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FEDERAL RESERVE BOARD
STATE/ENT FOR THE PRESS

For Release in Morning Papers,
Monday, May 2, 1921.

The following is a review of general business

and financial conditions throughout the several

Federal Reserve Districts during the month of

April, as contained in the fortancoming issue

of tae Federal Reserve Bulletin.

Complete business recovery is proving to be slower than was predic-
ted by many observers at the close of tae year 1920. The expectations
of many taat tiae spring of 1921 would see economic and business read-
Justment fair;y completed have not been :9alized. The month of April
has, however, given evidence of the development of an improved feeling
in manyAsections of the country with regard to the business situation
and outlook. While there is still much uncertainty as to when the re-~
adjustment now in process may be expected to reach its end, and while
the business situation in some sectiohs of the country and in some fields
of industry is still beset with difficulties, some of the recent factors
of uncertainty‘are eitaer being eliminated or are'of diminishing impor-
tance. Moreover, increasing appreciation of the nature of the readjﬁst-
ment process in business circles and in the community at large is focusing
attention upon the factors toat are delaying business recovery and is
promoting Jiscussion with a view to removing obstac}es and expediling
recovery.
The point upon which the'business situation has pivoted since the

recession movement began last autumn has been prices. Tae fall of wnole-
gale prices, wkich has been contirmous and at times precipitate in re-

cent months (especially for the agricultural-raw materials group), appeafs
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to be in process of arrest. At any rate, meny wholesale prices
nave shown a greater degree of stability Jduring the monta of April.
Prices of many basic coumodities have shown, toth by general index
numbers and by reports from the several Federal Reserve Districts,
less sensitiveness than during the preceding month. Tais fact

ié being recognized by buyers, wiko are showing an increasing dis-
position to regard present price levels as a saiisfactory basis
for dealings.

Among toe factors tnat are retarding readjustment are re-
tail prices, aigh transportativa charges, wages, and the re-
latively high prices of such highly important requisites of
production as coal and stesl. The most important immediate point
at which tke readjustment process appears to be "stickinzg" is the
retail price situation.

Wage employment conditions were recently made the subject
of a sPegial inquiry by the Federal Reserve qurd. Waile the
ingquiry snows that labor.is participating in the process of re-
adjustment, tue participation has been.uneven as between different
sections of tue country, as between different lines of industry,
and as between different groups‘of labor. Wage readjustment has

been greater among unskilled workers and those not possessed of

~a strong trade organization, and especially in sections of tae

country waose industries nave felt in a peculiarly high degree

tae effects of readjustment.
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AGRICULTURE. The agricultural situation duririg the month
may be characterized as generally favorable. The unseasbnable
cold wave which swept over the country about April 1lst did some
injury to the spring wheat, but had very little effect upon the
winter wheat. Thus in District No. 11, (Dallas), it is stated
that "reports from the wheat belt are generally satisfactory,
and indicate that the crop is in excellent condition", and in
District No. &, (St. Louis), "little danage was done to winter
wheat by the recent low temperature." However, the cold wave
checked the ravages from the pests which had been prominent
beccuse of the especially mild winter and very little further
trouble is confemplated« The condition of winter wheat on April
lst as reported by the Bureau of Crop Estimates of the United
States Department of Agriculture, was 91.0 per cent as compared
with 75.6 per cent on the same date of 1920. On the basis of
this report, it is estimated that there will be a very large
production nearing a banner year in winter wheat. The estimated
vroduction is 621,000,000 bushels as of April 1st, 1921, against
577,763,000 bushels on April 1st, 1920, while the acreage for
1921 is 40,605,000 acres, as against 41,757,000 acres on April
1st, 1920. The seeding of spring oats has been practically com-
pleted in most sections and a considerable amount is already up
and in good condition. Corn planting has made good progress, es-
pecially in some of the southern sections, although it has been
delayed in others by the wet and cold weather. In most sections
the germinating of the seed has been retarded either by the cold

or lack of moisture.
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FRUIT. The fruit throughout the fruit growing sections
suffered from the cold wave which was rollowed by frost. District
No. .2, (San Francisco) states that "sowe damage is reported from
practically every fruit and grape growing area but reports in-
dicate no serious reduction of prospective crops from this cause,"
and District No. 10, (Ransas City) reports that "all fruits
were injured more or less by the belated cold weather." The in-
Jury appears more serious in Distric£ No. 11, (Dallas) where "it
is believed fruit has been damaged at least 25 per cent and in
some sections even more."

COTTON. Goeod progress has been made in the planting of cot-
ton and in South Carolina, Georgia, Alabama, and Mississippi,_a
considerable amount is up to a good stand.  While the earlier re-
ports indicated a very large reduction in the acreage, it is
now generally understood that the reduction will not be as great -
as was previously indidated. In District No. 11, (Dallas) it is
reported that the decrease will be at least 25 per cent and as
mch as 50 per. cent in some sections. Disfrict No. 12, (San
Francisco) states that "the acreage this season will be reduced
apvroximately 50 per cent and much of it‘will be 'volunteer'
cotton grown from last year's plantings. However, District No. 6,
(Atlanta) reports that "conservative estimates place the reduction
in acreage compared with last year at from 10 to 20 per cent."
The use of fertilizer has been considerébly less than dﬁring pre-

vious years, being estimated at about one-fourth to one-third as

much as used a year ago.

*

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



. X-3106

TOBACCO. Altbough the leaf tobacco market has been dull through-
out the past month, the warchouse sales bave been in a larger volume
than is usual at this season of the year. This was probably due to
the faci that sales during the previous months nave not been as large
as in normal times, However, thoe demand has been for the better grade
tobacco rather than the cheaper grades. District No. 8, (St. Louis)
reports that "receipts of tobacco nave been fuirly neavy and prices for
the better grades well maintained." District No. 3, (Philadeiphia)
states that "manufacturers are purchasing only such stocks as they actual-
ly need, and most of them have sufficient supplies on hand for present
purposes.” The demand for high grade cigars has been in limited propor-
tions, while the demand for cheaper cigars of a reasonably good gquality
has been more pronounced. Reports from this District indicate that al-
though the industry as a whole is still operating considerably below
normal, "firms which are manufacturing the cheaper products have in-
creased production materially and are preparing to operate on a full time
basis. "

GRAIN MOVEMENTS. The March movement of grains has on the whole

been in larger amounts than last mqnth and toe same montn a year ago.
Receipts of all grains at Minneapolis were 9 per cent greater tcan
February receipts and 18.5 per cent greater than for Marca, 1920¢ While
the Ma:rch receipts at Dulutia were less than for February by 10.6 per
cent, they were greater than receipts of March a year ago by 59.9 per
cent, The receipts for the two centers combined were 4.9 per cent
greate:r than for February and 24.8 per cent greater than for March, 1920,
Digitized for FRASER
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Combired receipts of wineat at Minneapolis and Duluth were 5.0 per
cent smaller than February and 17.6 per cent greater than March, 1920.
The scme tendency is noted in the case of tas four principal markets
of District Ue. 10 (Funsas City), waere siceipss of wheat were 2.9
per cent less taan for February and 18.4 per cent greater than for
March, 1920, Receipts of corn at Minneapolis, Duluti, and the four
principal markets of District No. 10, (Kansas City), showed increases
over the previous month anl tne same monta a year ago. Stocks of
grain at the Minneapolis and Dulu:k terminals «t the close of March
were < per cent greater than at the close of February and 8.9 per
cent greater than a year ago. Prices of grains during the month of
March exaibited mixed tendencies, but there were more decreases than
advances. Tihe median price of cash wheat No. 1 Dark Northern at
Minneepolis was $1.72 as against $1.75-2 for February.

FLOUR. Little new domestic demand for flour is reported, and
buyers have shown nesitancy as a result of the continued fall in
the price of wheat. TFlour prices in general save declined similar-
ly, alﬁhouga it is stated from District No. 12 (San Francisco) that
millers who aave stocks of wheat bought at nigher prices and who
hold flour milled from this higher priced wheat have sihown reluctance
to revise flour prices to correspond with present waeat prices. Some
export demand is indicated. The export trade in District No. 10
(Ransas City) "is reported fairly satisfactory, with the demand
becoming more general.™ Domestic crade in that District in the

first week of April however was less encouraging, and mills waich

- had been working on contracts nad about caught up with the business
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on nand. Export trade in District No. 12, (San ‘Francisco) has in-
creased slizatly, but the domestic demand on toe wioole has remained
staticrerv, althoug. improvements are noted in some local areas.
Millers in District No. 8, (St. Louis) report some export demand,
centering principally upon clears. Production of mills represen-
ting sbout 75 per cent of the total output in District No. 9 (Minneapolis)
was 1,793,505.barrels during the four weeks ending March 26, a de-
crease of 3.1 per cent from the figure of 1,854,209 barrels during
the four weeks ending February 25, but an increase of 19.9 per cent
over the figure of 1,497,060 barrels during the four weeks ending
March 27, 1920. March shipments of flour from Minneapolis and
Dulutiz combined were 8 per cent larger than in February and 15 per
cent larger than in March, 1920. March production of Xansas City
mills was 30.4 per cent greater than in March, 1920, but figures
for all reporting mills in the District showed an increase of only
1.3 per cent, from 1,203,651 barrels in March, 1920 to 1,220,039
barrels in March, 1921, due to the falling off in tuoe output of the
82 interior mills. No appreciable increase in activity is reported
in District No. 12, (San Francisco), and mills continue to operate
at approximately 45 per cent of capacity, as compared with 80 per
cent luring March, 1920. Output of 76 mills during March, 1921 was
627,417 barrels, as compared with 573,420 barrels during February
reported by 80 mills. Plant operations in District No. 8, (St. Louis)
nave been at from 40 to 50 per cent of capacity during the 30 day

period ending April 15.

.org/
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LIVESTOCKX. The condition of livestiock on farms and ronges con-
tinues excellent, althoug. in certain sections, such as Arizona,
rainfall nas been deficient and stockmen nave suffered aeavy losses.
The stocker and feeder movement of captle and calves at 34 markets
was 233,477 head during Marca, as compared wits 174,504 kead during
February and 239,363 head during Marck, 1920. Thae large surplus of
corn it is stated has givea a new impetus ¢ tae swine industry in
Kansas and Nebraska. Tue aemand for stockers in Marcia at Fort Worth
however was "quite light, znd few shipments were secured for return
to the country. "™ Reports from the principal markets in District
No. 12 (San Francisco) state that "inguirics are few and‘stockmen
are not buying to increase their nerds." The season has been favor-
able for lambing in New ljexico ani "the crop of lambs in that section
and in the Panhondle is estimated at 85 per cent." A good lamb crop
is rerorted to be in prospect in District Np. 10, (Zanses City)5
Movemert to market of itie various classes of live stock differs some-
what. Receipts of cattle and calves at 1o western markets during
March wers 1,119,546 bead, as comparad witu 835,535 head during February
end 1,195,622 zead during Marchk, 1920. The respective index numders
were 111, 89 and 119. Receipts of cogs sowever saowed a decrsase
from 2,902,107 head during February, corresponding to an index nunber
of 141, to 2,390,480 nead during larcz, corresponding to an index num-
ber of 109, as compared wita 2,852,171 need during ifarch, 1920, cor-
respoﬁiin; 0 an index number of 130. Receipts of sueep were greater

- N . - - - T\f T
during March than receipts for either February, 1921 or Marca, 1920.
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The Marca 1921 figure was 1,151,549 cead, taoe February figure was
G72,647 nead, ani tae Marca, 1920 fizure was 899,750 scad, waile the
respective index numbers were 85, 73 and £6. In tae Fort Wortu mar- -
ket, "the heavy increase in recéipts of aogs was easily toe most out-
standing feature," but nevertuieless toere was a keen demand and the
market was well maintained. Toe supply of meat animals ab the six
markets of District No. 10, (Xansas City) in tae Tirst three montis
of 1921 1is stated to bave been fully up to meat consumption require-
ments. lMarca is said to have been one of tke poorest months in the
aistory of tae industry in taat Disbrict. Tae abundant supplies
of beef n packers' coolers, it is reported from Disirict Fo. 8 (St.
Louis), ias a tendency to aold down prices. Hog prices Zave contirued
- _ . ¢hiefl 5 g
to decline steadily, and tais is ascribed /to %‘.minisnei counsusgEtion
of pork products, Jue to adverse industrial coniitions. Tae fresa
pork market cowever remains exceptionally active in tie Pacific North-
west, and Leavy scipments continue to be received from Midile Western
points.

JOI--FERRQUS METATS. On Marca 28 seven of vae larzest copper
corpanies of tue United States ceased tieir mining operations, Several
otoer corpanies stoppei'producin,;: during April ond it is estimatad that
the production of the mines waich concinue to operate is less tanan 30 per
cent of the normel total ’American production of coprer. Tae cessation of
operatvions by mosv of tae larger producers was due to tae large stvocks of
coprer in the country and tae present unrermnerctive copper prices. As

X a result of the amouncement of tais curtaiiment of mining operations the
price of copper (Wew York, net refinery) rose from 12 cents to 12.50 cents
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in the latter part of Marcn, but there has been some shading of the latter
price in sales made since April 15. There was a slight increase in the
price of zinc during April whkich presumably resulted from the severe
restriction in output. March production of zinec zmounted to 15,741 tons,
as compared with 17,7C9 tons produced in Feb.i.ary. Lead production is also
at a low level, althouzh steccks of lead in the Unjited States are believed
to be much less in prcpo:tion to consumption than is the case for either
copper o zinﬁ. There has Leen little change in the price of léad since
the increase to 4.25 cents (New York and St. Louis bases) on March 31,

obut demand continues slack, District Ho. 10, (Kansas City) reports that

there are only 36 lead and zinc mines working at present out of a total

of 208 mines.
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COAL. Tittle demand for bituminous coal is reported. Consumers
are stated ;o be buying only for immediate needs, while industrial demand
is retarded by the general business situation. ¥rom several Districts it
is reported that there is no desire to contract for next fall's deliveries
at present prices. Little change in prices, however, is reported, althcugh in
gome Districts it is st@ted that there is a slicht downward trend: Railroads
in District No. 1C (Eansas City) are relying on storaze piles for a good
part of their present requirements, and are buying little coal in the mar-
ket. One of the princival producers in District No. 4 (Cleveland), however,
states that more inquiries were received during the first half of April than
during the first three months of the present year. Production shows some
falling off, from 30,851,000 tons during February to 30,328,000 tons during
March as compared with 16,832,000 tons during March 1920. The respective
index numbers are 89, 82, and 126. Production of anthracite coal likewise
declined in March, being 7,f03,000 tons, corresponding to an index nurber of
103, as compared with 7,845,000 tons during February, corresponding to an in-
dex number of 114 and 7,857,000 tons during March, 1920, corresponding to an
index number gf 106, The customary spring reducticns of 50 cenuts per ton
on prepared sizes have been annoﬁnced by all railroad coal companies but one,
and retail prices in District No. 3 (Philadelphia) are from 75 cents to $1.50
lower than winfer prices. Some quickening of demand is reported from that
district as a result of the slight reductiuns in retail prices effective
April 1, but "on the whole the result has been disa pointing to the dealers".
Protably the largsr part of March deliveries are stated to remain stored in

the yards of dealers. The lack of retail demand is ascribed in part to the
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fact that the remrarkably mild winter has left many consumers with a large
vart of last winter's supply on hand, as well as to the expectation of
further decreases before fall, in viewof the initial price reductions.
Demand is least for the steam sizes. Further price declines are reported
in coke, together with a decrease in production. It is stated from Dis-
trict No. 3 (Philadelphia) that "it is doubtful if more than one fifth
of the nation's productive caracity is being utilized".

PETROLEIM, Production of petroleum showed a light gain during
March. There has been a continuous increase in the préduction of the'
Kansas-Oklahoma fields since January 1, 1921, and the average daily pro-
duction for four weeks ending April 18 was 370,500 barrels, as compared
with an average daily production of 361,250 barrels for the four weeks ending
March 11. 1In California the average daily output during March was 337,683
barrels, as compared with 327,864 barrels in February. These increases were
partly offset by a decrease in average daily production of District No. 11
(Dallas) from 403,2U3 bvarrels in February to 394,17Y4 barrels in March. There
was a further decline in drilling operations during March. WMost of this de~
crease occurred in District No. il, where there were only 395 new wells com-
-pleted in March, as compared with 491 wells in February. In District No. 10
(Ransas City) only 768>new wells were completed in March as compared with
771 in befuary, but new production amounted to 71,460 varrels daily as com-
pared with GS,QFF barrels in February. Sixty-six new wells were completed in

the California fields, during March, as compared with £0 in February. There
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was a distinct slowing down’in the price recessions of petroleum products
during March, and this was reflected by the maintenance throughout the
month of a crude oil price of %1.75 per barrel in most of the Texas fields.
Refinery runs in Kansas and Oklahoma were materially increased on April 1
by the resumption of 13 refineries which were not orerated in March.

IRON AND STEEL. The outstanding event during the month in the iron and

steel industry was the reduction by the United States Steel Corporation on
bpril 12 of itg schedule of prices on various standard products to figures

6 to 15 per cent below the prices of the Industrial Board. bprior to the
cut, several of the larger independent producers announced advances of

%2 per ton on dars, plates and structural steel shares, while subsequently
further reductions were announced by steel corporation mills. Prices of the
two groups of producers are now in general at the same levels. The erxact
influence which these price changes will exert is as yet uncertain. It

is stated from District No. U4 that "a dragging market in generai has con-
tinued". Some betterment in that District however has been reported with
respect to the automobile and building industries. "Suspensions of orders
for steel with the mills have been lifted in an increasing way" by the form-
er industry, and "some new buying has also resulted". The demand is stated
from District No. 3 (Philadelphia) however to have been far below expecta-
tions, and the total consumption of automobile and truck manufacturers is
given as only 5 per cent of the total product of the iron and steel industry.
This District also reports little demand from the building industry. It is

stated in the various reports that buyers in general apparently lack confidence
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in the present situation. These conditions are reflected in the statistics
showing the scale of overations in the industry. At the close of March
only 103 blast furnaces in the country were active, a decline of 52 during
the month, as compared with 317 ac*ive at the close of September, the
peak for last year. Pig iron production during Makch was 1,595,522 tons,
as compared with 1,937,257 tons during February. The respective index num-
bers were 69 and 90. Production of steel ingots declined from 1,749,477
tons during February to 1,570,978 tons during March. The respesctive index
numbers were 80 and 57. A further decrease in the unfilled orders of the
United States Steel Corporation is reported, from 5,933,857 tons at the close
of February, corresponding to an index number of 132, to 5,284,755 toﬁs at
theVCIOSe of March, correstonding to an index nﬁmber of 119. Regports in
Distriet No. 3 (Philadelphia) indicfte that rroduction is less than 30 per
cent of caracity, and even with this output, stocks are accumulating in the
hands of producers. Some resunption of activity in pig iroa trroduction is
reprorted in District No. 5 (Atkanta) since the beginring of Arril. Owing
to large stocks of ore on dock and in furnace yards, there is a slow orening
of the shipoving season on the Great Lakes.
AUTOMORILFS. A considerable increase in the demand for standard makes
of automobiles is reprorted from District Yo. 7 (C.icazo). The mcre conserva-
. tive dealers in District No. 3 (Philadelphia), however; feel that the natural
seasonal improvement arpears larger than the facts warrant as conditions in
the trade were exceptionally dull last winter. A trend toward lower prices
was reported in District No. 7 (Chicago), while in District No. 3 (Philadelphia)
there was rather a tendency on the part of the dealer tc¢ zive extra parts or

accessories in place of reducing the w»rice ¢n standard rodels. Stocks of
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cars in the hands of retailers have been reducved below January figures.

It is noted.from District No. 7 {Chicago), however, that caution prevails

and that there is still some disposition ra the part of Luyers to wait for
lower prices, while other factors which retafd buring are the lack of capital
to finance large operations and the curteiled buying power of the agricultural
sections. Carload shipments of manufacturers prcducing 2/% of the country's
output are reported by District No. 7 (Chicags: to have been 16,5C0 during
March Aas compared with 9,92@ during February and 29,326 during March, 1920,
while the equivalent of 10,00C carloads were driven away under tneir own
power in March, 1921 as comparad with 7,491 during ¥Fsbruary and 57,273 during ™
March 1920. In some inslances manufacturers show a mérked incrzase in opera-
tions. TFrom District No. 3 {Fhiladelvpkhia) it is ctated that Operationsvin the
fall and winter were not over 05 par cent of uorwal, rany plants being entire-
1y closed, while operations in general are now at about O ver cent of normal.
The 1ﬁprovement in business commencing in March reported by dealers in Dis-
trict No. 8 (St. Louis) has continued, but is "fitful end irregular® and is
found rather in the large cities than in the country.

CO™MCON TEXTILES. Cotton consuiption during March for the country as a

whole arcunted to 437,933 bales, less than 25 per cent below the totals for
March of the preceding year. There was greater stabilization in the price of
raw cotton during the month, and the price of gray goods after declining to

% cents a yard for the standard 383 inch width, advanced slightly. Neverthe-
less, District No. 1 (Boston) reports that &t present trices the spread between
a round of cloth and a pound of raw cotton is only 22.5 cents whereas a year

ago it was avproximately a dollar. Fall River sales of print cloths are of
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moderate proportions. Brown sheetings and standard brown drills can be pur-.
chased about 3 cent a yard below 1a§;_nwnth's ieveis, The demand for pillow
tubings is such that three well knowﬁibrands, sold ahead for months, are with-
drawn from the market. The demand for ginghams has been good and some mills
have sold their entire output from May to August. There seem to be no pro-
nounced general tendencies, as the activity of certain mills manufacturing
fabrics that havpen to be in demand at the moment are offset by the relative
inactivity in the gray goods mills. District No. 3 (Philadelphia) reports that
the deuénd for heavy cotton fabrics such as are used in the manufacture of
tires is slight, and mills manufacturing goods of’this sort have largely cur-
tailed operations. There has been little change in yarn prices during the
imonth. Sales of low priced cotton goods and low priced hosiery were reported
to have improved somewhat, but the demand has been largely met froms tocks, as
yarn mills have recently been curtailing their operations. In the South,
textile mills are revorted to be running approximately full time in District
No. 5§ (Richmond). Some orde}s are bteing received for goods used for print
cloth, and o;ders for future delivery are also being taken by knitting mills in
the District. Wage cuts in the Southern mills have been more drastic than in
other sections and it is said that ¥ many pe0p1é in the trade claim that the
reductions have been in keeping with the lowered prices for raw material”.
In District No. 6 (Atlanta) a number of reporting mills show an increase in
_ yardage of U.5 per cent during Maréh as compared with February, although

“there was a decrease of 22.1 per cent as compared with a year ago. The
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increase in orders on hand during the month was negligible, but much greater
than a year ago when newvorders were not acceptable because of the press of work:
It is said that few mills are as y=t working at full day caracity, although a
nurber indicate orders on hand which will require full running time for sev-
‘eral weeks for their completion. The increase in yarn output (by pounds) of
reporting yarﬁ'mills increased & per cent during the month, although totals
were 26.2 per.cent below figures for March, 1920. There was a slight decrease
of 1.1 nef cent in orders on hand as c¢-rpared with February, and the time re-
quired running fuli to complet= orders on hand average.about one month for all
reporting mills., There haé been a recent incrzase in export sales of cotton
grods amounting to between 10,000 to 12,000 bales and consisting principally
of drills and sheetings to China, India, ahd the Levant.

- FIVISFING OF COTTON FARRICS, Thirty-four of the 58 memters of tre

National Association of the Finishers of Cotton Fabriés reported total fin-
ished yerds billed during tre month at 86,732,621 yards, as compared with
:55,U35,871 vards in February. The total average percentage of capacity.
operated was 67 per cent for 2ll rerorting Districts, as cowpare& with Bl

per cent during the preceding month. The total yardage of finishing orders
received for gray goods amounted to 88,342,599, as compared with 76,201,806 in
February. The total average work ahead at the end.oflthe month amounted to
8;M Aays for all reporting Districts, as com@ared.with 8.5 days during the
pfeceiing menth, |

WOOLFN TFXTITFS. The Roston wool market has expsrienced little change

during the past month. WNot much wool is being sold but prices have neverthe-

less strengthened somewhat. A lot of the South American medium grade wool

has been taken from the market. Receipts of foreign wool are considerably
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larger than a year age, it is stated, and..competent wool men estimate
_that there has &lready been more wool imported into this country since

the beginning of 1921 than has been consumed by our mills in that period.
In all Districts woolen and wdrsted mills are showing greater activity,

and in District No. 1 (Boston) several mills are reported to have booked as
many orders as they care to accept at the vresent time. ~Top manufacturers
are well booked up and production is not far from capacity. In Distriét No.
3 (Philadelphia) many cloth mills are operating at capacity, while others
are running from 50 per cent to 75 per cent. In the Philadeiphia market
the increased activity is not reflected in the.demand for yarn. Some

yarn manufacturers are running at full capacity, but orders are being
vlaced for current use almcst entirely. Manufacturers of medium and low-
er counts of yarn have not done as active business as producers of the

fine counts. The operations of the former are reported to be from one-
third to two-thirds of normal. The latest figures available prepared by
the Derart-ent of Commerce giving percentages of idle hours, to the total
‘rerorted on March lst showed that 37.9 per cent of the worsted spindles
and 50.5 pver cent of the wcolen spindles were idle, whereas on April 1lst
the percentages had fallen to 25.7 per cent and 3U4.1 per cent respective-
ly.

SILK TFXTILFS. There has been a continued increase in the manufactur-

ing activity of the silk mills during the month and one encouraging factor
tending to sustain the improvement that has already teken place is the
felative stability of the vrices of raw silk, Der@nd for the raw material
for immediate delivery is active but as yet confidence as to market develop-
ments is mot great encugh to have resulted in the placing of large orders
for future delivery. The silk warehoused in New York at the end of the
~onth amounted to 15,386 bales as comp3red with 27,928 bales in February,
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while 14,0U43 bales were imported in March as caspared with 14,361 “bales in
February. The mills inh Paterson and Aearby towns are now. reported to be oper-
ating at about 60 per cert of maximum capacity as compared with Y9 per cent dui-
ing the preceding month.

HOSIﬁRY. It is stated in the renort fro& Pistrict No. 3 {Philadelphia)
that there has been élgéneral improvement in the hosiery industry during the
past month, and that the derand for silk lines hos been especially marked, A
strike is still in progress in the majority of the Fhiladelphia fuli—fashioned
hosiery mills and the result has been that mills in t1= Reading district hawe
had more orders than they could accept althcugh the dewrand is for immediate
delivery. The inability to secure deliveries on fu.i-fashicned hosiery has in-

. creased the call for other lines, and mills are now working on orders. The
degmand for mercerized and lisie liosiery has shown Lmprovement during the
month but it is estiﬁated that it is only about 50 per cent that of a normal
#ear, Twenty-five firms selling to the wholeszle trade report an increase of
15.8 per‘cent in the product manufaciured duiing Meren as compared with Febru-
ary 1921. TEight £4 rms seiling to the retail trade had a product 65.5 per cent
in excess of February; ofders buoked'during March were 5.5 per cent greater
then in February, while unfilled orders on hand at the end of the month were
L8.1 ver cent in excess of the preceding month. The output as compared with

a year ago was nevertheless negligible.<beihg 9%.3 per cent below those totals.
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UNDERWEAR. The majority of underwear mills in District No. 3
(Philadelphia) are booked to capacity until the end of the light weight
season. Normally orders are vlaced and largely made up for shipment by
the middle of January, but this yesr buying was late and in limited
quantities. Duplicate orders, placed in March as & result of the un-
expectedly heavy public demand, have increased the volume of business
beyond the present capacity of the industry. On the other hand, forward
orders for heavy weight underwear have been few although sowe rills have
bodked sufficient orders to maintain total capacity until the end of

August. The uncertainty regarding price trends and the lack of definite
information as to stocks carried over from last winter mske buyers hesitant

to adopt a policy for the future. Twenty firms in District No. 3
(Philadelphia) which meke monthly revorts to the Federsl Reserve Park

had an increase of 85.& per cent in their output in March as compared With
February although it was still 29.5 per cent nelow the totals for the same
month of the preceding year. Orders bodced were 13.5 per cent below
those for February and unfilled orders on hand at the end of the month
were 10 per cent greater than at the end of February.

The 62 mills which neke reports to the Knit Goods Manufacturers Asso-
ciation had an output in March of 102,415 dozens of winter underwear which
was 31 per cent of normal. The production of summer underwear amounted to
318,725 dozens or 62.5 per cent of normal. Thirty-eight mills which
furnish data for both February and March had & production of 261,934 dozens
during the latter month as compared with 147,822 dozens in February. Unfilled
orders on the first of March dropped, however, from 588,127 dozens to 269,10u

dozens. New orders received during the month of March rose from 205,260

dozens in February to 284,712 dozens in March. There was a slight increase
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in cancellations which rose from 1,619 dozens to 5,173 dozens.

SHOEGAND LFATHER. ©Prices for hides and skins showed little change

during March and the volume of trading has not increased perceptibly. Demand
for sole leather and staple grades of upper leather continues to be siack,
but demand for colored glazed kid, suede, calf, ooze, and certain other kinds
of calf leathér continues to exceed the available supply. There was some
increase in the demand for belting leather, harness leather, and upholstery
leather during Merch. The volume of leather exvorts con;inues to be very
small. District No. 1 (Boston) remorts that "prices on the whole are showing
a slicht strengthening but the very large supplies of leathers in the country
act as a deadening influence on any general upward movement." There has been
some slackening in the demand for women's shoes since Baster, but this has
been largely counterbalanced by an improvement in demand for men's.shoes.

. Both retail and wholesale sales of shoes are reported to be exceeding produc-
tion at the present time. The net result of March operations in District No.
1 (Boston) was a reduction in the size of stocks of shoes on hand in factories
and faCtbry warehouses.  Shipments of shoes from the factories of New Fngland
were considerably larger in March than in February, yet or&ers on hand April
1 showed an increase over those on the books March 1. "Production was
apparently at a rate slightly below 50 per cent of capacity'. In contrast to
this, District No. 3 (Philadelphia) reports "that the shoe manufacturing
industry at the present time is operating close to capacity and that business
for the spring and summer seasons is approaching normal". However, buyers
in that pistrict still refrain from ordering for future delivery and the
business in the hands of the manufacturers is practically entirely for
immediate shipment. District No. & (St. Louis) reports that shoe factory

operation is larger than at any time this year, averaging from & to 90 per
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cent of capacity. Many plants turning out women's and children's footwear
are operating at full time. "Prices show a further decline, except on
goods in seasonal demand and the fancy grades of women's wear."  Qrders
for summer goods are being obtained in some cuantity by salesmen in
District No. 7 (Chicago). Good qualities are wanted and the demand for
novelty lines is strongef than for staple goods. "The retailers have
brought prices down recently until they are more in line with replacement
cost but these prices have not kept pace with wholesals. reductions."”
LUMBER.  Demand for lumber increased semewhat during March, but only
as & result of a fu¥ther reduction in orices. District No. 12 (San Francisco)
reports that "the volume of buying is increasing although it is still con-.
servative and purchases are only to meet current needs." Orders received
during the four weeks ending March 26, by the four lumber manufacturers
associations of that pistrict showed an increase of 30.2 per cent over the
Yreceding four weeks. Production during the same veriod increased 17.1
per cent and shiwments 68.1 per cent. Uncertainty as to the volume of this
‘season's operations in the canned fruit and salmon packing industries has
resulted in & curtailment of operations of box shook mills to 50 per cent
of capacity. One hundred and eighteen mills belonging to the Wiest Coast
Lumbermen's Association reported for the four weeks ending March 26, a cut
of 187,917,000 board feet, shipments of 209,970,000 feet, and orders of
213,431,000 feet. Corresponding figures for the preceding four weeks with
the same number of mills reporting, were as follows: 162,648,000 feet,
157,970,000 feet; and 167,483,000 feet. In District No. 11 (Dallas) grices
were practically stationary throughout March. Production of 29 southern
pine mills during March was equal to 60 per cent of normal. 6rders bodked
by these 29 mills were equivalent to 61 per cent of théir normal production,
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whereas the 30 mills which revorted liring February bodked orders equivalent

to 56 per cent of their normal production. Prices of Fine have sagged
slightly in District No. 6 (Atlanta). Production of 134 mills belonging to
the Southern Pine Association was 29.5 per cent below normal during the week
end{ng April 1, while shipments were 25.3 per cent below normal production.
Orders received during that week were larger than in any week since Jamuary,
but were 23.9 per cent below normal production. Production in the Termessee
hardwood mills for tre first three months of 1921 is reported to be 75 per
cent lower than in the same period of 1920, and many of the mills are being
closed. District No. &8 (St. loouis) reports that industrial buying has in-
creased somewhat in both softwoods and hardwoods. "Railroads are virtually
out'of tre market, and}gonsequence the prices of heavy timber, cross ties,
and car stock have declined more heavily than in any recent month." Price
reductions were made during March by a majority of the retailers and about
half the manufacturers reporting in District No. 9 (Minnearolis). The
March cut of 12 manufacturers was 7 per cent greater than in February, and
shipments were 20 per cent greater, while stocks at the close of the month
had increased 5 per cent. As compsred with arch, 1920, cut was 26 per cent
less, shipments 66 per cent less and stocks at the close of the month 51 per
cent greater. The demand for lumber has imoroved somewhat in District No. 3
(Philadelphia), but the price trend has continued downwerd ana 80 per cent
of the orders are being filled from stock on hand.

BUILDING OPERATIONS. Building operations showed increased activity

during March, which is a normal condition for this season of the year.
Number of building permits, value of building vermits, and value of contracts
awarded all registered marked increases as commared with February. This

increase is particularly large in the case of numver of permits, as a result
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of the contimued increase in the building of residences. Contracts
awarded in the New England states amounted to $13,262,000 during March,
an increase of &4 per cent over February. District No. 2 (MNew York) reports
contracts &mounting to $29,846,000 an increase of 40 per cent over the
February figure. Of this total 59 per cent were for residéntial buildings,
as compared with 48 per cent in February and 4O per cent in January. "The
increase in residential construction has been confined almost entirely to
the least expensive aparurents and small homes®. In District No. 3
(Philadelrhia) there has been ; large increase in the value of building
pe#mits issued during Varch in comparison with the February figures. Funds
for mortgages have been difficul; to obtain, but tkére has been a stéady
increase in number of houses bought through the building and loan associa-
tions. District No. 4 (Cleveland) shows an increase in value of building
Permits issued during March, tut there still seems to be a tendency to wait
for lower costs before commencing construction. Reports from 23 cities in
District No. 5 (Richmond) show 1,718 permits issued for new construcfion
during March, in comparison with 894 permits issued in February. This
rumber was greater than that for any month since February 1G20. Valué of
building permits in District No. 6 (Atlanta) increased about 50 per cent
for March in comparison with February figureé. Noteworthy increases in
activity occurred in Atlanta, Birmingham and Tampa. In District No. 7
(Cricago) there was an increase in value both for building permits and con-
tracts awarded.during March, as compared with Februvary figures. District
No. 8 (St. Lcuis) shows an increase in value of tuilding permits for three
leading cities in March, as compared witp February, but these figures are

' very much below those for March, 1920. In District No. 9 (Minneapolis)- 18u47
permits valued at $é,6u7,666 were issued in the reporting centers in March,

as compared with 783 permits valued at $2,179,784 in February. This increase
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is due tq‘a suhstaritial gain in the number of permits issued for repairs
and alterations. Seventeen cities in District No. 1C (FKansas City) issued
2,778 contracts in March, an increase of arout 1C0 per cent over the
February figire and an increase of about 18 per cent over the total of
March, 1920. District No. 11 (Dallas) revoric that hoth the number and
value of tuilding permits issued in March was the largest montrly total
since October, 1920. The value of building permits for 20 cities of
District Ne. 12 (San Franciscc) amounted to 18,542,375, an increase of
‘57 per cent over February, 1921, and 27 per cent over March, 1920.
Nunber of permits in those cities increased U7 per cent over February, 1921,
and'38 ver cent over March, 1G20. "peclining prices of building materials
and some reduction in labor costs have reduced the number of factors which
have been retarding building operatirrs.t - |

EMPTOYMENT. The Fedefal Reserve Eaﬁks have just compléted a épecial
inquiry into changes in employment conditions and in rates of wages
occurring &uring the year ending April first. The results of this inquiry
will be published in the Federal Reserve Rulletin for May. i

In addition to presenting facts

concerning wages and employment as compared with a yeér ago, however, several
Districts present comparative data for the months of February and March.
Iin Distpict No. 3 (Philadelphia), for example, the estimates of the local
officers of the Pennsylvania Rureau of Employment indicated that on April:
15 unempl oyment was still increasing in the cities of Philadelvhia, Altcona,
‘Harrigburg, Johnstown and Scranton teken as a group, since the total number

of unemployed was revorted at 177,645 on April 15 as compared with 147, 115

on March 15. In District No. -7 (Chicago) questiomnaires are sent regularly
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to representative nanufacturing concerns and for the month of March
returns were received frow 61 firms then exwloying 41,000 persons and
statistics showed a reduction of 6.5 per cent in numbers employed &s cor-
pared with February. The greatest reductions in volume of employmenc
were in the metal and rachinery trades and among the worlers in railroad
equipment shots. On the other hand, the automotive industry has shown
& steady increase since December, on the basis of returns zade by 79 firus
to the Eumployers! Association of Detroit. In December only 14 per cent
as many nen were employed as in Septenber, the time of greatest activity
when 176,009 were on the pay rolls. On April 12, the number had risen to
100,347 from the December minimum, or 57 pér cent of the September total.
From District No., & (St. Louis) it is also revorted that "Feueral and State
labor commissioners and employmént agencies show a further increase in un-
employmént...with most acute conditions in the retal industries and trans-
rortation and common labor most affected”. In textiles, boots and shoes, .
qlothin;'and furniture, however, the riumber of unemmloyed was considerably.
decreased during the month of March by resumtion of plant operations. It
was likewise true that unemployment increased in District No. 9 (Minneapolis)
during "farch. According to revorts from the Federal emrloyment agencies
in Minne apolls, St. Paul and Duluth, recuests for heln wanted were 73.4 per
cent of those for Febrﬁary in the case of men, while 83%.5 per cent as many
men were placed in March as in February. For women, however, there was an
g4 per cent increase in recuests for helv wanted andla 5.2 mer cent in<
crease in numbers placed as comxared with February. Revorts of mining
cgmzanies indicated no substantial'change in numbers"employed in March.

As a matter of fact, the largest Montana and Michigen mines were closed on
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April 1. Tumber companies employing 1,762 men in March had reduced their
forces 17 per cent as commared with the pre-:ling wonclh, Tictrict Ne. 12
(San Francisco) stated that unémployment in that territory was less than
a month ago, excepting the sections of Arizona and Utah in which the large
copper mines, now closed, are located. OQutside of minihg, the lumber
industry reﬁorted.the greatest amount of uwnemploymernt but work was in pro-
cess of resumption. Portland reported a decided decrease in unemployment,
as did Seattle, while conditions in Spokane were practically unchanged.
Industrial concerns in Califbrnia were employing more men than they were a
‘month ago.

Although a large amoun: of surplus labor in the industrial centers
has been absorbed by the seasonal increase in demand for farm labor, it is
very generally commented upon thdt farmers are endeavoring to economize by
doing more work themselves and depending less upon hired belp.' Consequently,
the relief to the unemployed with the opening up of spring farming activities
is not likely to be so great as was anticipated. In view of the unusual
supply of farm labor and the restricted demand, it is inevitable that wages
should show a sharp decline. District No. 4 {Cleveland) revorts that in
the State of Ohio wages for farm hands now average 340 a month with board,
as compared with 452 last year. In District No. 6 (Atlanta) it is said
that many farmers are without money to hire labor and are cultivating only
so much land as can be managed with the help of their families. In District
No. 9 (Minneavolis) economies in expenditures for hired help are likewise
being practiced. Farm lsborers in consecuence are‘receiving from %35 to
t45 per ménth with board as compared with $70 to $80 a year ago. A similar
situation prevails in District No. 10 (Ransas City) and it is said that

laborers are reluctant to work at the reduced rates of wages now prevalent.
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VHOLESALE TRADE. Although the sales of reporting wholesale firms

are much below the totals given for a year ago, as would be expected in
view of the heavy declines that have taken place in wholesale prices, a
number of Districts which present month to month comparisons for Igading
lines such as groceries, dry goods, boots and shoes'and hardware.répbrt_
decided increases in March sales as compared with February. In District
No. 3 (Philadelphia) the hardware sales of 25 revorting firms increased
30ﬂ2 per cent during the month although the volume of business was still
19.2 per cent below the totals for last year. It was stated that_current
_sales largely represent small orders of goods wanted for immediate use;
the result of a seasonal demand for such articles as farm imclements, |
gérdenAtools, wire fencing and netting. In the wholesale grocery ﬁrade-‘
increased sales had also Occurréd and could be partially attributed to
éAseasonal increase in demand. The net sales of 50~reporting stores
were 1&.6 per c;nt larger in March than in Fébruary, but 27.9 per cent
below the figures for March 1920, ©Purchases were said to be for immediate’
‘needs and business confined largely to staples. In Distriét Nb.lu o
(Cleveland) the net sales of 14 reporting grocery firms and 7 hardware
firms showed declines as compared with a year ago somewhat analogous to
those of District No. 3 (Philadelphia), being 16.3 ver cent.lower for .
hardware and 33.1 per cent lower for groceries. Dry goods sales (6 firms
_reporting)Were iu.9 per cent below last year. In District No. 5 (Richmond’
sales of groceries (9 firms reporting), dry goods (& firms), hardware
(8 firms) and boots and shoes (& firms) show incréases over February ranging
from 8.6 per cent in the case of croceries to 53.4 per cent in the case
of boots and shoes. The Easter demand probably explains the heavy increase
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in March sales of boots and shoes. Decreases for these 4 lines as com-
pared with March, 1920 ranged froo 23.7 per cert in the case 6f groceries
to 38.3 per cent in the case of dry goods. 1In all these cases, the drop
in the value of sales is probably entirely accounted for by lower prices
and in some cases, the amount of sales if measured in physical units
would undeniably be greater. In District No. 6 {Atlanta) the 4 reporting
lines, groceries (10 firws), dry goods (13 firﬁs), herdware (& firms).
and boots and shoes {7 firms) all repcrtéd increases in March sales as
compared with February, renginz from 6.0 per cent in hardware to

72.6 per cent in the case of boots and shoes. The last named heavy in-
Crease was no doubt in great part seasonal. Decreases in sales as con-
pared with a year ago varied from 33,6 per ceat in the case of groceries,
to U5.6 per cent in the case of hardware. Vholesalers in District No. 7
(Chicago) remort very cautious buying. Grocery sales were c5 per cent
below the level of a year ago, with 22 firms rerorting, a drop very close
to the percentage reduction in sales of the 50 concerns reporting in
District No. 3 (Philadelvhia). The dry goods trade (13 firms) reported
a decrease of 35.9 per cent for March as compared with a year ago, while
the -sales of ten shoe wholesalaers were 31.6 mer cent below March 1920,

. but 20 per cent above sales for the preced}ng month. Grocery sales in
District No. 10 (Kansas City) with U4 firms reporting, increased 19.5 per
cent during the month, while they were 22.7 per cent below the totals of
a year ago. The very heavy increase in hzrdware sales of 65.5 ver cent
(3 firms revorting) as compared with February is no doubt attributable to
the seasonal demand of a largely agricultural district. Sales were 33.3
4per cent below those of March, 1920. District No. 11 (D2llas), in contra-

distinction to other sections does not show the same tendency toward a

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



~30- X-3106

revival of wholesale trade. Returns from 2 concerns selling hardware
and 2 selling farm implements record declines of 29.3 per cent and 18.4
per cent respectively in saies as compared with the preceding months.
Grocery sales (4 firms) which elsewhere show a decided increase are

0.7 per cent below February volume and dry goods sales (U4 firms) although
16.1 per cent greater in March than in February have not advanced as .
greatly as in most of the other Districts. All dealers, it is said,
report that the buying denand.is light, conservatism is the outstanding
feature with the trade, and dealers are reluctant to place orders in
very large amounts for future delivery. In District No. 12 (San Francisco)
all revorting lines have increased sales as comparsd with the month of
February. As in other Districts, the increase in shoe sales has been
very heavy, averaging 68.4 per cent for 15 firms. Grocery sales (30
firﬁs), dry goods (11 firms) and hardware (23 firms) increased 20.9 per
»pent, 28.5 per cent and 33.9 per cent respectively over the preceding
lmonth. The declines as compared with a year ago were 16 per cent for
shoes, 7.3 per cent for groceries, 29.1 per cent for dry goods and 33.6
per cent for hardware. Given the decreases in wholesale prices, the
declines probably do not indicate any‘shfiﬁkage in the physical volume

of trade in any of these reporting lines.
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RETAIL TRADE. The irregularity waich has been noted in the retail
trade situation for the past few montias is s%ili evident. Discrimina-
tion in favor of better quality of goods characterizes the attitude of

the buying public. A represéntative view of the situation is 'stated by

District No. 3, (Philadelphia), "purchasers are exceptionally careful

in taeir shopping and retailers héve found that sales to a certain class

of trade can be effected more easily by stressing the quality factor
rather t}iaﬁ the prices." There has been & seasonal increase in sales ,b
due to the opening of spring and tde pre-Easter shoppi_ng, but the in-
crease has not been greater than a year ago. Tﬁis is 1llustrated by tae
fact that the increase in net sales when compared with a year ago was less
in March than in February.“ | Taus, in District i\To. 1 (Boston), tae increase
in het sales over the same month a year ‘a.go Wwas l.3 per cent, in District
R No. 3 (Philadelpnia), 1.8 per cent, and in Distﬁct No, & (Richn:dond). 2.7

per’cent. In the Middle Western districts decrsasss in net sales were

prominent.  In District No. 8 (St. Louis)taere was & decrease of per
cent, 'in District No. ‘9 (Minneapolis) 11.2 per cent, and in District los
11 (Dallas) 15.0 per cent. Taer: was the usual seasoncl iricrease‘ in siocks,
but the amount on 2and wes con.sidera.bly' smaller in every District than
a year ago. Tae rapidity of stock tumovér nas been increasing. Tie out-
o ‘_.s‘tanding 6rders at 'the close of Mch i'eihéined practically constant, waich
indicated that the merccants are not»iallacirﬁtg orders to ai'xy great..ext'ent.
District No. 3 (Pailadelpnia) states t;:;t !“re’oa,il store xranagefs continue
to kéep close watch of 'chei;r buyers, ‘li'mi‘ting them %o practi‘cally gand to

mouts purcicses.
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PRICES, ZIxtreme anevenness &s régedde price reductions is one
of the striking features of the present industrial situation. Pre-
war prices or something approacaing tihem exist in many important lines
of wholesale trade while at the same time in other lines commodities
are being sold at twice or even more than tvice 1913 values. The same
unevenness exists in some cases between tae prices of raw materials
and finished goods in the same industry. In the case of raw cotton,
for instvance, both Egyptian and American, ths pressnt level is lcwer
than the average for the year 1913. Althouga cértain grades of South

American wool are below the 1913 average, wool prices as a whole

appear to be still about a %4aird higher than befors the war. Finished

meterials in these two lines, cowever, have not been reduced as much as
tke raw materials. An averagevof three leading grades of cotton goods
shows present prices to be at least 20 per cent hizher than before the
war, and a woolen clota Of‘d standard type is now selling at ap-
proximately twvice as much as in 1913.. The discrepancy between the
prices of raw and manufactured‘éoois in tae kide and leathsr ihdustry
is eﬁen.more ‘extreme taan in the cotton and wool industries. An
average of leading grades of domestic anl foreign skins saows the
preéent level of prices to be approximately one~third under tce pre-

war level. Shoe prices, on tae other hand, would seem Lo be avout

“twice as nigh as in 1913.>

Except in tne case cf wheat and rye, rrices of leadinz cerzals
clésely approach pre-war levels. 1In spite of this, however, taoe trend
of the market recently aas been contimially downward., Prices of live
stéék and meats, on the other hand, although at a level at least 10

per cent above pre-war prices, (an in some cases more) have been showing
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considerable strengta during recent months. Trere aas, aowever, recently
7 been a downward movement in some of the meat jSroducts. Another group

of commodities whnich ars at or boiow pre-war price levels are the lead-
ing non-ferrous metals, suca as copper, zinc, lead, and tin. In 1913
electrolytic copper sold at an average of 155 cents a pcuni. Recent
quotations are at 12 to 12} cents & pound. Zinc and tin are also below
the pré—war price, and lead is at approximately the same point as in
1913. Nevertheless, this group of industries is in a zighly disorgcnized
condition and production has deen Zeavily curtailed.

In a large group of imrortant industries, on the other nand, prices
are still from 50 to 100 per cent above prre-war levels. Tais is true
in s?ite of the.fact that in a considerable number of céses, price re-
ductions baﬁe been made which aprear sufficient to make a possible
basis for trading. Most noteworthy in tais group are toe fuel and build-
ing commodities. Bituminous coal, in spite of considerable rejuctions,
now averages around 100 rer cent above tae pre-war fizure, and anthra-
cite is at a similar ratio as comparsd wita the 1913 level. Coke also
appears to be about twice «s aizn .5 before the war while iron and
steel prices (taking into consideration tae United States Steel Corpora-
tions reductions) are betwean 50 ani 75 per cent above the 1913 average.
Crude petroleum and petroleum products are svill more then twice the
pre-war price in spite of recent drastic reductions in the mid—contipentall

- fields.

In the same way lumber, brick cnd cement ars far above pre-war
levels. An averaze of tarce leading grades of lumber siows present
prices at least 50 per cent aigher than béfors the war while brick and
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cement are between two and three times the 1913 level.

Although a study of the component parts of the price structure is
essential to an understanding of the difficulties of the present situa-
tion, phe movement of prices in general is of value also. The wide varia®
tions in the different parts of the system are thus eliminated in the
average for prices as a whole. It should be remembered, aowever,

Where use is made of such an averaze, tiat it consists of widely diverse
elements, |

The all commodities index number constructed by the Board shows
a reduction of 3 per cent during March, while the rate of decline in
Jamuary and February was 5 per cent, and that of December 9 per cent,
During recent months the raw materials index number has declined more
rapidly than that for manufactured goods, the reduction since January
amounting to 11 per cent in raw materials as compared with 3 per cent
in consumers' goods. The index number now stands at 50 per cent above
the 1913 average.

Retail prices of 43 articles of food were reduced only 1 per cent
during Marcs according to the index number of the Bureau of Labor
Statistics. No statistics are available showing the reduction in the
price of clothing or miscellaneous articles at retail.

SHIPPING. More optimism regarding the outlook prevailed in ship-
ping circles taan for some montias past. This was due more to the ex-
pectations aroused by a number of developments than to any change in the
underlying situation. Among tae events of the month was the contimuance

of the British coal strike with a moderate expansion of the demand for
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coartersof American coal-éarrying ships for promp% delivery. Anothef
encouraging feature of the freighi merket was tre firmer tendency of
rates in certain directions, The settlemsnt of the rate war between the
Norta Atlantic - United XKingdom Conference and the French Iine, which
~had been waged since lasty Fall, celped to give tone to the ocean freight
market. The decision of the Shipping>Board to charter its vessels in
future on the bare-boat plan was regarded by operators as opening up
possibilities for cheaper operation of vessels. Tke wage situation re-
mains unsettled, the calling of a strike by tae marine engineers at New
York for the first of May being the outstanding development toward the
end of April. The Division of Operations of thé Shipping Board stated
tcat, on April 5th, 653 steel ships of 4,279,581 deadwelight tons, were
either already idle or had been oriered withdrawn from service until
conditions improve, That number consitutes 45 per cent of tae Government-
owned steel merchant skips. Tae shipbuilding situation remains unchanged,
with yards merely completing orders zlready on cand, no new tonnage of
any size naving been booked by American yards so far this year. The re-
cent cut in steel prices has not been sufficient to affect saipbuilding
favorably. Of the Shippiny Board's bullling program, 4% sies. vessels
of 489,150 deadweight tons remain to be delivered, all of wiich are now
under construction. According to presént vlans, the last of these

will be completel and delivered about April, 1%22.
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DEPARTMENT OF JUSTICE,

WA SHINGTON.

December 9, 1919.

Dear Mr. Secretary:

In response to your request for my opinion
concerning the‘powers of the Federal Reserve Board to regu-
late discount rates of the several reserve banks, I reply as
follows:

By section 14 of the Act of Congfess, designated by the
short title "Federal Reserve Act" (Act of Dec. 23, 1913, 38
Stat.251), .it is provided that Mevery Federal reserve bark
.shall have power" -
| (d)to establish from time to time, subject to review and

determination of the Federal Reserve Board, rates of

discount to be charged by the Federal reserve bank for

. each class of paper which shall be fixed with a view

of accommodating commerce and business.

By section 4 of said act each Federal reserve bank is
under the Supervision and control of its own board of direc-
tors, subject, however, to the provision of section 11 of
said act which provides, in part, that

| The Federal Reserve Board shall be authorized and

empowered * * * (j) to exercise general supervision
over said Federal reserve barks.
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Said Federal Reserve Board is also further author-

ized and empowered to examine at its discretion the

accounis, books and affairs of each Federal reserve

‘bank * * * and to require such staztements and reports

as it may deem necessary. (Sec.11. suddiv.a.)

By section 12 there is also crsated a Federal Advisory
Council composed of representatives chosen in the manner prescribed
in said section, which is to confer directly with the Federal Re-
serve Board. Among its powers it is authorized to "call for infore
mtion, to mke recommendations in regard to discount rates, redis-
count businesgs", etc. |

The question for determinmation is whether, taking into
conslderation the language of section 1l (d), giving the power
to the Federal reserve banks to establish from time to time rates
of discount, "subject to review and determiration of the Federal
Reserve Board", and the further power of the Federal Reserve Board
to exercise general supervision over said Federal regerve banks,
the power of the Federal Reserve Doard is limited to reviswing and
approving or disapproving rates of discount made by such banks, or
whether said Board may, in the exercise of its powers, from time
to time review fhe rates of discount in use and direct specific
changes and alterations thereof.

The legislative history of the act shows that as originally
drawn section 14, subsec. (d) conferred the power upen the Federal
reserve banks to make discount rates "subiect to review" by the
Federal Reserve Board, and that said section was amended in com-

mittee by adding the words "and determination® after the word

roview", so as to make said section read as now enacted.
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It is quite evident that if the Federal Reserve Board is con-
fined to the power to review and approve or disapprove rates of
discount made by the Federal reserve banks, and is without power to
itself direct specific changes, the words "and determination" are
wholly without significance. The very signification of the word
Pdetermination® used in such a connection, carries with it the right
to pass upon and to decide and fix, and thus determine what should be
done.  Coupling this with the power given the Federal Reéerve Board
to supervise the business of each Federal reserve bank, taking also
into consideration the recommendations contemplated by the Advisory
Council to the Federal Reserve Board in regard to discount rates,
such power would be futile if such Federal Reserve Board could not,

if agreeing to such recommendations, direct them to be carried out.

ot

I think it is quite clear that the Federal Reserve Board is the ultimate

authority in regard to rediscount rates to be charged by the geveral
Federal reservé banks and may prescribe such rates.

This is in all cases necessarily a review of rates existing at
the time in the bank, and therefore strictly calls for the exercise
of this power; the determination reached by the Board carries with it
the exercise of the power of determination specified in sec. 14,
subdiv, (d); and aiso exercises the power of supervision granted in
sec. 11, subdiv. (j).

The scheme of the entire act is to have Federal reserve banks in
different parts of the country so that their operations may be

accommodated to the business needs of each section, and to vest fimal
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power in the Federal Reserve Board, so as to insure a conduct of
business by each bank which will not be detrimental to the carrying
out of the entire plan. The powers of the Federal Reserve Board
are therefore to be exercised in regard to each reserve bank as
the conditions surrounding said bank may dictate, keeping in view
the general purpose and plan of the Federal Reserve Act, Bearing
in mind such general purpoge, I am of the opinion that the Federal
Reserve Board has the right under the powers conferred by the
Federal Reserve Act, to determine what rates of discount should be
charged from time to time by a Federal reserve bank, and under their
powers of review and supervision, to require such rates to be put
into effect by such bank.

Very respectfully,

(Signed) Alex. C. King

Acting Attorney General.

Hon. Carter Glass, -
The Secretary of the Treasury,
Washington, D. C.

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





