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District No. 1 (Boston)

Wholesale closing down of industry and general cessation of orders.
for goods, accompanied by continued cancellations of goods already ordered,
are the almost universal reports received from merchants and manufacturers
in this Gistrict. Reductions in prices have so far done nothing to improve
demand and have indeed resulted in rendering buyers still more timid.

The tretailer seems to be the most hopeful element in the situation.
There appears to be a fair demend from the indiyidual consumer, and while
it is prcobable that in number of sales the retailer is not having his noirmal
business; 'neverthele‘ss in dollars the liquidation of retailers' stocks is
progressing satisfactorily without as yet sevefe price reduction.

Unfortunately the retailers generally are carrying abnormally large

; stocks -which they hope to reduce to normal proportions in the next six weeks
and about January 1lst it is expected that sweeping price reductions will
result in generally increased sales and the resumption of normal buying.
Some retailers have expressed the fear that the demand for goods from the
manufacturer will become so general that a scramble may enéue, possibly
encouraging the manufacturer to raise prices. Whether the public will con-
tinue to buy ‘enough to accomplish the fulfillment of these predictions will
be proved in the next month.

Veenwhile the situation is most depressing. Raw material prices con-
tinue to weaken, wool, cotton, hides, leather, ground wood pulp, sugar and
lumber continue to pile ur in storage and cuts in prices do not stimulate
sales. |

There are, however, some encouraging features - Savings deposits have
not decreased in spite of unemployment. There is undoubtedly plenty of
buying power and when it is reasona’bly sure that lowegt prices have been
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reached a revival in industry is confidently expected. Meanwhile labor has
improved in efficiency from 25 to 50% and is ge;erally ready to accept
lower wages if industries can be reopened.

Railroad transportation is improving and there is a slow liquidation,
which has encouraged the belief that in thié district the money strain is
nearing its end. It is generally believed that easier money conditions will
revive confidence and help to restore normal trade conditions on a much
safer base than has been possible in the last two years.

While not strictly within t£e scope of a district report, there is one
matter affecting all districts that I should like to have discussed at this
meeting. While the Federal Banks have in most ways céoperaxed so as to
obtain the édvantages of a great central bank with branches, in one way
there has not been cooperation o1 any agreement as to policy. That is in the
discrimination by the Federal Reserve Banks of some districts against the
rediscount of good commercial paper that is eligible in other districts.

In our district the bankers believe it is very bad policy not to have a more
general understanding and agreement between the officers ana directors of
Federal Reserve Banks in the different districts as to eligibility of paper

for rediscount.

PEILI® STOCKTON,
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District No. 2 (New York)

The outstanding fact is, of course, the tremendous slump in commodity
prices still under way. Bradstreet's index number shows a decline of 25%
from February 1lst to November ist in commodities at wholesale. The index
number of the New York Federal Reserve Bank shows a decline of over 27%
from last April to Noverber 6th, and their statistician states that there
have been important breaks in a number of commodities since that date.

This index number is based on the twelve most important basic commodities.
Other index numbers have not fallen so fast, but it is probable that they
contain many quotations which do not represent the actual market facts: there
is a great difference between quoted prices and the actual prices which a
large buyer can obtain if he is willing to pay actual cash. 1t is easy for
such a bﬁyer to get marked concessims from quotéd prices.

The general credit fabric has met this almost unprecedented shock in a
gra‘tifying way. Federal Reserve Banks, member banks, and businesses are
cooperating loyally and effectively. There is no reason at all to apprehend
a banking or a money panic or to apprehend a situation in which solvent
business men cannot borrow the funds which they need to profect their sol -«
vency. There is an increase in the amount of paper that has had to be re-
newed owing to inability on the part of many borrowers to reduce their in~
ventories. Some good observers have the impression that inventories are
actually increasing, but data to confirm this are inadequate.

The great banks in the Wall Street section in New York City have shown
a substantial increase in loans in the last month. Bank loans on stock and
bond collateral continue to go down, and commrercial loans continue to in-
crease. Yoans on war paper are about stationary. Upstate banks have had to
expend loans in connection with the milk situation. The producers of
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evaporated.milk have been caught with large inventories and have largely
stopred production. The farmers have been starting their own evaporated
milk factories and have been borrowing from the banks heavily in the
process: not much building is required in this, the process is simple, and
the important thing is to carry the product until it can be sold. Bank
expension has occurred in connection with this.

Employment continues to decline in the New York District. There has
been a decline from the peak, which came in March or April of this year, of
about 9%, according to one official report. The same reporf indicates a
decline of 2% in the last month. Other unofficial figures would suggest a
decline of perhaps as much as 15% from the pea.k, but this would still leave
employment only about 5% below Vnormalul, as the peak was much above normai.

In some industries, however, such as textiles snd automobiles, there has
been a decline of from 30% to 4Of from the peak in employment in this State.
There has been a stiff increase in reported failures, but the vpub-

lished figures are not yet abnormally large. |

There is still a flow of funds away from New York City. Country banks
continue to borrow. There has been some outflow of currency to Cuba.

Foreign exchange rates haye declined progressively, the exchange market
is nervous, and »there is little bas:is for expecting early improvement.

The security market has been subjected to drastic cuts since November
of last year and is still reactionary, Great slumps have occurred in the
last month in the prices of common stocks of industrial corporations. Rail-
road common stocks, following a recentvadvance. have reacted somewhat-.
Preferred stocks are still declining. The edge is temporarily off the bond
market: following a sharp rise, the prices of bonds ‘have become stationary
and, in some céses, have declined slightly. On the other hand, new note

issues are being absorbed exceedingly well. There has been en increase in
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the last two weeks in the sales on British and Dutch account of American
securities in the New York market.

- Every bank statement shows. that loans and discounts are going up,
while deposits are going down. This is sufficient answer to the criti-
cism from some quarters that the banks are not properly taking care of

the commercial interests of the country.

H. B. FEPBURN,
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The business situation in the Third Federal Reserve District may be
described as being very "blue"; merchandise is steédily falling in price;
in some instances as much as from 50 to 75 per cent, without finding pur-
chasers. "With cofton for next month's delivery quoted below 19 cents a
Poﬁnd, refined sugar at 10 cents and raw sugar under 6 cents a pourd, coffge
around 7 cents a pound, wool and silk demoralized, and a large number of
other materials and commodities selling below the cost of production, it is

~ a question whether the readjusfment in values has not gone far enough.”

In textilevlines the outlook is bad. Many mills working only one-quarter
to one-half time, and some closed down altogether. Leather and glazed kid
are particularly bad. Manuf acturers have large stocks on hand, both rew and
finished, with very few, if any, buyers. The retail trade has only within
the past few weeks seemed ready to make a readjustment in their prices.

The merchants are now advertising extensively, offering their stocks at
greatly reduced prices, endeavoring to stimulate sales.

The public has arparently made up its mind that it has been held up and
forced to pay exorbitant prices and is on a strike against the retailer, who
up to this time has been unwilling to reduce his prices, and take the loss
on his stock, but has been trying to unload before the readjustment‘COmes.

Labor is much more plentiful and efficient, producing much more in a
day's work; transportatibn has improved so that merchandise is moving more
expeditiously. The Pemnsylvania Railroad reports that it handled the highest
volume of freight traffic ever transported on its system during the month of
Octcber. "Reports from all Divisions, which have just reached the general
offices in Philadelrhia, show that during the month an average of nearly
24,000 loaded cars per day, or 167,461 per week, were forwarded to their

respective destinations. This represents more than 270,000 tons of freight
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a day, or over 6,000,0C0 tons a week; loaded on the Permnsylvania Railroad,
or accepted by it from comnecting lines. The nearest approach to the
figures for Cctober of this year were those of the corresronding month of
1919, when the daily average of loaded cars handled was 23,700." The
farmer, however, still complains of his inability to move his crops to
market because of scarcity of labor and car shortage.

The financial situation as far as the demand for money is concerned
seems to have improved, although benk loans show but little reduction. The
peak apparently has been reached.

" Some borrowers have liquidated their borrowings; this is particularly
truwe of the medium-sized business houses, but the large corporations and
manuf acturing concerns are borrowing heavily, goods having backed up on
them because of lack of orders and heavy cancellations.

It is likely that a fresh demand for money will occur when the next
quarter of taxes are due in Decemrber.

Altogether, we would say that business amd finaﬁcial conditions are
far from satisfédctory ard that the January statements of business concerns
are going to show heavy inventories and increased debts, with losses on
account of heavy shrinkage in values. Business houses who have much commer-
c¢lal paper out through note brokers are likely to experience difficulty

in renewing this paper when their new statements are exhibited.

T.. L. RUF
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The Fourth Federal Reserve District has many and diversified industries,
and except for some seasonal activity, the demand for credit may be said to
be fairly constant.

The expansion of Bank credit in the past year has been, in some measure,
caused by capacity operati.n of Plants, which have been largely expanded.

The orders'necessary to run these Plants were in hand until quité re-
cently, when cancellations began and new orders were largely held up; manu-
facturers, however, report some excellent inquirieé, which are as yet un-
closed. Where new business has been closed in iro;a, steel and machinery,
prices have been cut by the successful seller or mamufécturer. In many
manufacturing esfablismnents- the‘ working hours for the week have been re-
duced f¥om twehty (20) to thitty {30) percent, in order to prolong work and
avoid losing good men; in the large establishments, however, in certain in-
dustries some Departments have been sﬁut down, and the operation of others
reduced, so that many have ‘been throam out of empioyment. Collections are
generally reported slow, and Notes and Acceptances are being offered freely
by debtors in place of cash. Many of the fammers, instead of paying out,
are asking for additional credit to buy live stock, and expect to consume
their products by feeding them, hoping they will get more in this way.

The lumber people report a quiet business. Some lumber is being offeved
to dealers at considerably reduced prices; they are, however, unwilling to
take on additional stécks, unless it is a specific material for which there
is on immediate order in hand.

In the Burley tobacco District, the non-resident buyers are proposing
to give Ac‘ceptances in place of cash, as heretofore. The figures are so
large that the Banks will be obliged to re-discount with the Federal Reserve

Bank, and with their City correspondents.

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



1044

4

District No. 4 (Cleveland)

-2- X-2060

The demand for coal has in the past few weeks' greatly slackened, due
no doubt to the prospect of decreased working hours, and a fair zmount of

supplies on hand, based on full working time. Prices have droppeci thirty

to forty per cent.

W. Sa ROWE'
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The Fifth District is largely agricultural. The more industrial and
comrercial sections find their market in the farming district, and are
directly affected by conditions there.

Crops have been universally good, the weather fine‘ for harvesting, but
prices disappointing. The wave of prosperity following the high priced crops
of last year led our people to prodigality in expenditures ard they have
apparentl& thought it-impossible for prices to recede again. Now that re-
cession has occurred, although from natural causes, the impression seems
to prevail largely that there has been combination somewhere to prevent the
farmer from reaping the fruits of his toil, and that in this .0 some extent
the Federal Reserve Banks have participated.

In tobacco sections there is some improvement. The farmers are realizing
that if business starts up they must set the ball in motion by marketing their
products, whether prices are all that could be desired or not.

Cotton prices are so low that no one will sell, and, indeed, if offered
in large Qquantities, there would be no market. The mills are runing about
half time. They have no advance orders. They cannot borrow money for storing
the raw material or manufactured product, even if so inclined.

There is practically no building. Iumber yards are heavily stacked and
are without orders.

labor conditions are less strained, many industries are laying off hands,
labor is plentiful but inefficient, wages being reduced.

The market for real estate, investment securities, etc., very active
until recently, is largely curtailed, lands still high but no changing hands.

Collections slow, some failures and more would ensue if settlements were
éenerally demanded. There is, however, a spirit of co-operation and everybody

feels satisfied that present conditions cannot be long protracted and that a
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country as productive as ours must be fundamentally sqund.

The banks are generally urging liquidation but are inclined to bte lenient.
They are granting short extensions with hope of gradual curtailment. They are
seeking no .new loans. They realize that without some movement of the crops
and some repayments, funds cannot be furnished for holding crops or for other
purposes. Many of the banks themselves are borrowing excessively. |

Our people generally do not understand why, with good coliatera}, they
cannot borrow all they want, nor why there should be a shortage of cash. A
prominent citizer; ésked a few days ago, in all seriousness - What has hecome
of all the money? Where is the Government printing press? Why cannot they
print sufficient to take care of the crops? |

The farmers. had plenty last winter. They spent lavishly. They have
borrowed to maké their crops. They now see no reason why their products
should 'not be readily marketed and not a few are indifferent as to whether
their debts are paid or not.

In the last ten days of October, loans to member banks in the 5th
District were curtailed everywhere except ini North amd South Carolinsg being
reduced from 136 millions to 132 millions. Our Federal Reéer;ve Bank is now
borrowing 10 million dollars, although at one time it was borrowing 30
millions.‘ In both the Federal Reserve and State Banking systems some bar}ks

are uncomfortably expanded and these, as well as some commercial houses, need

careful attention.

Lower prices are beginning to be noticesble but the people seem little
inclined to buy. There is a large class who have an idea that in emergencies
like the present, the Govermment shoudd take care of them. This feeling seems

to prevail throughout the country and the sconer we get away from it the better.
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In order to obtain a composite picture of conditions in our district at
this time, I addressed a communication to bankers in the various financial
centers located therein. I find pretty much the same story coming from
Tennessee that is told in Louisiana, these representing the extreme ends of
the district. The only variation in the telling of it is the difference in
the commodities involved. The condition of the ci*op varies somewhat from a
poor yield to a fair one but the market conditions are very much the same
whether is be the products of the textile mills in Tennessee, the lumber of
Florida, the rice of louisiana or the cotton of Geérgia. The only notable
exception is the anticipated crop of annual tourists to Florida which will
mature more rapidly beyond Thanksgiving. Florida is further f avorec.l by the
largest citrﬁs fruit crop in its history znd the naval stores industry is
reported to be in a prosperous condition. Tennessee is carrying a conside‘rable

‘ volume of both cotton and tobécco over from last season as well as sufferixig
from a stagnant market of the present crop. I was surprised to learn .frdrn
one of my correspondents that some cotton of the best grade had sold recently
at 172 cents. | |

In Mississirpi the lumber industry is in a condition of prostration and
her long staple cotton, the pride of her production, is no better off as to
demand than its smaller sister of the short staple variety. A4 cotton producer
of the delta country told me recently that he had made the most beautiful
white cotton that he had ever seen, picked and ginned without receiving a drop
of rain, the same kind of cotton which last year brought 973 per pound but
which this year could not be sold at 40 cents. He maintains that this is under
the cost of production.

In Louisiana the problem of slow liquidation of cotton loans is being
éhared, and besides the sugar, rice, and timber production have their own

burdens. The sugar acreage is greater than usual and while there are no
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indications of profit to the planter; there will probsbly be a fair demand at
prices sufficient to liguidate thé éost of production. The rice crop will
reach the volume of sbout 13,000,000 pockets in the United States of which
gbout two thirds must find a market abroad. The average price'last year was
around 11 cents while this year it will be around 5 cents. The sawmills are
¢losing down as ih other se¢tions of the lumbef belt. In Georgia the chief
cause of finsncial concern is in the status of the cotton crop. The boll-weevil
has done his worst there this year. The disposition to hold by the producer is'
quite marked. In that state as in other parts of the cotton area, even if the
producer would sell there is but little demend due to the deranged condition

of the export market.

In Msbama the conditions are much the same as in Georgia except to the
extent that they may be changed by the industrial production. There is a slow-
ing up however in the demand foi pig iron and steel products and in the mauu-
facture of machiner&. These are all beiﬁg somewhat affected by the Cuban
mofatérium.

The mercantile conditions in the Sixth District are not materially
different from those in other districts unless it be that because of the re-
moteness of the merchants therein from large merchandise centers, that price
reducticns are much slower. Notwithstanding these adversities, there exists a
very determined and cheerful attitude toward the problems of business throughout
the District. The bankers together with those of other parts of the South are
industriously engaged in organizing the Federal International Banking Company
to be 1oca£ed at New Orleans. This will be under the Fdge Act and will have a

. minimum capital of six millions of dollars.

OSCAR WELLS
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In general, the business ¢onditions 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
Sy the various index numbers that have béen published. According to
Bradgtreet's index, the total decline since May lst is 18.5 per cent.

The prices of textiles and hidés have been especially sffeated, and
there has been also 2 marked decline in the prices of chemicals and
automobiles. On the otﬁer hand, the prices of ifon, steel, coke, coal
cement and glass show little change.

How far rotail prices have been aifected 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 thét most of them were overstocked and felt compelled to liqui-
date and stimulate the sales which have declined considerably. One mil
order house (Sears Roebuck & Company) states that its sales for October
showad a decline of B0 per cent from the same month last year. Another
large mil order house (Montgomery Ward & Company) reports that ite sales
‘for October, 1920, showed a decrease of 37.9 per cent from Oetober, 1913.
A similar situation is indicated‘by the reports of other lirge retailers.
It can, therefore, be taken for granted that liquidation is continuing,

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

meny commodities until wages also decrease from their present high point.
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In this respect there has been very littie change,'though undoubtedly
within the next months some adjustments will take place. In this
connection one of the large steel companies, situated chiefly in

Chicago, announced on October 26 that it was laying off 1,000 men. Still
more recent;y it was announced in the daily press that an agreement had
been signed in the building'trades of Chicago to arbitrate all disputes
.arising tefore May 1, 1922. At the same time, the unions made 2 written

promise not to ask for higher wages at the expiration of present con-

Eracts. All this gives rise to a belief that wages will follow adjﬁst-
,ménts in prices, though it may be somewhat slowly.

As regards the grain situation, ths corn crop is the highest
in fourteen years, and with four exceptions the best in twenty-eight
years. It will amount to over 3,000,000,000 bushels, which is roughly
214, 000, 000 bushels gore than in 1919.

The wheat crop of 1920 is somewhat smwaller than last year's,
the figures being roughly 752,000, 000 bushels as against 940, 000, 000
bushels. The difference, however, is almost made up by a ecarry-over
amounting to over 150, 000,000 bushels.

The oat crop is also large, being about 1, L4y, 000,000 bushels,
which is 196, 000, 000 bushels more than last year and 29,000,00C bushals
above the average for the last ten years.

As a result of the size of these ¢rops and partly due to general
conditions, prices have receded. Owing to these lower prices the farmers
have threatened to withhold their crops until a higher price can be obtainad.
The effect of this was noticeable for sometime especially in the Southwest
but more recently shipments of grain to ths primary uwarkets have very con-

siderably inecreased and are now up to normal, The bright prospects
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in the Bouthwest for next year's crops nave apparently had the psychologic
effect on the farmers there of inducing them to let their grain go at
current market prices. While throughout the Northwest the banks
have exerted their influence to induce or enforce liquidation apparently
with some success.

The situation in the cattle business, on the other hand, is really
a serious one. At the previous joint meeting of the Federal Reserve
Board and the Federal Advisory Council, a committee appeared to present
the situation in regard to the cattle raising industry. The conditions
then described have not improved, but those interested in the live stock
industry of the country how realize that neither the government nor the
Federal Reserve Banks can render additional aid. They have turned to the
larger banks to relieve soxe of the dangers to the indusiry, and it is
now proposed to have a group of banks situated in Chicago, New York,
Boston, Omaha, Kansas‘City, Minneapolis and St. Paul, underwrite a fund
of approximately $30,0C0,000 by means of which smaller and weaker banks
may be aided in continuing to garry paper sold to them by in#rinsically
sound cattle loan companies. The Chicago banks have already agreed to
“underwrite $8,000,000 of this amount. It is hoped in thisnanne? to
help the situation; especially in the states of Montana, Idaho, Wyoming
and the Dakotas.

It must be noted as 3 surprising fact, that in spite of the
strihgency in the money market, there has been no difficulty in floating
new issues of securities. ' To be sure, in all cages the rates of interest
and the terms of the issues have been unusually attractive. Among those

of special interest to the Seventh Federal Reserve District may bs aen-

tioned the following issues:
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$60, 000, 000 Armour & Company 7% notes.

15,000, 000 Morris & Company 74% notes.

40,000,000 swift & Company 7% notes.

50,000, 000 Sears Roebuck & Coppany 7% notes.
8,000,000 Illinois Central R.R. equipment notes.
1,000, 000 Public Service Company of Northern Illinois notes.
3,000,000 Liquid Carbonic Company &% notes.

3,000, 000 Pfister & Vogel Leather Company 74 notes.
5,000,000 Commonwealth Edison Company 7% notes.
500, 0CO Edison Electric Appliance Company 7% bonds.
400, 0CQ S. F. Bowser & Company 6% notes.
o 16,000,000 National Leather Company 8% notes
$195, 000, 000

Notwithstanding an increase in savings bank deposits, an unusually large
proportion of new issues have been -laced with small investors so that
it has been found advisable to issue securities in denominations as small
as $100.00. Government war issues are also continuing to be absorbed by
the general public in a satisfactory manner.

- Business failures in the Seventh Federal Reserve District have
been somewhat on the increass in about the samé proportion as in the
rest of the country.  The failu}es, however, have been neither so large
nor so numerous as to cause any anxiety, and on the whole represent merely
the natural process of weeding out firms which were enabled to exist
solely as a result of the abnormal conditions brought aboﬁt by the war.

There has been considerable liquidation of deposits at.the centers

éspecially those of Country Banks, This has retarded the reduction in the
borrowings at the Federal Reserve Sanks by the larger member banks. However
fifty one banks in Chicago reporting to the Fedefal Reserve Bank on November
5 as against 49 banks rsporting on September 10th show the following con-

traction in their figures.

Loans and Investments reduced $33,389, 000.
Deposits reduced 18,014, 000.
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PRICE READJUSTMENTS: Some manufacturers and a considerable number
of wholesalers, especially in textile, general clothing, and footwear lines,
are making reductions in prices. In not a few cases they are frankly
taking their losses, which, on account of the relatively high profits
during the past six years, will not ambarrass many of the concerns, The
retailer in general is not showing the same disposition to reduce prices.

This is due largely to the following reasons:

First: He has on his shelves 2 considerable stock of high priced
goods upon which he wishes to get profit, or at least cost.

Second: The consumer is yet wary of buying.

Third: Many retailers are poor merchants, and neglect the first and
last rule of good merchandising - namely, to turn their goods.
They have become accustomed during the last several years, to
such high profits that it seems impossible to many of them
that they should have to sell goods either on a small, or no
margin of profit.

The potential buying power of the public is yet very great but they
had to pay such rapidly advancing prices during the war period, that they
are rebellious, As a camsequence, goods are not being turned at 2
desirable rate. A period of falling prices, succeeding one of very
rapidly rising prices, does not - contrary to popular opinion - stimulate
demand.  The agriculture interests, especially those having wheat and
cotton, greatly resent the falling prices, and are making efforts to hold
thair commodities. Collections in general are only fair, Normally, loans
would be paid off at this season of the year, out many will continue out-
standing for a period, until it is fairly clear both to the consumer and
to the farmer, that notning is to be gained from staying out of the market.

FINANCE AND CREDIT: St. Louis bank clearings between January and
July, 1920, were from 6% to 10% above the same period of 1919, Since

July, bank clearings for every week except one have been below those of the

same weeks of 1919, the monthly declines being from 7% to 9% below those
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of July to November, 19).9. Toans, discounts, and deposits of St. Louis
banks normally increase between July lst and November 1lst. Last year

the increase in loans and discounts during this period was 10%. A
slight decrease of less than one percent was shown this year during the
July-November period. VWhile the volume of loins and discounts is greater
on November 1lst, 1920 than on November 1lst, 1919, yet the increase
occurred during the first half of the year. On July 1st, 1920, loans

and discounts were but 337 greater than a year ago. But, due to the
absence of the normal increase from July to November, leoans and discounts
on November lst, 1920, were only 1G% more than on November lst, 1919,
Thus, the demand for funds was greater so much earlier in the year, that
the strain on the banks during last summer and early autumn was marked.
This condition was accentuated by the decline in bank deposits between
July 1st and November 1st of this year. Last year deposits incraased

85 in this period. This year they declined 5%. The deposits of country
baqks with St. Louis banks, were 32% smalle; on Novamber 1lst, 1920 than
on No?ember lst, 1919.

LABOR SITUATION: There is little unemployment, and in practically
no line is there a scarcity of labor. There is little or no disposition
to demand increases in wages, and some groups of laborers are becoming
interssted in the prospect of holding their jobs at the prevailing wages.
It is quite possible, with a further readjustment in prices, that the
wage sarmer will be willing to accept 2 reduction if, after a period, it
seems very evident that the manufacturer and distributor has stood all

the losses which are possible, and fair for him. .
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BUILDING CONSTRUCTION: Building construction has been, and still
continues, on a very moderate basis. There has been a disposition to
wait for lower prices in construction materials and wages.

SUMMARY: The general business and financial situation is not one
which is occasioning any alarm. There is a feeling of confidence in the
future. Few business men believe that we are soon to have boom times,
and most of them are convinced of the necessity and are willing to
accept the losses of readjustment. Indeed, there is a wide spread dis-
position to wanttto get on a.sound, substantiil basis as soon as possible.
There are few who have any thought that a panic is threatened, but on .
the contrary, are calmly viewing a period of industrial slowing up,
preliminary to a spring period'of some industrial improvement, and sub-

stantial, if not exceedingly prosperous, business conditions.

F, O. VWATTS.
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o ,District No. 9 (Minneapolis) X-2060
Business in the Minneapolis District is slowing down quite fast
N in all lines. This began late last spring, starting in the automobile
and tractor business and gradﬁally extending, until now it covers all
lines. This District, being largely an agricultural one, our turnover
is affected by the outcome of our farm products and the price which these
bring. Grain crops, outside of corn, are not up to the average, wheat
especialiy being below the average, and this latter is our greatest cash
producing crop. The yield of corn is above the average, but this grain
does not move to market early, it being mostly used up in feeding live
stock, which brings in money to the country after the turn of the year.
QGats, rye, barley, and flax, are as a rule bslow the average crcp, with
the possible exception of cats.
The very heavy cost of seeding and harvesting of tais year's crop
has been a drain on all of the banks in the District, and this, with the
small return in bushels, in addition to the very severe break in prices
during the past sixty days, is makiAg a very difficult situation for all
of the interior banks. Naturally, liquidation winich goes on when these crofs
are being sold in the fall is being entirely changed, first, because of the
fact that what crops the farmers have, at the present prices, are not suf-
ficient to pay all their debts, and second, Because of the break in prices
many farmers are refusing to sell what they. have, and there is shrinkage
in their deposits from those who owe nothing and who will not sell their
grain, Country banks are being importuned for addipional accommodations, and
as they are more or less in sympathy with the farmer in his endeavor to hold
’ his grain for higher prices, they are in every way trying to meet this demand

by borrowing from the Federal Reserve Bank and their other city correspondents.
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BANKING.
Conditions in the banking business are not easy, especially
s0 in the interior banking points. Many banks find themselves heavily
loaned up, in many cases with non-liquid assets, caused by the heavy
speculation in farm lands and the purchase of tractors and automobiles,
and the erection of new buildings. Tnis forces them into tne Federal
Reserve Bank and ihe city correspondents for excessive amounts - much more
than they ever were accustomed to ask for in previoué years, making the
situation far from easy and, in fact, in many places uncomfortably close.
The determined effort upon the part of the farmers to avoid

the selling of their grain on the present low market is affecting collections,
not only withtheir own banks but with jobbers and manufactﬁrers, through the
fact that local merchants in the various small towns are unable to liquidate
their bills. This in turn stops the liquidation of loans to city banks from
their larger customers, and from present appearances, means that a great many
loans which are néturally paid before the first cf the year are going to be
carried over into the new year. There is‘one thing, however, which I
believe to be a good thing, and that is the presentvcloseness of money;
and the loss thch most of the farmers are up against on account of the prices
is forcing the very élosest economy, not only in expenditures but in purchaces,
and if this is carried through the next year I have no doubt that our District
will show a very rapid recovery and our conditiocns be more nearly normal after
the harvesting of next year's crop.

At the present time I cannot see very much prospect of the larger city
banks being able to go out of débt to the Federal Reserve Bank for some months
to come; in fact, my opinion is tnat they will be borrowers at the Federal

Reserve Bank through the year 1921.
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Conditions in this District have been unusual and disappointing.
The second largest crop of wheat was raised this year in Kansas and it
was natural to expect that deposits would increase and loans would be
liquidated, but on the other hand deposits did not go up and there has
been a pressing demand for money. In the first place the Railroads could
not furnish cars to move the wheat, and when the wheat began to decline
the farmers did not care to sell, but recently the banks in the larger
centers have been pressing the country banks to have the farmer ship any
way enough of his produc£s>to pay his indebtedness. This move is beginning
to show Some result, but rathsr slow.

There appears to be nothing in the mercantile trade to indicate any
decided change in ﬁhe tendency prevailing for some time. The sweeping
price reductions of the last few waeks seem to have unsettled the public
to such an extent that purchaéeré are holding off buying beyond the actual
necessities, expecting prices to go down still more. Wholesalers and
retailers are more cautious in théir buying than ever. Retailers are

“endeavoring to unload their high cost stocks and ars buying froam hand to
mouth. The wholesalers have had some unpleasant experiences with their
customers, some cancelling orders while others actually return goods which
had been shipped to them.

Underlying these conditions there seems to be a feeling, however, that
business will, with adjustments now gding on, begin to improve after the
new year. Whether the "wigh is father to the thought" is to be seen later.

The live stock situvation has improved. There have not been as many .
cattle coming to market as compared with one or two years 2go. The farmers
have abundance of feed and in all cases where possible the banks have tried
to aid in carrying these cattle over as there is no question but that there
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is a shortage in meat animals.,

Production of crude oil is about 400,000 barrels per day in
Kansas and Oklahoma. The output is in excess of the consumptive demand
and thete is a tendency to hold back on development opsration.

In the lead and zinc fields production of ores has been regulated
by market demand. In October, for instance, nearly all the mines were
shut down for periocd of two weeks in order to curtail the output and
dispose of large surplus stocks,

Building operations have slumped perceptibly during the last half
of the year, but with greatly léwering prices of material indications

are that renswed activity will come along in this line,

) E. F. SWINNEY.
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Digtrict No. 11 (Dallas) X.-2060

The depressed cotton market and cattle market hit hard the two prin-

cipal industries of this district, making the loanable values of these

. comnodities uncertain from the bankers' viswpoini, even if abundant funds
were available, and as a consequence there is at the present time consider-

~ able pessimism,- with the cotton raisers primarily because they cannot
borrow funds with which to carry over their crops, and with the cattls
interests because many cannot get renewals and extensions of their present
loans; and another large class are unable to borrow money with which to buy
cattle to re-stock their ranges, the ranges as a whole being sparsely stocked
at the present time.

These same conditions make the banker more cautious and, with uncertain
markets ahead for both of said main commodities, the conservative banker is
slow to avail himself of discounting privileges with the Federal Reserve Bank,
and as‘a further consequence of this dual situation money remains tight with
prevailing high rates. | |

F?op a general view point, however, conditions are thoroughly sound, 3s
we have raised an abnormal cotton crop, which, even at the low price, when
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