u r a l l y  p a i d  b e f o r e  t h e  f i r s t  c f  th e  y e a r  a r e  g o in g  t o  be 

ca rrie d  o v e r  i n t o  t h e  new y e a r .  T h e r e  i s  one t h in g ,  h o w e v e r, w n ic h  I  

b elieve to  be a  go od t h i n g ,  a n d  t h a t  i s  t h e  p r e s e n t  c l o s e n e s s  of money; 

and tne l o s s  w h ic h  m o st o f  t h e  f a r m e r s  a r e  up a g a i n s t  on a c c o u n t  o f t h s  p r i c e s  

is  f o r c in g  t h e  v e r y  c l o s e s t  e co n o m y , n o t  o n ly  i n  e x p e n d it u r e s  b u t i n  p u r c h a s e s ,  

and i f  t h i s  i s  c a r r i e d  t h r o u g h  t h e  n e x t  y e a r  I  h a v e  no d o u b t t h a t  o u r D i s t r i c t  

w ill  snow a  v e r y  r a p i d  r e c o v e r y  a n d  o u r  c o n d i t i o n s  be m ore n e a r l y  n o rm a l a f t e r  

tne h a r v e s t in g  o f n e x t  y e a r ’ s  c ro p *

A t th e  p r e s e n t  t im e  I  c a n n o t  s e e  v e r y  m uch p r o s p e c t  of t h e  l a r g e r  c i t y  

tanka b e in g  a b l e  t o  go o u t  o f  d e b t  t o  t h e  F e d e r a l  R e s e r v e  B an k f o r  some m onths  

come; i n  f a c t ,  my o p i n i o n  i s  t h a t  t h e y  w i l l  be b o r r o w e r s  a t  th e  F e d e r a l  

‘ ''serve Bank t h r o u g h  t h e  y e a r  1 9 2 1 ,

C ,  T fc JAFFRAY
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C o n d it i o n s  i n  t h i s  D i s t r i c t  h a v e  b e an  u n u s u a l an d  d is a p p o in t in g .

The se co n d  l a r g e s t  c r o p  o f w h e a t w a s r a i s e d  t h i s  y e a r  i n  K a n sa s and i t  

*as n a t u r a l  t o  e x p e c t  t h a t  d e p o s i t s  w o u ld  i n c r e a s e  an d lo a n s  w o u ld  be 

l iq u id a t e d ,  b u t  on t h e  o t h e r  h a n d  d e p o s i t s  d id  n o t  go up and t h e r e  h a s  

been a p r e s s i n g  demand f o r  m oney. I n  t h e  f i r s t  p l a c e  th e  R a i l r o a d s  c o u ld  

not f u r n i s h  c a r s  to  wove t h e  w h e a t ,  an d  w h e n  th e  w h e at b egan  t o  d e c l i n e  

the f a n n e r s  d id  n o t  c a r e  t o  s e l l ,  b u t  r e c e n t l y  t h e  b a n k s i n  th e  l a r g e r  

c e n te rs  h a v e  b e e n  p r e s s i n g  th e  c o u n t r y  b a n k s  t o  h a v e  th e  fa r m e r  s h ip  any  

way enough o f h i s  p r o d u c t s  t o  p a y  h i s  in d e b t e d n e s s .  T h is  move i s  b e g in n in g  

to show some r e s u l t ,  b u t  r a t h e r  s lo w .

T h e re  a p p e a r s  t o  be n o t h in g  i n  t h e  m e r c a n t i l e  t r a d e  t o  i n d i c a t e  an y

decided ch a n g e  i n  t h e  t e n d e n c y  p r e v a i l i n g  f o r  some t im e . The s w e e p in g

p ric e  r e d u c t i o n s  o f t h e  l a s t  few  w e e k s  seem  t o  h a v e  u n s e t t l e d  t h e  p u b l i c

to such a n  e x t e n t  t h a t  p u r c h a s e r s  a r e  h o l d i n g  o f f  b u y in g  beyon d th e  a c t u a l

n e c e s s it ie s ,  e x p e c t i n g  p r i c e s  t o  go down s t i l l  m o re . W h o le s a le r s  an d

r e t a i l e r s  a r e  m o re  c a u t i o u s  i n  t h e i r  b u y in g  t h a n  e v e r .  R e t a i l e r s  a r e  

u n lo a d
e n d e a v o rin g  t o  t h e i r  h ig h  c o s t  s t o c k s  a n d  a r e  b u y in g  fro m  h an d  to

fflouth. The w h o l e s a l e r s  h a v e  h a d  some u n p le a s a n t  e x p e r ie n c e s  w i t h  t h e i r  

custom ers, some c a n c e l l i n g  o r d e r s  w h i l e  o t h e r s  a c t u a l l y  r e t u r n  go o d s w h ic h  

had been s h ip p e d  t o  th e m .

U n d e r ly in g  t h e s e  c o n d i t i o n s  t h e r e  seem s t o  b e a  f e e l i n g ,  h o w e v e r, t h a t  

b u sin e ss w i l l ,  w i t h  a d j u s t m e n t s  now g o in g  o n , b e g i n  to  im p ro v e  a f t e r  th e  

new y e a r.  Y fh e th e r t h e  ’’w i s h  i s  f a t n e r  t o  th e  t h o u g h t ” i s  t o  be s e e n  l a t e r .

The l i v e  s t o c k  s i t u a t i o n  h a s  im p r o v e d .  T h e r e  h a v e  n o t b e e n  a s  many 

^ t t l e  co m in g  t o  m a r k e t  a s  c o m p a re d  w i t h  one o r  tw o y e a r s  a g o . The f a r m e r s  

fave ab u n d a n ce  o f f e e d  a n d  i n  a l l  c a s e s  w h e re  p o s s i b l e  t h e  b a n k s  h a v e  t r i e d  

f'° * id  i n  c a r r y i n g  t h e s e  c a t t l e  o v e r  a s  t h e r e  i s  no q u e s t io n  b u t  t h a t  t h e r e
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pigtr ict  No. 10  (Kansas C i t y ) -2- X-2060

is a sh o rta g e  i n  m eat a n i m a l s .

p r o d u c t io n  o f  c r u d e  o i l  i s  a b o u t  U0 0 , 0 0 0  b a r r e l s  p e r  day i n  

Kansas and O k la h o m a . The o u t p u t  i s  i n  e x c e s s  o f th e  c o n s u m p t iv e  demand 

and th e re  i s  a  t e n d e n c y  t o  h o l d  b a c k  on d e v e lo p m e n t o p e r a t io n .

In  th e  le a d  an d z i n c  f i e l d s  p r o d u c t i o n  o f o r e s  h a s  b e e n  r e g u la t e d  

by x a rk e t demand* I n  O c t o b e r ,  f o r  i n s t a n c e ,  n e a r l y  a l l  th e  m in e s w e re  

snut down f o r  p e r i o d  o f  tw o w e e k s  i n  o r d e r  t o  c u r t a i l  th e  o u t p u t  and  

dispose o f l a r g e  s u r p l u s  s t o c k s *

B u i l d i n g  o p e r a t i o n s  h a v e  s lu m p e d  p e r c e p t i b l y  d u r in g  t h e  l a s t  h a l f  

of the y e a r ,  b u t  w i t h  g r e a t l y  l o w e r i n g  p r i c e s  o f m a t e r i a l  i n d i c a t i o n s  

are th a t renew ed a c t i v i t y  w i l l  come a l o n g  i n  t h i s  l i n e .

E. P.- SWINNEY.
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Tha d e p r e s s e d  c o t t o n  a ia r k e t  an d c a t t l e  m ax'ket h i t  h a rd  th e  two p r i n ­

cipal i n d u s t r i e s  o f t h i s  d i s t r i c t ,  m a k in g  t h e  lo a n a b le  v a lu e s  o f th e s e  

co m o ii t ie s  u n c e r t a i n  fro m  t h e  b a n k e r s '  v ie w p o in t ,  e v e n  i f  a b u n d a n t fu n d s  

v>are a v a i l a b l e ,  an d  a s  a  c o n s e q u e n c e  t h e r e  i s  a t  th e  p r e s e n t  t im e  c o n s i d e r ­

able p e s s im is m , -  w i t h  t h e  c o t t o n  r a i s e r s  p r i m a r i l y  b e c a u s e  th e y  c a n n o t  

' borrow fu n d s  w i t h  w h ic h  t o  c a r r y  o v e r  t h e i r  c r o p s ,  a n d  w i t h  t h e  c a t t l e  

in t e re s ts  b e c a u s e  many c a n n o t  g e t  r e n e w a ls  a n d  e x t e n s io n s  o f t h e i r  p r e s e n t  

lo in s, and a n o t h e r  l a r g e  c l a s s  a r e  u n a b le  t o  b o rro w  money w i t h  w h ic h  t o  buy 

cattle  to  r e - s t o c k  t h e i r  r a n g e s ,  t h e  r a n g e s  a s  a  w h o le  b e in g  s p a r s e l y  s t o c k e d  

i t  the p r e s e n t  t im e .

These same conditions make the banker more cautious and, with uncertain 

iirkats ahead for both o t said main commodities, the conservative banker is 

ilov to avail himself of discounting privileges with the Federal Reserve Sank, 

and as a further consequence of. this dual situation money remains tight with 

prevailing high rates*

From a general view point, however, conditions are thoroughly sound, as 

wa have raised in abnormal cotton crop, which, even at the low price, whan 

sirkated will return a vast sum of money; and I believe I am safe in saying 

tnat the major portion of the cattle loans are being adjusted and extended,

80 that comparatively few cattle from this district are being forced upon the 

narkat and, as the range conditions ars exceptionally good and cattle will 

remain fat during the winter, it is probable t& at a large amount of these 

loans will be liquidated, even before spring*

I believe every uell-posted thinking man has the utmost confidence in the 

outcome, without very serious detriment or loss to any one who is reasonably 

conservative, though there is  quite i  considerable element that complain 

Neatly and seem unable to realize that we are goinfe through the necessary 

'•adjustment period n e c e s s i t a t e d  by the inflation during war times, a n i  anny
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seam not to  r e a l i z e  t h a t  i t  i 6  i m p o s s i b l e  to  d e f l a t e  w it h o u t  r e d u c in g  and  

r e s t r ic t i n g  t o  a c o n s i d e r a b l e  e x t e n t  a l l  c o m m e rc ia l a c t i v i t i e s *

In  my o p in io n  ona o f t h e  g r e a t e s t  w o r k s  f o r  th e  b a n k e r  i s  t o  t a l k  w i t h  

and c o n v in c e  h i s  c u s t o m e r s ,  a n d  a l l  w i t h  whom he com es i n  c o n t a c t ,  t h a t  we 

are go in g t h ro u g h  a n e c e s s a r y  p e r i o d  of r e - a d ju s t m e n t ,  an d  s u c h  o n ly  a s  h a s  

follow ed a l l  t h e  g r e a t  w a r s ,  b u t  w i t h  o u r  own c o u n t r y  i n  b a t t e r  c o n d it io n  

and e x p e r ie n c in g  l e s s  d i s t u r b a n c e  fro m  t h i s  r e a d ju s t m e n t  th a n  a n y  o t h e r  

ra tio n  i n  th e  w o r ld .

The b a n k s o f t h i s  d i s t r i c t  a r e  a s  a  w h o le  i n  a  t h o r o u g h ly  s t r o n g  and  

safe p o s it i o n ,  an d in d e e d  p r o b a b l y  some c o u ld  be p r o p e r l y  c r i t i e i z e d  f o r  n o t  

being more l i b e r a l  t o w a r d  t h e i r  c u s t o m e r s ,  a n d  t o  t h a t  end a v a i l i n g  t h e m s e lv e s  

to a g r e a t e r  e x t e n t  o f  t h e i r  d i s c o u n t  p r i v i l e g e s  w i t h  t h e  F e d e r a l  R e s e r v e  B an k.

a

R. L. BALL.
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ristknC

Financial and Commercial Situation in the Twelfth District with special
refprence to the Northwest:

This leading industry of the Northwest shows a falling off due 
to increased freight rates which make it almost impossible for 
our mills to compete in the Eastern markets, although some of 
the tidewater mills are getting relief by water shipments*
However, the railroads are now purchasing lumber which is keeping 
some of our lumber mills in operation* Housing conditions through­
out the United States also would seem to indicate that before long 
there should be a pronounced demand for the output of our mills.
/s yet the average wage paid in our lumber miljs, viz, *8.00 per 
diem, has not been reduced, but unless labor accepts a reduction 
of the present scale acorevof our mills will have to close down,

""heat; The farmers who are able to hold their wheat are not disposed to Flour
s e l l  a t  t h e  p r e s e n t  p r i c e .  I n d e e d ,  t h e r e  i s  n o t  m u ch  m o ve m e n t i n  

w h e a t a s  b u y e r s  g e n e r a l l y  a r e  o u t  o f  t h e  m a r k e t  d u e  i n  l a r g e  

m e a s u r e  t o  t h e  c o n d i t i o n  o f  f o r e i g n  e x c h a n g e .  T h e  r e s u l t  i s  t h e r e  

i s  c o m p a r a t i v e l y  l i t t l e  l i q u i d a t i o n  o f  t h i s  y e a r  rs  c r o p .  M o st o f  

th e  c o u n t r y  f l o u r i n g  m i l l s  h a v e  c l o s e d  d o w n  a n d  t h o s e  who a r e  

b u y i n g  a r e  o n l y  p u r c h a s i n g  i n  s m a l l  q u a n t i t i e s .  T h i s  c h e c k  i n  

l i q u i d a t i o n  o f  o u r  m o s t  i m p o r t a n t  c r o p  h a s  r e s u l t e d  i n  t h e  c o u n t r y  

b a n k s  l e a n i n g  h a a v i l y  o n  t h e i r  c i t y  c o r r e s p o n d e n t s  a t  a  t im e  o f  th e  

y e a r  w hen u s u a l l y  t h e  c o u n t r y  b a n k s  a r e  n o t  o n l y  n o t  in d e b t e d  t o  

th e  c i t y  b a n k s ,  b u t  on th e  o t h e r  h a n d  a r e  c a r r y i n g  hansom e b a l a n c e s ,  

^ h i l e  t h e  s a lm o n  p a c k  on  th e  C o l u r r b ia  R i v e r  i s  m o v in g  a n d  s e l l i n g  

a t  s a t i s f a c t o r y  p r i c e s ,  n e v e r t h e l e s s  t h e  dem and f o r  P i n k s  and o t h e r  

lo w e r  g r a d e s  o f  s a lm o n  i s  s o  l i m i t e d  t h a t  t h e r e  i s  a  v e r y  l a r g e  

c a r r y o v e r  o f  th e  A l a s k a  p a c k  w h ic h  m ean3 a  t i e u p  b y  th e  b a n k s  o f

No. 12 (San Francisco) ' X-2060
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l a r g e  a m o u n ts o f  m o n ey .

?ruit* P a c k in g  i n  t h i s  l i n e  w as m uch c u r t a i l e d  t h i s  s e a s o n  by th e h ig h

p r i c e  o f  s u g a r .  A lt h o u g h  a  g o o d ly  p o r t i o n  o f th e o u tp u t  h a s  

a l r e a d y  b e e n  s o l d  on c o n t r a c t ,  n e v e r t h e l e s s  a p p a r e n t ly  a  con­

t r a c t  i s  r e g a r d e d  b y  p u r c h a s e r s  o n ly  a s an o p t io n ,  s i n c e  i n  many 

c a s e s  p u r c h a s e r s  a r e  e n d e a v o r in g  to  b e  r e l i e v e d  fro m  t h e i r  

a g re e m e n t s  .

C a ttle -W o cl: s i t u a t i o n  i n  t h e  l i v e s t o c k  i n d u s t r y  i s  v e r y  s e r i o u s .  The

a b s o l u t e  l a c k  o f  dem and f o r  w o o l,  m a k in g  i t  im p o s s ib le  to  d is p o s e  

o f  th e  sa m e , h a s  c a u s e d  a  v e r y  l a r g e  c a r r y o v e r ,  w i t h  a  c o n s e q u e n t  

t i e u p  o f  f u n d s .  B o t h  w i t h  c a t t l e  and s h e e p  i t  i s  o f  p a ra m o u n t  

im p o r t a n c e  t h a t  p r o v i s i o n  s h o u ld  b e  made f o r  c a r r y i n g  th e  s t o c k  

th ro u g h  th e  W i n t e r .  A lt h o u g h  h a y  i s  p l e n t i f u l  and i s  s e l l i n g  a s  

lo w  a s  * 5 - 0 0  a n d  $ 6 . 0 0  p e r  t o n  ( a s  a g a i n s t  $ 2 0 . 0 0  to  $2 5 . 0 0  l a s t  

y e a r )  n e v e r t h e l e s s  i t  se e m s i m p o s s i b l e  f c r  th e  sto c k m e n  to  o b t a in  

f u n d s  w i t h  w h ic h  t o  p u r c h a s e  f e e d .  W it h o u t  an a d e q u a t e  s u p p ly  

o f  f e e d  th e  l o s s e s  i n  t h e  s h e e p  a n d  c a t t l e  b u s i n e s s  t h i s  co m in g  

W in t e r  w i l l  b e  e n o r m o u s -  T h i s ,  t o g e t h e r  w i t h  the f o r c e d  s a l e s  

now t a k i n g  p l a c e  o f  y o u n g  co w s an d  b r e e d i n g  e w e s, n o t  o n ly  - v i l l  

s e r i o u s l y  c r i p p l e  t h e  l i v e s t o c k  i n d u s t r y  o f  th e  c o u n t r y ,  b u t  

a l s o  w i l l  e n d a n g e r  t h e  m e a t s u p p l y  o f  th e  U n it e d  S t a t e s .

General
B usiness: O ur w h o l e s a l e r s  a n d  j o b b e r s  c o n t i n u e  t o  r e p o r t  b u s i n e s s  a s  good 

and g e n e r a l l y  c l a i m  t h a t  th e  v o lu m e  i s  g r e a t e r  th a n  f o r  th e  same 

p e r i o d  i n  1 9 1 9 -  T h e y  s t a t e  c o l l e c t i o n s  a r e  f a i r  b u t  s lo w in g  

d o w n . M l  r e c o g n i z e  h o w e v e r  w i t h  c o n d i t i o n s  a s  t h e y  a r e  th ro u g h ­

o u t t h e  N o r t h w e s t ,  t h a t  s a l e s  m u s t f a l l  o f f ,  an d  i n  o r d e r  to  

move s t o c k s  som e a r e  q u o t i n g  lo w e r  p r i c e s  t o  i n t e r i o r  m e r c h a n t s .

— 3-
ict ^ ^  (San Francisco) X-206g
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• ^ s t r i c t  No

labor:

Banks and 
Banking:

T h e y  a l s o  r e p o r t  some c a n c e l l a t i o n  o f  o r d e r s .

R e t a i l e r s  i n  'P o r t la n d ,  e s p e c i a l l y  th e  d e p a rtm e n t s t o r e s ,  shoa  

s t o r e s  a n d  c l o t h i n g  h o u s e s ,  a r e  c u t t i n g  p r i c e s  fro m  2 5  to  3 5  

p e r  c e n t .  T h e y  a d v i s e  t h e y  a r e  "b u y in g  fro m  th e  E a s t  o n ly  i n  

s m a l l  q u a n t i t i e s ,  an d t o  s u p p l y  t h e i r  a b s o lu t e  n e e d s .  Re­

t a i l e r s  s t a t e  t h a t  t h e  c h a r a c t e r  o f  t h e i r  s a l e s  h a s  ch a n g e d  

f ro m  a  y e a r  a g o .  ^ /h e re a s  a t  t h a t  t im e  t h e y  c o u ld  n o t  c a r r y  

g o o d s e x p e n s i v e  e n o u g h  t o  s a t i s f y  th e  dem and, to d a y  th e  d e­

mand f o r  h i g h  p r i c e d  g o o d s  i s  s m a l l  and c o n s u m e rs  a r e  "buying  

lo w e r  p r i c e d  a r t i c l e s ,

As y e t  t h e r e  i s  n o t  m u ch  i d l e  l a b o r ,  n o r  a n y  m a t e r i a l  re d u c ­

t i o n  i n  w a g e s ,  b u t  w i t h  th e  a p p r o a c h  o f  W in t e r  an d  th e  p o s s i b l e  

c l o s i n g  dow n o f  l o g g i n g  a n d  lu m b e r  o p e r a t i o n s  t h e r e  i s  a  l i k e ­

l i h o o d  o f  a  l a r g e  i n c r e a s e  o f  th e  u n e m p lo y e d  d u r i n g  t h i s  

c o m in g  W i n t e r .  How m u ch  t r o u b l e  t h i s  w i l l  c a u s e  c a n n o t  be 

d e t e r m in e d  t o d a y .

F ro m  w h a t h a s  b e e n  s a i d  a b o v e  one c a n  e a s i l y  s e e  t h a t  th e  

b a n k s  o f  t h e  N o r t h w e s t  a r e  a l l  c a r r y i n g  a  h e a v y  lo a d ;  c o u n t r y  

b a n k s  a r e  l e a n i n g  o n  t h e i r  c i t y  c o r r e s p o n d e n t s  an d th e  c i t y  

c o r r e s p o n d e n t s  a r e  d o i n g  t h e i r  b e s t  t o  m eet th e  s i t u a t i o n ;  b u t  

w i t h  c o m p a r a t i v e l y  s m a l l  l i q u i d a t i o n  o f  b a s i c  p r o d u c t s ,  and  

’w i t h  m e r c h a n t s  a n d  r e t a i l e r s  s t i l l  h e a v y  b o r r o w e r s ,  th e f i ­

n a n c i a l  s i t u a t i o n  i s  f a s t  t e c o m in g  s e r i o u s .

W h ile  n o  c r i t i c i s m  c a n  b e  m ade i n  r e g a r d  t o  th e  p o l i c y  o f  d e ­

f l a t i o n  a d o p t e d  b y  t h e  F e d e r a l  R e s e r v e  B o a rd  l a s t  S p r in g ,  i t  

i s  a  m a t t e r  f o r  s e r i o u s  c o n s i d e r a t i o n  w h e t h e r  t h e  c o n t i n u a t i o n  

o f  t h e  p r e s e n t  p o l i c y  o f  d e f l a t i o n  m ay n o t  becom e d e s t r u c t i v e

-3- X-2060
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,„ t  No. 12 ( S a n  F r a n c i s c o )  pistrlc*

a b s o l u t e l y  n e c e s s a r y  f o r  th e  m a in t e n a n c e  o f  u s a l l *  I f  th e

B o a fd  an d  C o u n c i l  c a n  d e v i s e  m e a n s t o  e a s e  u p  t h e  p r e s e n t

c r e d i t  s t r i n g e n c y  w i t h o u t  e n d a n g e r in g  o u r  f i n a n c i a l  s y s t e m ,

t h e i r  d e t e r m i n a t i o n  w i l l  m e e t w i t h  u n i v e r s a l  co m m e n d a tio n *

I n  th e  w r i t e r ' s  o r i n i o n  a  p u b l i c  s t a t e m e n t  fro m  t h e  F e d e r a l

R e s e r v e  B o a r d  t h a t

" t h e  l e g i t i m a t e  c a r r y i n g  o f  c o m m o d it ie s  w h ic h  m u s t be  
c o n s u m e d , s u c h  a s  g r a i n ,  c o t t o n ,  l i v e s t o c k  an d  w o o l,  
w i l l  r e c e i v e  l i b e r a l  s u p p o r t  f r o m  t h e  B o a rd  a t  t h i s  
t im e "

w o u ld  a i d  th e  b a n k s  m a t e r i a l l y  i n  h a n d l i n g  t h e  p r e s e n t  s i t u a ­

t i o n .

x-20601 i

and seriously affect the production of those things that are

JU L .  M IL L S ,

\
*
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At 4:15 P members of the Federal Advisory Council

returned to the Federal Reserve Board room in the Metropolitan Bank

building*
Consideration of the matter of an amendment to the Federal 

Reserve Act to provide for a greater distribution of the profits of 

tha Federal Reserve banks was on motion postponed until the Fobruary

nesting*

In regard to the matter of Council members writing the Federal

Reserve BoanJ monthly letters on conditions in the Federal Reservo 

districts as suggested in Governor Harding’s letter of October 23» 1920, 

it was th*tt#it that if each member brought such a report with hia at 

the time of the regular statutory meetings it would be sufficient and it 

was left with Mr Forgan to make such an arrangement with the Governor 

of the Federal Reserve Board#

The 3ounc.il then adjourned#

MINUT S OF MEETING
OF THE

FI3JKRAL ADVISORY COUNCIL#

November 15> 1920*

S E C R E T A R Y .
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