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There i s an o ld saying - of Chinese o r i g i n , I be l i eve — tha t "Things 

a re never as good or as had as they seem". We should take t h i s philosophy 

to hea r t a t the present time. 

Pr ice recess ions and the r e s u l t a n t condit ions a re not pecu l i a r to t h i s 
• . , (1) 

country alone, but ob ta in everywhere and in countr ies where there has been 

the g r e a t e s t i n f l a t i o n of c r e d i t s and currency the d i s t r e s s i s most acu te . 

Nor a re present condi t ions unprecedented a s f a r as p a r t i c u l a r na t ions a re 

concerned, although i t i s t rue tha t a world-^vide s i t u a t i o n which depresses 

a l l b a s i c i n d u s t r i e s and productive a c t i v i t i e s i s unusual . In t h i s country 

we are pass ing through,a per iod of readjustment which i t was expected we 
\ 

would en te r into immediately a f t e r the signing of the a r m i s t i c e . In f a c t 

f o r a few months a f t e r t ha t event there was an unset t lement i n p r i c e s and a 

h e s i t a t i o n in bus iness , but an urgent demand f o r commodities and manufactured 

goods soon developed which required s a t i s f a c t i o n a t any cost and p r i c e s 

bounded upward u n t i l they a t t a i n e d l e v e l s never be fore reached i n the memory 

of the present genera t ion . 

In reviewing the condit ions which ex i s t ed a year ago, we a l l r e a l i z e 

now what was sensed by many a t the time, t ha t th ings were not as good as they 

seemed, f o r p r i c e l e v e l s were unnatura l and the burden of the high cost of 

l i v i n g was too grea t to be permanently endured. I t was genera l ly recognized 

many months ago, fol lowing the col lapse of the Japanese s i l k market ear ly 

l a s t spr ing , t h a t sweeping p r i ce readjustments were i n e v i t a b l e . In f a c t , a 

year ago l a s t summer the continued expansion of c r e d i t s and the cons tan t ly 

advancing cos t s of l i v i n g became ob j ec t s of grave pub l ic concern. The Senate 
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of the United S t a t e s on August 5 th , 1919, addressed a communication to the 

Federal Reserve Board on the sub jec t . Short ly af terwards the Pres ident in an 

address to Congress discussed these ques t ions . From tha t time u n t i l the ad-

journment of Congress l a s t June these ma t t e r s were the subjec t of f requent 

d i scuss ions i n both houses. On the 17th of May l a s t , the Senate addressed a 

r e so lu t i on d i r e c t i n g the Federal Reserve Board "to advise the Senate what s teps 

i t purposes to take and to recommend to the member banks of the Federal reserve 

system to meet .exis t ing i n f l a t i o n of currency and c r e d i t , and consequent high 

p r i c e s , and what f u r t h e r s teps i t purposes to take or recommend to mobil ize 

c r e d i t s in order to move the 1920 crop." Reference i s made to these inc iden ts 

i n order to d i r e c t a t t e n t i o n to the trend of l e g i s l a t i v e sentiment a few months 

ago. In marked con t ras t a re the e f f o r t s now being made to secure l e g i s l a t i o n 

to fo rce expansion of c r ed i t and currency wi th a view of advancing p r i c e s . 

The Federal Reserve Board i s not charged wi th any r e s p o n s i b i l i t y f o r p r i ces 

o r l i v i n g c o s t s . I t i s a banking board, which exerc ises a general supervis ion 

of the Federal reserve banks, and the r a t e s of discount which are f i x e d by the 

Board, fol lowing recommendations of the d i r e c t o r s of the Federal reserve banks, 

are not f i x e d pr imar i ly w i th reference to p r i c e s . The Board cannot w i th pro-

p r i e t y e s t a b l i s h r a t e s with a view of pu t t ing p r i ces up or pu t t ing them down. 

In the determinat ion of Federal reserve bank discount r a t e s cons idera t ion must 

be given to general condi t ions and to current r a t e s , and i n the r a t e r ev i s ions 

which the Board has approved from time to time the view has always been taken 

tha t discount r a t e s should not be pegged or f i x e d a r b i t r a r i l y , f o r there a re 

always c e r t a i n bas ic condi t ions r e l a t e d to the demand f o r and the supply of 

c r e d i t in t h i s country and throughout the world which must be taken into account, 

and the formal establ ishment of a Federal reserve bank r a t e i s merely an i n t e r -

p r e t a t i o n of these condi t ions . 

Federa l resdrve banks are not permit ted by law to have d i r e c t dea l ings wi th 
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the pub l i c but they may rediscount f o r member banks upon t h e i r endorsement 

e l i g i b l e paper a s def ined by the Federal Reserve Act represen t ing loans or 

advancements made by the member banks to t h e i r customers. The lending powers 

of National banks a re broadly def ined in those sec t ions of the Revised S ta tu tes 

of the United S ta tes commonly known as the "National Bank Act", and those of the 

S ta te banks and t r u s t companies which are members of the Federal reserve system 

as wel l as those of the i n s t i t u t i o n s which are hot members are governed by the 

laws of the respec t ive s t a t e s in which these i n s t i t u t i o n s are located* There 

i s no cen t r a l i zed control over the discount pol icy of the individual member and 

non-member banks, and the Federal Unserve Board cannot compel banks to make 

loans which they do not des i re to make nor can i t r e s t r a i n them from making 

loans which i n the lawful exerc ise of t h e i r d i s c r e t i o n they may make. 

Normally the discount r a t e of a Federal reserve bank should not control 

the r a t e s a t which member banks loan money to t h e i r customers. In the countr ies 

which have cen t ra l banks there i s a we l l - e s t ab l i shed pol icy t h a t the cen t ra l 

bank discount r a t e should be maintained a t a f i gu re s l i g h t l y in excess of the 

current market r a t e . The wisdom of such a policy i s apparent fo r i t e l iminates 

a l l considerat ion-of p r o f i t in rediscount t r ansac t ions and gives the cen t ra l 

bank b e t t e r control over i t s own reserves and causes the banks which deal with 

the publ ic to r e ly to a g rea t degree upon t h e i r own resources in extending 
. ̂ -T UV i 2.' t L 

accommodations while s t i l l a f fo rd ing them an o u t l e t f o r any undue 

of l eans . Because of the exigencies of war f inanc ing , i t has not been 
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p r a c t i c a b l e f o r the Federa l reserve banks up t o t h i s t i n s to 

adopt t h i s p o l i c y end as a ru l e Federal Reserve bank d iscount r a t e s 

are lower than the r a t e s charged by member banks . I t i s b e l i e v e d 

t h a t cond i t ions are g radua l ly a d j u s t i n g themselves so t h a t Federa l 

rese rve bank r a t e s may be maintained a t a l e v e l s l i g h t l y h i g h e r than 

cu r ren t r a t e s no t only without any d is turbance to commerce and bus iness 

b u t to t h e i r d i s t i n c t b e n e f i t . In f a c t , t h i s adjustment has a l ready 

begun i n some c i t i e s where member banks have reduced t h e i r r a t e s on 

commercial l o a n s . 

In ordinary circumstances banks r e l y upon t h e i r own lending 

power as measured by the sum t o t a l of t h e i r c a p i t a l , , surp lus and 

d e p o s i t s , and rediscount or borrow money only a t c e r t a i n seasons of 

the yea r , or a t o the r t i i res when unexpected demands are made upon them. 

Formerly i t was not regarded as a sound po l i cy or good p r a c t i c e f o r a 

bank t o permit i t s loans to be h a b i t u a l l y extended to a po in t which 

obliged i t to be cons t an t ly indebted to o ther banks f o r borrowed money. 

Before the Federal reserve system was e s t ab l i shed banks were required 

to c a r r y i n t h e i r own v a u l t s a c e r t a i n percentage of t h e i r ne t depos i t s 

i n gold or l awfu l money as a r e s e r v e . This percentage of reserve was 

cons iderably h ighe r than t h a t which i s now c a r r i e d . As regards na t iona l 

banks, the r e se rves requi red were 25$ i n gold or l awfu l money f o r banks 

in the c e n t r a l reserve c i t i e s , Hew York, Chicago and S t . Louis, 

f o r a l l o ther rese rve c i t y banks 12g$ cash i n v a u l t , and 1 2 ^ with banks 

i n c e n t r a l rese rve c i t i e s , and f o r country banks (%> cash i n v a u l t , and 

9$ with banks i n r e se rve or c e n t r a l reserve c i t i e s . This percentage 
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of reserve applied to the time deposi ts as wel l as to demand depos i t s . 

The frarosrs of the Federal Reserve Act f e l t t ha t with the Federal 

reserve banks e s t ab l i shed and a dependable means of rediscount pro~ 
I 

vided, these reserves could be lowered with s a f e t y , thus increas ing 

the lending power of the banks i n a corresponding degree. The present 

law does not require any member bank of the Federal reserve system 

to car ry any s p e c i f i c amount of cash in i t s own v a u l t . All lawful 

reserves are kept with the Federal reserve banks. Banks i n c e n t r a l 

reserve c i t i e s mist ca r ry with the Federal reserve bank a balance 

equal to 13$ of t h e i r net demand depos i t s , banks i n reserve c i t i e s 

ICffc and country banks Cn time deposi ts the reserve required in 

a l l cases i s only 3$* The Federal Reserve Act, t h e r e f o r e , has g rea t ly 

increased the normal lending power of the member banks out of t h e i r 

own resources , leaving out of considera t ion e n t i r e l y the a d d i t i o n a l 

lending power they can acquire by rediscounting with the Federal reserve 

bank. 

The extent to which the discount f a c i l i t i e s afforded by the 

Federal reserve banks are now being used shows t h a t through the 

medium of member banks the Federal reserve banks are p a r t i c i p a t i n g 

a c t i v e l y in extending c r e d i t s . Cb August 22, 1907 , j u s t be fo re the 

panic of that year , b i l l s payable and rediscounts of a l l n a t i o n a l 

banks amounted to *59•177,000 agains t t o t a l loans and discounts of 

*4,709,027,000, the percentage of b i l l s payable and rediscounts to 

t o t a l loans being 1.26$. On September 23, 1908, the percentage was 

1.11$; on September 12, 1914, t o t a l b i l l s payable and rediscounts 

had increased to the then unprecedented amount of #150,071,000, or 
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2-34$ of the t o t a l loans , which amounted to $6,U17,910,000. This 

increase was due to the dis turbance incident to the outbreak of the 

European War* On September 12, 1916, "bills payable and rediscounts 

had f a l l e n to $91)893*000, or 1.16$ of the t o t a l of loans of a l l 

na t iona l banks„ On September 11, 1917, the f i r s t year of our 

p a r t i c i p a t i o n i n the war, b i l l s payable and rediscounts amounted 

to $285,104,000, or 3-09# of the t o t a l loans, $9,234,289,000. These 

f i g u r e s , of course , r e f l e c t war f inancing- The same observat ion 

w i l l apply to f i g u r e s compiled from repor ts of condit ions of n a t i o n a l 

banks on August 31, 1918, and September 12, 1919, when the percentages 

of rediscounts to t o t a l loans were 12.8$ and 13.04$, r e spec t i ve ly . 

There has , however, "been no new f inancing by the Government s ince 

the f l o t a t i o n of the Victory Loan; the t o t a l volume of Government 

obl igat ions outstanding has decreased since September 12, 1919> when 

rediscounts and b i l l s payable of a l l na t ional banks amounted to 

$1,505,516,000, while on September S, 1920, the na t iona l banks ' 

l i a b i l i t y f o r money borrowed i n th i s way amounted to $2,299,640,000, 

or 16.8$ of t h e i r t o t a l loans of $13,723,611,000^ The f igu res f o r 

s t a t e banks and t r u s t companies are not ava i l ab le , but there i s no 

reason to be l ieve t h a t the proport ion of money borrowed by these 

i n s t i t u t i o n s to t h e i r loans and discounts i s any l e s s than tha t 

shown by the na t iona l banks. 
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The inpress ion ex i s t s i n the ninds of many tha t the Federal 

reserve system has adopted a po l icy of r ad ica l d e f l a t i o n and tha t 

the farming i n t e r e s t s have been the chief s u f f e r e r s from th i s p o l i c y . 

Ho such pol icy has ever "been undertaken and as a mat ter of f a c t 

there has been during the pas t year an increase and not a reduction 

in the net volume of "bank c red i t and currency. There hes been no 

pol icy looking towards a broad curtai lment or d e f l a t i o n of c r ed i t 

but e f f o r t s have been made to cor rec t abuses and to br ing about 

moderation and b e t t e r judgment in the use of c r e d i t s which a year 

ago were being d iver ted in to a l l kinds of speculat ive and onon->-. 

productive channels . E f f o r t s have been made also to conserve the 

resources and c red i t power of the member banks and of the Federal 

reserve banks i n order tha t they might b e t t e r respond to the seasonal 

needs occasioned by the harves t ing of the crops . 

I do not wish to burden you wi th s t a t i s t i c s , bu t i n order to 

co r r ec t wrong impressions I des i re to c a l l your a t t e n t i o n to the 

fo l lowing. On September 19, 1919 * the t o t a l earning asse ts of a l l 

Federal reserve banks were i n round amounts $2,350,000,000, while on 

J a m a r y 2 7 , 1 9 2 O , the t o t a l was near ly $3,300,000,000, an increase of 

almost *1,000,000,000, or nea r ly 50% within a period of f o u r months. 

There i s no banking system strong enough to s u s t a i n ^ i t s e l f very long a t 

so rapid a ra te of expansion of c r e d i t , and while no d r a s t i c d e f l a t i o n 

was attempted, measures were taken to regulate the c r e d i t expansion-

Discount ra tes were advanced and th i s ac t ion brought about a moderate 

amibunt of l i q u i d a t i o n , the earning a s se t s of the Federal reserve 

banks being reduced in the course of s i x t y days by about 

$100,000,000. By the middle of May, however, the 
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t o t a l loans and investment? of the Federal reserve banks appr^nc'tied 

a y . i n t h e i r previous high l eve l and the Beard ca l led the a t t e n t i o n of 

the banks and the publ ic to the importance of marketing the crops of 

1919 before those of 1920 were harvested, and of reducing borrowings 

a t the Federal reserve banks u n t i l the seasonal requirements of the 

autumn should develop. Banks were advised i n cases where i t should 

become necessary f o r them to discriminate in the matter of making loans 

to give preference to e s s e n t i a l c r e d i t s , which included a l l c r ed i t s 

r e l a t e d t o l eg i t ima te productive a c t i v i t i e s , and they weie to ld a t the 

same time tha t they themselves must be the judges of the e s s e n t i a l 

character of the purposes f or which loans were asked of them. 

On July 23rd, j u s t before the crop moving demands began t o be 

f e l t , the t o t a l loans and investments of the Federal reserve banks had 

dec l ined ' from the hi£h point about $150,000,000, and stood around 

• $3,150,000,000. Since t h a t date they have advanced s tead i ly with 

occasional s l i gh t recess ions u n t i l December 3?& when the t o t a l amount 

reached $3,333,792,000, as compared with $2,933,082,000 on December 

5, 1919- Federal reserve notes in c i r cu l a t i on on December 3> 1920 

amounted to $3,312,039,000, as against $2,881,359# 000, on December 5> 

I919. You wi l l see there fore t h a t as f a r as the Federal reserve banks 

are concerned, no cont rac t ion of c red i t or currency has been had during 

the past twelve months, but .on tne other hand there has been an increase 

in Federal reserve bank c r ed i t of $400,COO,000 and i n currency of 

$430,000, 000. 

You a re , however, most i n t e r e s t e d i n knowing".to what extent c t ed i t 

has been a v a i l a b l e f o r a g r i c u l t u r a l purposes. I t w i l l be impossible to 

give p r e c i s e informat ion on t h i s po in t u n t i l the r e p o r t s r ecen t ly ca l led 
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fo r by the Comptroller of the Currency from na t iona l banks have been 

tabula ted and the d iges t made publ ic . Tne Comptroller has asked each 

na t iona l bank fo r a statement both of d i r ec t and i n d i r e c t loans to 

farmers . The Federal reserve banks in a g r i c u l t u r a l d i s t r i c t s h a v e been 

rediscount!ng heavi ly for several months pas t with Federal reserve banks 

in the i n d u s t r i a l d i s t r i c t s . Three banks, the Federal reserve banks 

of Boston, Phi ladelphia and Cleveland, have advanced a t t imes a s much as 

$250,000,000 to seven other Federal reserve banks, whose d i s t r i c t s a r e 

l a rge ly a g r i c u l t u r a l . The t o t a l amount of b i l l s discounted by Federal 

reserve banks i n d i s t i n c t l y a g r i c u l t u r a l d i s t r i c t s i s about $1,500,000,COO. 

Efjtly in the season Federal reserve banks in these d i s t r i c t s were asked 
\ 

t o es t imate the propor t ion of t h e i r t o t a l loans d i r e c t l y in support 

of the a g r i c u l t u r a l and l i ve s tock i n t e r e s t s . The es t imates f o r 

September, 3, 1$20 were as fol lows: Federal Reserve Bank of Richmond, 

27«3$; At lan ta , 23-7% Chicago, 48.3/-; St , Louis, 22%; Minneapolis, 

65.6$; Kansas City, Dallas, 50/ and San Francisco, 58-7^- In 

some of these banks the propor t ion of a g r i c u l t u r a l paper nel'd i s much 

g rea te r now than on September 3rd . I t i s c e r t a i n tha t there has been 

no cur ta i lment of a g r i c u l t u r a l c r e d i t s by the Federal reserve banks and 

whi le , a s I have*sta ted, exact f i g u r e s of member bank t r a n s a c t i o n s a r e 

not yet a v a i l a b l e , i t seems reasonable to assume t h a t t h e r e has been a 

very l a r g e volume of c r ed i t extended by member and non-member banks i n 

support of the a g r i c u l t u r a l i n t e r e s t s . 

Senator Owen has r ecen t ly ca l l ed a t t e n t i o n t o the f a c t t h a t "The 

ind iv idua l depos i t s of New York City banks, which were November 12,-1919, 

$6,313,998,000, were reduced on November 10, 1950, t o $4,916,375,000, a 

net l o s s of depos i t s i n New York City of about $1,400,000,000, and a net 
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r educ t ion of loans amounting to a s imi la r amount", and t h a t "While the 

i nd iv idua l depos i t s and loans of New York City banks were coming down, 

the t o t a l depos i t s of a l l the banks of the country, i nc lud ing bank 

depos i t s , increased according to the Comptro l le r ' s l e t t e r of October 13, 

1920, CU5,lSU, 000, and loans increased $5> 305,13^J 000 ( inc lud ing 

o v e r d r a f t s and d i scoun ts ) f o r the f i s c a l year ending June 30th, 1920," 

I am a f i r m b e l i e v e r in the po l i cy of gradual and o rde r ly methods 

of market ing our g rea t a g r i c u l t u r a l s t a p l e s . All w i l l agree t ha t 

a g r i c u l t u r e i s the b a s i c and fundamental indus t ry , f o r upon i t s f r u i t s 

depend the l i v e s of those engaged in a l l o the r i n d u s t r i e s . The farmer 

i s a g rea t consumer of manufactured products and anything t h a t a f f e c t s 

h i s buying power i s soon r e f l e c t e d in the bus iness of the merchant and 

manufacturer* Conversely a depress ion in manufacturing and o ther 

l i n e s of bus iness i s r e f l e c t e d in the reduced demand f o r farm produc ts , 

I cannot conceive of anyone quest ioning the f a c t t h a t farming as a 

bus ine s s must be remunerative or product ion w i l l l angu i sh . I t i s 

h igh ly d e s i r a b l e t h a t the e f f o r t s of the farmer be supportedaand 

s t imula ted in every proper way and t h a t he be aided i n p rese rv ing the 

f u l l measure of h i s h a r v e s t s and t h a t he be given an oppor tuni ty of 

market ing I j is products on terms s u f f i c i e n t l y p r o f i t a b l e to warrant h i s 

s tay ing i n the bus iness of farming. I t i s we l l to cons ider , however, 

t h a t in o ther l i n e s of bus ines s , p r o f i t s a re not always cont inuous. 

This i s a l so t r u e w i t h r e spec t to farm indus t ry . The farmer , however, 

as a r u l e , has only one turnover a year , whi le those engaged i n o the r 

e n t e r p r i s e s have the advantage of more f r equen t t u rnove r s . Great 

s t a p l e crops , the product ion of which extends, over a per iod of severa l 
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months must meet the requirements of consumption u n t i l the next season 's 

crops are produced. In order to prevent p o s s i b i l i t y of shortage, i t i s 

de s i r ab l e tha t there be a ce r t a in surplus held over from one crop 

pending the marketing of the next . I t i s important, however, t ha t the 

surplus held over be not too la rge or unwieldy, f o r the marketing of a 

crop and a half when the ordinary requirements ca l l f o r only one crop 

means a l o s s unless an unforseen abnormal demand should develop. The 

gradual and order ly marketing of great s tap le crops i s a mauler of 

importance both to producer and Consumer. The dumping upon the market 

w i th in a short period of time of a la rge pa r t of a crop, the consumption 

of which extends throughout the year , means not only l o s s to producers, 

o f t e n to those who can l eas t a f f o r d i t , but involves a lso a great s t r a i n 

upon our t r anspo r t a t i on f a c i l i t i e s and upon the banks in providing the 

funds necessary f o r l a rge purchases in advance of ac tua l requirements 

f o r consumption. The dumping of farm products promotes speculat ion 

and usua l ly r e s u l t s in higher p r i ce s to the u l t imate consumer. 
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I take t h i s occas ion to say that the members of the Federal Reserve 

Board, have a keen sympathy for the farmers i n the i r p r e s e n t -predicament 

and are des i rous of doing everyth ing they can l e g i t i m a t e l y and proper ly 

to h e l p them. I t i s imposs ib le , however, f o r any banking system to pro-

vide funds f o r wi thhold ing a l l s t a p l e crops e n t i r e l y from the market for 

any l e n g t h of t ime. The volume of our great s t a p l e crops i s so l a r g e 

and t h e i r va lue so great that any e f f o r t s to v a l o r i z e them by means of 

bank c r e d i t s would i n e v i t a b l y r e s u l t i n d i s a s t e r to the community i # general 

and to the farmer e s p e c i a l l y . Orderly marketing means marketing; i t means 

steady s a l e s and steady rurchases . Gradual s a l e s make p o s s i b l e the gradual 

l i q u i d a t i o n of debts , and as the maturity of so many o b l i g a t i o n s synchronizes 

wi th the marketing of s tap le crops, i t i s probably no exaggerat ion to say 

the l i q u i d a t i o n of a m i l l i o n d o l l a r s of farmers' indebtedness maans the 

l i q u i d a t i o n of four or f i v e m i l l i o n s d o l l a r s of general debts . Your con-

v e n t i o n w i l l no doubt consider means of prevent ing i n fu ture a r e p e t i t i o n 

of nresent c o n d i t i o n s . I nssuine that you w i l l cons ider cooperat ive 

marketing, greater d i v e r s i f i c a t i o n of orops, and the maturing of farmers 

o b l i g a t i o n s over per iods extending from October to March. I suggest a l so 

that you do not overlook the importance of minor crops as a means of g i v i n g 

the farmer an add i t i ona l turnover. I assume a l s o that you w i l l cons ider 

the p r o c e s s e s of marketing and a s c e r t a i n why i n many c a s e s commodities which 

are s o l d by the farmer at l e s s than the c o s t of product ion are s o l d to the 

u l t imate consumer at h igh p r i c e s . I am aware a l s o t h a t there i s much 

apprehension on the part' of farmers as to t h e i r current indebtedness . The 

present crops were produced at abnormally higji c o s t s and many farmers, no 

doubt, have s t u f f on hand f o r which there i s now no ready market, or which 

cannot be s o l d f o r enough t o l i q u i d a t e t h e i r debt s . Such a s i t u a t i o n c a l l s 

f o r the c l o s e s t cooperat ion between t h e farmer, and the merchant and banker 
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with whom he deals . I have no au thor i ty to speak fo r the banking b u s i -

ness i n general , but I do know that as a rule the banker r e a l i z e s t h a t 

the welfare of h i s own i n s t i t u t i o n depends upon the p rospe r i t y of the 

coirmunity in which h i s bazi' i s loca ted . The average banker i s averse 

to fo rec losures or other d r a s t i c methods of l i qu ida t i ng indebtedness,ex-

cept as a l a s t r e s o r t , and my opinion i s t ha t i f the farmer w i l l go to 

h i s b a r t e r or merchant c r ed i to r vJid make a frank statement of h i s condit ion, 

giving add i t iona l s ecu r i ty i f ava i lable and i f required, and agree to make 

gradual s a l e s of h i s produce as the market develops, applying the proceeds 

on h i s indebtedness, he w i l l be able to make arrangements for present p r e s s -

ing needs and f o r requirements for another season. Many farmers have had 

t h i s experience in years when there has been a crop f a i l u r e . This i s a year 

of Physical plenty and the farmers ' t roubles a r i s e from p r i ce derangements. 

The decl ine in p r i c e s of a l l ag r i cu l tu ra l s t ap les has been v e r y marked, and 

sorr.e may not be sa lable in the present circumstances a t any p r i c e . Such 

commodities, of course, must be ca r r i ed over for account of some one and 

they had b e t t e r be c a r r i e d f o r the account of the producer. Other s t ap les 

can be sold a t a p r i c e and gradual sa les of these s t ap le s w i l l , in my 

opinion, s t a b i l i z e the e n t i r e s i t u a t i o n . The resumption of a c t i v i t y on 

the r>art of woolen mi l l s and cotton m i l l s w i l l revive the demand f o r wool 

and cot ton, and the continued employment of labor w i l l s t imula te the demand 

f o r f o o d s t u f f s and a l l other farm products . 

I s h a l l not undertake to n r e d i c t the course cf p r i c e s but I w i l l say 

tha t -nrices are r e l a t i v e and that t a r r i n g shortages p r i c e s of a l l commodities 

and goods tend i n the long run to r i s e and f a l l together . While the decline 

in p r i c e s of the goods the farmer has to buy has not been conmiensurate with 

the slump which has taken place with respec t to h i s own products , there i s 

every reason to be l i eve t h a t within a short time these i n e q u a l i t i e s w i l l 
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adjus t themselves - e i t h e r the p r i ce of farm nroducts w i l l advance or 

the p r ice of other goods w i l l decl ine . Thms i n the event tha t there i s 

no subs t an t i a l improvement i n the -orice of farm products , i t seems cer -

t a in tha t the cost of producing next year1 s crops w i l l be g rea t ly reduced. 

While i t i s t rue tha t the grea ter volume of cur s t ap le grops and the 

l a rger p a r t of our manufactured goods are consumed a t home, the mainten-

ance of our export trade i s of the g rea tes t importance to farmers and 

manufacturers, f o r a b i l i t y to dispose of surplus products abroad i s a 

potent f a c t o r in the determination of the pr ice a t which goods are sold 

at heme. The great need of the world today i s peace and r ev iva l of the 

i ndus t r i e s of peace, the reestablishment of trade r e l a t i o n s between the 

na t ions , and in my judgment the surest means of r e l i e v i n g present conditions 

permanently l i e s in the development of cur fore ign trade upon a b a s i s of 

assured permanency. This subject i s too complex to admit of i t s d iscussion 

here , but I r e f e r to i t merely to emphasize the f a c t tha t the farmer i s 

v i t a l l y e f f e c t e d by things which l i e beyond h i s own horizon. All these 

mat ters are p ress ing fo r so lu t ion and are being considered by those i n 

adminis t ra t ive and l e g i s l a t i v e au thor i ty and by barking and trade organi-

zat ions a l l over the country. In the meantime i t i s most des i rable t h a t 

there be no f e e l i n g of undue depression or d i spa i r . Remember t h a t things 

are not as bad as they seem and tha t a morale which i t i s so necessary fo r 

an army to maintain i n a m i l i t a r y campaign i s j u s t as e s s e n t i a l i n f i g h t i n g 

against i n d u s t r i a l and business depression. Let us look on the b r i g h t side 

and tafce care before advocating measures which may seem to hold out promise 

of temporary r e l i e f to consider t h e i r u l t imate r e s u l t s . One of the most 

e f f e c t i v e u t t e rances of the P re s iden t - e l ec t during the recent campaign was 

h i s statement t ha t he favored "More business in Government and l e s s Govern-

ment i n bus iness" . WE mast remember tha t war-time measures are not generally 
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adapted to peace condit ions; but no matter what the course of l e g i s l a t i o n 

may be, the so lu t ion of our economic and f i nanc i a l problems wi l l depend 

mainly upon individual e f f o r t , and c a l l s f o r good judgment and forbearance, 

s e l f - r e l i a n c e and cooperation, and a display of courage and optimism, which 

a f t e r a l l , i s r e a l l y j u s t i f i e d by fundamental condi t ions . 
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PRICE REDUCTION OF IMPORTED ARTICLES 

That the f a l l in p r i c e s , which has recently become pronounced in the United Sta.tes.-a- i s not confined to t h i s country, but i s wel l 
iiigh world wide i n i t s opera t ion may be seen from an examination of monthly average import p r i c e s of commodities e n t e r i n g the United 
S t a t e s . These f i g u r e s , a summary of which f o r the most important commodities i s presented below, a r e based on the wholesale p r i c e 
of a r t i c l e s i n the marketgof the coun t r i e s from which they a r e imported: 

Monthly average import p r i c e s of s e l e c t e d a r t i c l e s . 

Ar t i c l e Unit 1919 1 9 2 0 

September December March June September October P r i n c i p a l Country from which imported. 

I 

pound 

ton 
fl 

$ Cocoa,crude 
Coffee 
Hemp 
Ju te and j u t e b u t t s 
Manila 11 

Sisa l g r a s s " 
Calf sk ins Pound 
Ca t t l e h i d e s 11 

Goat sk ins " 
y) India rubber " 

Olive o i l Gallon 
Pap or,newsp r i n t pound 
Si lk , raw « 
Sugar cane " 
Tea " 
Tin " 
Pulp, wood Cord 
Wood pulp ,unbleached ton 
Woo ,̂ c l o t h i n g pound 

.164 $ .156 $ .179 $ .168 $ .116 
• 24 .223 .215 . 2C6 .166 

5 8 2 . 2 5 3 3 5 . 3 0 U 3 0 . 5 0 4 5 6 . 6 6 5 4 5 . 6 0 
96.88 150.40 1 1 3 . 6 5 1 2 2 . 1 2 5 1 - 8 0 

225.90 237.93 300.80 346.71 292,53 
295.00 207.66 214.17 2 02.21 150.14 

^ 9 7 .577 .632 . 5 6 1 ,387 
-33 .363 .354 .341 . 2 5 5 
. 7 7 6 -3b6 1 , 2 1 1 . 1 9 . 9 5 ) 4 

. 3 7 2 . 4 5 2 . 4 5 3 .458 , 3 9 3 
2 . 1 3 2 . 1 6 2 . 5 4 3 . 2 6 3 . 0 1 

.0355 . 0 3 6 3 . 0 4 2 1 . 0 4 3 1 . 0 5 1 2 
8 .04 9 . 6 1 1 2 . 2 8 9 . 9 9 6 . 5 6 

.0555 .0651 .0832 .1611 .1501 

. 2 5 7 . 2 4 1 .243 . 3 0 5 . 2 6 4 

.534 . 5 4 1 . 5 6 6 , 6 1 5 . 5 5 1 
1 0 . 5 3 9 .85 1 0 . 3 5 1 4 . 1 2 14 .61 
7 3 . 7 0 7b . 85 7 7 - 8 0 1 1 4 . 8 3 1 4 2 . 1 0 

.473 -553 . 6 - 3 -&59 .437 

$ .117 B r i t i s h West Afr ica and Ecuador 
, l 64 B r a z i l , Central America and Colombia 

475.79 Ph i l i pp ines 
77 .55 I n d i a 

310.6R P h i l i p p i n e s 
125.98 Mexico 

-3o4 France, Dutch East Indies and India 
.222 Argentina, Canada 

.1.07 China and B r i t i s h India , Brazi l 
. 3 6 7 India and Braz i l 

3-11 Spain, I t a l y and France 
. 0552 Canada 

6 .42 Japan and China 
.1395 Cuba 
.266 Japan, India and China 
-522 S t r a i t s Set t lements 

14.93 Canada 
148.98 Canada and Sweden 

•4-33 Argentina, Uruguay, United Kingdom, Aus t ra l ia 
and B r i t i s h South A f r i c a . 

-rl 

s*. 
> 
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Decided reduct ions a re shown f o r many a r t i c l e s of food. Cocoa, 

f o r ins tance , worth about 18 cents; a pound in September of l a s t year 

was valued a t l e s s than 12 cents a pound in September and October of 

t h i s year . Coffee dropped in p r i ce from 24 cents in September, 1919, 

to 16.4 cents in October, 1930;,cane sugar, valued a t 5 .5 cents a pound 

in September of l a s t year , rose to 16.1 cents of June of the present 

year , but dropped below 14 cents in October; since tha t time a f u r t h e r 

p r e c i p i t a t e f a l l i s known to have occurred and the November p r i ce of 

sugar w i l l be l i k e l y to be only a l i t t l e higher than a year ago. The 

pr ice of o l ive o i l , on the other hand, was $3.01 per gal lon l a s t October, 

as compared wi th $3.13 in September, 1919. The October p r i ce , however, 

i s 15 centa a gal lon lower than the peak price shown f o r June. Tea i s 

a lso Somewhat more expensive than a year ago, but i t s p r i ce of 26.6 

cents a pound in October marks a percept ib le recess ion from l a s t June, 

when the average was 30.5 cent,# a pound. 

Notable dec l ines in p r i ce are shown f o r hemp, which was valued a t 

$475,79 a ton in October, compared wi th $545.60 in September of t h i s 

year , and $583.25 in September, 1919, f o r s i s a l grass , and f o r c a t t l e 

h ides , while goats skins have advanced in pr ice from 77,6 cents a pound 

in September of l a s t year to $1.07 - a pound in October of t h i s year. 

Rubber was somewhat cheaper than a year ago, and twenty per cent cheaper 

than l a s t Ju ly , Raw s i l k , which had r i s e n to $12.12 a pound l a s t March, 

had dropped to $6.42 a pound in October, and wool, which also was a t i t s 

maximum pr i ce in March, when i t averaged 66.9 cen ts a pound, had dropped 

to 43.3 centa a pound in October. 

Among the p r i n c i p a l commodities, f o r which advances i n p r ice are 

shown i s j u t e , which rose from $51.80 a ton in September to $77.55 a ton 

in October, but. i s s t i l l f a r below i t s maximum pr ice in June and below the 
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p r i ce shown f o r September, 1919; in view of the very poor ju te crop 

repor ted from India , i t I s poss ib le tha t a f u r t h e r advance in the p r ice 

of j u t e w i l l take p lace . The l a rges t and most cons is ten t p r i ce 

advances are shown f o r paper and the raw m a t e r i a l s from which i t i s 

manufactured. Paper rose from 3.5 cents a pound in September, 1919, 

to 5 .5 centa, in October of t h i s year; pulp wood rose from $10.53 to 

$14.93 a cord, and wood pulp from $73.20 to $148.98 a ton during the same 

per iod . In the case of paper, a growing world-wide demand combined with 

a decreasing supply of rayv mate r i a l s , r e s u l t s in a p r i ce movement a t 

variance with the general downward t rend. 

A column i s added in the tab le indicat ing the p r i nc ipa l count r ies 

from which each a r t i c l e i s imported and thus emphasizing the f a c t tha t 

the p r i c e movement under discussion enc i rc le s the world. 
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December 6, 1920. 
X-2084 a 

Dear S i r : 

The Federal Reserve Board has made arrangements 
t o i s sue the "brief ed i t ion" of the Federal Reserve 
Bu l l e t i n on or about the f i r s t of each month. Accordingly, 
the mimeographed statement of "business condi t ions" a s 
published i n the Bul le t in , which the Board has been f o r -
warding t o you monthly, w i l l be discontinued, A copy 
of the br ief ed i t ion , December i s sue , i s enclosed, and 
a s member of the Federal Advisory Council, you w i l l receive 
copies of t h i s ed i t i on regula r ly a s publ ished. 

Very t r u l y yours, 

Enclosure, 

R.G. Emerson. 
Assis tant t o Governor, 

To members of Fed. Adv. Council 
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