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REVIEW OF THE MONTH.

Current developments are making it in-
creasingly clear that economic
recovery must await restora-
tion of foreign trade, and that
improvement in foreign trade will involve
two factors—a rectification of currency and
exchange conditions as between countries
and a decided improvement in budgetary
conditions abroad. These two elements in
the problem are, of course, not independent
one of another, but call for joint and if pos-
sible simultaneous correction. The Brussels
Financial Conference reached the conclusion
that foreign exchange stabilization and recti-
fication must be considered almost out of the
question in the absence of very much better
budget arrangements than existed at that
time. The conclusions then reached, in the
autumn of 1920, are even more cogent at the
present moment, since there has been little
or no betterment in the foreign exchanges
during the intervening months. The situa-
tion is in some respects worse. During the
past year a large amount of national revenue
in most countries has continued to be devoted
to the development of armaments, thereby
preventing the various Governments from
restoring their budgets to equilibrium and
compelling them to rely largely upon short-
term borrowing in the effort to meet current
obligations. In this issue of the BuLLETIN
there is furnished a review and summary of
existing financial and banking proposals de-
signed to relieve present difficulties of interna-
tional finance as affected by the budgetary
outlook. A study of present conditions both
as affecting plans to promote international
financing and the granting of credit, and as
to efforts toward budget betterment, will dis-
close the obstacles which must be encountered
in effecting a return to stable conditions, as
well as the degree of progress that is being at-
tained. In the last issue of the BULLETIN the
continued existence of a great international
balance still unfunded, in favor of the United
States, was explained, while it was also shown

Foreign trade
and budgets.
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that commercial banking provision for the pro-
tection and carrying of our trade is declining
in adequacy. These must be taken as basic
data in the further discussion of the situation.

First, as to the foreign exchange situation
at the moment. Comparison is
made in the following table
with conditions of a year ago
as regards quotations in terms of the dollar,
both as to averages of actual rates and in terms
of the percentage of par for the principal cur-
rencies of the world.

Course of for-
eign exchange.

AVERAGE RATES oF EXcHANGE oF PrincipaL ForrigN
CURRENCIES AT NEW YORK.

f November, 1920, | November, 1921.
Par -
Foreign currencies. of ex- Aver- Per Aver- Per
change. age ceut of age cent of
rate. par. rate. par.
Cents. | Cents. Cents.
Belgian franc............ 19.30 | 6.3680 32.99 | 6.9391 35,95
Danish krone.... . 26.80 | 13.4060 50,02 | 18.4674 68,91
English pound... 486. 65 1343.7239 70.63 |397. 0196 81.58
French frane... 19.30 | 6.0100 3114 7.1991 37.30
German mark 23.82 | 1.3210 5.55 .3924 1.65
Italian lira....... 19.30 | 3.6200 18.7 4. 1213 21.35
Netherlands florin 40.20 | 30.1860 75.09 | 34.9722 87.00
Norwegian krone. 26.80 | 13.3800 49,93 1 14.1209 52.69
Spanish peseta... 19.30 | 13. 0300 67.51 | 13.7165 71,07
Swedish krona... 26.80 | 19.0990 71.26 | 23.2335 86,69
Swiss franc....... c...| 19,307 15.5340 80.49 | 18.8035 97.43
Canadian dollar......... 100.00 | 89.2700 89.27 | 91.5082 91,51
Argentine peso (gold)...| 96.48 | 76.8740 79.68 | 73.4739 76,15
Brazilian milreis........ 32.44 | 16.6000 51,17 | 12.5996 38,84
Chilean peso (paper)....| 19.53 | 14.0000 71.68 | 11,0380 56,52
Chinese (Shanghai) tael.| 66.85 | 91.3000 } 136,57 | 75.0043 113. 54
Indian rupee............ 48.66 | 29. 7000 61.05 | 26,8739 55.23
Japanese yen............ 49.85 | 50.7500 | 101.81 | 47.8961 96. 08
General index (par=
101 PO PR I 580 |..ieen... 51.0

As appears from the figures, the general
movement of foreign exchange quotations has
shown no broad or uniform improvement. A
recovery of sterling at the middle of November
to $4 placed it for the time in a more satisfac-
tory position than it had occupied, and there
has been some improvement in the exchanges
of the former European neutrals. But the
currencies of other countries, and particularly
that of Germany, have not only tended toward
lower levels but have been increasingly unstable
in their quotations. Two factors may be men-
tioned as contributing to the uncertainty of the
foreign exchange situation—the continuously
large foreign trade balance of the United States

which has raised the nominal unfunded in-
1377
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debtedness of the country to a figure in the
neighborhood of $3,400,000,000, as was esti-
mated in the last issue of the BuULLETIN,
and to the continuously unfavorable domestic
budget conditions prevailing in the several
countries or lack of balance between receipts
from taxation and expenditures. The diffi-
culty of reducing Government outlays has
proven to be very great in nearly all countries,
partly as a result of postwar readjustment
operations of various kinds, including allow-
ances for unemployment and continued out-
lays for public objects. Debt charges have also
proven to be even more severe an economic
burden than had been expected, owing to the
fact that rapid decline of prices and the stag-
nation of business has in effect made the interest
charge on debts contracted at a much higher
level of prices a larger proportion of the current
income of the several countries.

As in commercial banking so in the various
proposals for governmental or
semigovernmental  financing,
only minor progress has been
made during 1921, save in the matter of dis-
cussion and development of detail. Renewed
interest in the Ter Meulen plan for the estab-
lishment of international credits has, however,
been aroused by the recent visit to this country
of Sir Drummond Fraser, appointed as or-
ganizer, following the adoption of the Ter
Meulen proposals by the Council of the League
of Nations. Certain outstanding features were
emphasized by Sir Drummond Fraser in his
address before the convention of the American
Bankers Association early in October. He
pointed out that as the usual means of obtain-
Ing payment for exports to countries whose
credit systems have been disrupted by war are
now either lacking or else entirely inadequate,
the logical recourse is to payment by the use
of long-term bond issues with acceptable
security behind them. The Ter Meulen plan
would provide for the issue of such secured
bonds upon application by countries having
specific assets to assign as security for com-
mercial credits needed by their citizens. An
international commission would have to ap-
praise the gold value of the pledged assets in
order to determine the amount of bonds that
could be safely issued against them, and the
bonds themselves would then be transferred to
responsible importers to be used as collateral

The Ter Meu-
len plan.

for loans made to them by foreign sellers of
goods. If the importer is unable to pay the
loan made to him by the exporter, the latter
(who is in possession of the bonds) may either
hold them as investments or sell them if the
issuing Government does not exercise its option
to repurchase within a limited period of time.
However, when the importer makes payment
to the exporter at the time agreed upon, the
bonds are to be released and returned to the
issuing Government.

It is evident, even from this cursory review
of the plan, that under the
most favorable circumstances—
that is, assuming that the ex-
porter is provided with unimpeachable secur-
ity through possession of the bonds—there is
need for the intervention of other financial
agencies, if the exporter is unable or unwilling,
as would usually be the case, to wait any con-
siderable length of time to be paid for his ship-
ment. For this reason Sir Drummond Fraser
emphasizes the valuable services that can be
performed by corporations of the type pro-
vided for under the Edge Act. Such corpora-
tions by granting accommodation to exporters
against the pledge of Ter Meulen bonds would
enable the exporters in turn to grant longer
terms of credit to foreign purchasers of their
goods. It should be said at this point that as
Edge Act corporations are empowered to secure
funds through the sale of long-term debentures,
they are peculiarly fitted to make advances in-
tended to be employed in investment and non-
liquid commercial operations. The introduc-
tion of the Ter Meulen plan would, therefore,
accommodate itself to the type of financing
which it was hoped to foster by the passage
of the Edge Act, since it would give the Edge
corporations an acceptable type of security
which would enable them to expand the scope
of their operations with greater facility and
less risk.

Apparently there is an increasing disposi-

Investment tion to believe that the ma-
operations most chinery which it is proposed
essential. to set up under the Ter Meulen
plan and under various other credit schemes
to rehabilitate foreign trade will be chiefly
employed to finance investment rather than
short-time commercial operations. This be-
lief is held by Sir Drummond Fraser, and it
was also expressed by Prime Minister Lloyd-

Banking agen-
cies required.
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George in a speech recently delivered in the
House of Commons in which he urged certain
amendments to the act guaranteeing DBritish
export credits—guaranties which would not be
required 1f the Ter Meulen plan, or some similar
arrangement, were in operation. Mr. Lloyd-
George stated that, in his view, credit should
be extended for five or six years to cover capi-
tal equipment of various sorts, such as engi-
neering orders, while Sir Drummond Fraser
says that his experience so far leads him to be-
lieve that countries resorting to the issue of
the Ter Meulen type of bond will largely issue
them to importers desiring to obtain materials
for production. Furthermore, many contem-
plated loans against the pledge of the Ter
Meulen bonds, even if not intended to be of a
long-time investment sort, would nevertheless
be wanted for a longer period than would be
regarded as desirable by banks doing a strictly
commercial business. For that reason such
banks would not be in a position safely to ex-
tend all the necessary accommodation desired
by the foreign trade even if satisfactory se-
curity could be had. However, corporations
established under the Edge Act are in a posi-
tion to make advances both for short-time
banking and for long-period financing opera-
tions, and since in the disorganized state of
European finance and industry it would often
be difficult to classify loans with respect to
their purpose or liquidity there is need for the
establishment of that type of banking insti-
tution.

It is possible to exaggerate the advantages
that will grow out of the estab-
lishment of special agencies for
financing foreign trade. One should not lose
sight of the fact that such agencies do not
create capital in the sense of making purchasing
power where it did not exist before. The most
that can be done legitimately is to divert pur-
chasing power from less effective to more neces-
sary purposes. Iidge Act corporations, for ex-
ample, in selling debentures would have to
depend upon investment funds which would
otherwise find different outlets. The imme-
diate result of an expansion of activity on the
part of these corporations would be a transfer
of purchasing power from investors to exporters
who in their turn are sending goods out of the

Limit of relief.

7

country. The domestic consumer must, there-
fore, to a certain extent pay a price for the re-
habilitation of the credit of the foreign importer.
This is a fact to be recognized but not to be
regretted, since in the end it leads to a desired
consummation, namely, & wider market for the
sale of many commodities whose prices have
been unduly depressed by the loss of foreign
custom. The indirect benefits would, more-
over, be great, since, to the extent that Euro-
pean industry is reestablished, it will be able to
re-create a demand for our products through a
direct offer of goods in place of requests for
credit. Under the best of circumstances, & one-
sided credit device can only offer a provisional
basis for the carrying on of foreign trade.
Unless the proceeds of new loans, whether
secured by a pledge of bonds or in some other
way, are made effective in reestablishing orderly
industrial processes, they can but be an instru-
ment for adding new indebtedness to exist-
ing indebtedness.

Whereas Edge Act corporations are intended
to be permanent institutions
which will provide fresh credit
to meet current demands for
loans whose proceeds are to be used in financing
foreign trade, the sphere of action assigned to
the War Finance Corporation is of a rather
different sort. It is essentially concerned with
the problem of making temporary advances to
domestic agricultural producers whose products
have become for the time being unsalable
largely as a result of the enforced cessation of
foreign demand. Hence the amendment to
the act creating the War Finance Corporation,
passed August 24, makes provision for ad-
vances not only to exporters of agricultural
products but also, when the corporation be-
lieves that the public interest requires it, to
banks and cooperative associations of pro-
ducers which need extensions of credit for agri-
cultural and live-stock purposes. The cor-
poration is likewise authorized to purchase
acceptances issued by Edge Act corporations
to assist in exporting manufactured as well as
agricultural products. As the War Finance
Corporation is empowered to secure funds by
issuing bonds or notes having several years to
run, it is in a position to employ its resources in
the financing of the live-stock industry and

American expe-
dients.
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other enterprises requiring accommodation for
a longer period of time than the usual commer-
cial loan.

The amendment to the War Finance Corpo-
ration act, passed in August, grew out of an
acute situation, but it is nevertheless true that
it is at all times necessary to give attention to
the adaptation of our financing mechanism to
this intermediate type of loan. The War
Finance Corporation announces that from the
passage of the amendment on August 24 up to
November 6 it has extended credit in excess of
$22,600,000 to farmers and stockmen. These
credits have been established with about 82
financial institutions located in 19 States. The
loans range from a few thousand dollars to
$15,000,000, granted to a cooperative grain-
marketing association. Funds have so far
been obtained from the corporation’s balance
with the Treasury and no attempts have been
made to appeal directly to the investment mar-
ket for funds. For the period from January 1
to November 15, 1921, inclusive, total advances
made by the corporation for export purposes
have amounted to $68,964,707 and for agri-
cultural purposes to $50,118,076.

StaTEMENT SHOWING, BY COMMODITIES, ADVANCES
ArPROVED BY WAR FINANCE CORPORATION FROM JAN.
4, 1921, ro Nov, 15, 1921, INCLUSIVE,

Export advances approved by War Fi-
nance Corporation:

L0141+ 1 $47, 527, 598. 00
TobacCo-ccvuen i, 2, 399, 369. 00
Wheat. .. ...l 11, 500, 000. 00
Condensed milk.................... 1, 000, 000. 00
Canned fruit and vegetables......... 400, 000. 00
Dried fruit...........oo..oo..LL. 1, 250, 000. 00
Meat products...................... 1, 000, 000. 00
Railroad equipment................ 2, 925, 000. 00
(010) 3113 S 145, 600. 00

Sugar-mill machinery...............
Agricultural machinery..............

317, 140. 00
500, 000. 00

68, 964, 707. 00

Advances for agricultural purposes ap-
proved by War Finance Corporation:

Wheat ... 15, 000, 000. 00
COLEOD + - vamanne e oo, 13, 025, 214. 50
Livestock......................... 5, 920, 016. 89
General agricultural purposes........ 16, 172, 844. 82
Totalooeoeeo i 50, 118, 076. 21
Grg.nd total......... ... ... 119, 082, 783. 21
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Admitting the adequacy of the financial

Financial ma- DMechanisms just described for
chinery no pana- meeting the peculiar needs of
cea. a disorganized foreign trade,
if they could be practically applied under
favorable conditions, it must, nevertheless,
not be forgotten that no machinery, how-
ever nicely adapted to the ends sought, can
function effectively until the persistent fun-
damental causes of disorganization areremoved.
Budgets must be balanced and internal financial
solvency achieved before those countries most
in need of credit will be in a position to release
and pledge assets to the repayment of further
loans. Moreover, in the case of the countries
of central Europe subordination of the liens
on State assets for reparations and relief credits
would be required before the proposed Ter
Meulen bonds could become acceptable security.
The process of valuing pledged assets on a gold
basis (for example, State revenues, real estate,
forests, etc., as proposed by Austria) would in
any case be most difficult, even if such assets
were entirely unencumbered by prior claims.
With continuing inflation, fixation of values
is made virtually impossible. Rehabilitation
of revenue and currency systems become, there-
fore, the immediately pressing problem whose
solution is antecedent to effective functioning
of any machinery devised to finance the inter-
national movement of goods.

Hon. Herbert Hoover, Secretary of Com-
merce, in a recent letter to Sir Drummond
Fraser, referring to the Ter Meulen plan, has
summarized the general situation as to financial
relief of every kind as follows:

Economic recovery of the States in eastern and south-
eastern Europe (and consequently a considerable fraction
of our own and of world commerce) 18 depenident upon
each State erecting (1) a balance in taxation and expendi-
ture; (2) currency reorganization and stabilization; (3) wise
control of their exports and imports; (4) credits for repro-
ductive purposes.

It is hopeless to expect that private capital will extend
credits for exports to these States upon any systematic
bagis until the first three have been complied with.
Furthermore, attempts to secure these three vital reforms
by action through various Governments foreign to them
risks being wrecked on the rocks of conflicting political
objectives of such Governments.

The Ter Meulen plan proposes to facilitate credits for
exports by the ordinary processes of business free from
political action, when these three primary reforms have
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been initiated. This should act as a great pressure to
secure the reforms and if accomplished is at once nine-
tenths of the battle for rehabilitation of credits and com-
merce with these States.

I have the feeling, however, that something more is
needed than export credits to these countries if the three
primary reforms are to be accomplished, i. e., some assist-
ance must needs be found to these States in credit for pur-
poses directly of currency reform. I have alreadyv sug
gested in another place that some action might be taken
by the great banks of issue of the priuncipal countries
looking to formulation of a plan to facilitate solution of
this portion of the problem; thus again keeping away from
political action in the economic and financial affairs of
each of these States. Such a plan in no way replaces the
Ter Meulen plan as the two plans would supplement each
other.

I may say I believe also that vital as all such steps are
(to which the Ter Meulen plan would be an admirable
contribution), yet again until there can be brought about
some financial stabilization in Germany, all other Euro-
pean States will be adversely affected despite every effort
implied in any of these ideas.

Progress toward sound budgetary conditions
has been greatest in the United
States and in England during
In the United
States ordinary receipts up to
November 12, for the fiscal year beginning July
1, 1921, exceeded ordinary disbursements by
about $155,000,000. As compared with a year
ago this shows an excess of receipts approxi-
mately three times as great as for the correspond-
ing period in 1920. The British budgetary situ-
ation has been less satisfactory during the cur-
rent year than during 1920-21. Total expendi-
tures during the first six months of the current
year (that is, between Apr. 1 and Sept. 30,
1921) amounted to £498,000,000, while during
the same period revenue amounted to £456,-
000,000, leaving a balance of £42,000,000,
which has had to be raised by borrowing.
This contrasts unfavorably with the situation
a year ago, when there had been accumulated
a balance of about £80,000,000 for debt reduc-
tion. As aresult of this budget situation, there
has been an increase during the six months end-
ing September 30 of £45,260,000 in the floating
debt. It must be remembered, however, that
the main factor in tax policy which accounts
for this unfavorable balance is the reduction in
receipts from the excess profits tax. Although
certain funds are still coming in on this account

Budgetary con-
ditions in England

and the United 1920 and 1921.
States.

from excess earnings during earlier years, there
has been a decrease during the first six months
of this year of £82,336,000 irom the correspond-
ing period last year.

In most of the continentsl countries the

Budgetary con. Pudget situation during the
ditions on the Con- past year has, on the contrary,
tinent. shown no real improvement; in
fact, the reverse, although in the case of France
and Italy a certain amounst of relative advance
has been scored. In other words, the total
amount of outgo of these countries which has
had to be made, not from the proceeds of taxa-
tion, but either from short-term bank borrowing
or the issuing of currency, has increased rather
than diminished. TFigures for Italian finances
for the fiscal years ending June, 1921, and June,
1922, are still in the formm of estimates, the
actual accounts not being available as yet.
According to the latest estimates, however, it
appears that the deficit for the current year will
be only about one-half that for the year ending
last June. In other words, the estimated
deficit for 1920-21 amounts to 10,300,000,000
lire, while the estimated deficit for 1921-22
works out at 5,000,000,000 lire. Of value, as
showing that Italian finances are on a some-
what firmer basis now than a year ago, are the
statistics showing the comparative size of the
note circulation of the banks of issue for the
account of the State at the end of July of this
year, and at the same time last year. At the
end of July, 1920, the circulation for the
account of the State amounted to something
over 10,000,000,000 lire, while a year later it
had been reduced to about 8,500,000,000 lire.
The French Government contemplated an ex-
penditure for this year amounting to 42,412 -
000,000 francs, as contrasted with receipts of
23,312,000,000 francs, thus leaving a deficit
of about 19,000,000,000 francs to be pro-
cured by the flotation of loans. Of this
deficit, about 16,000,000,000 francs are re-
garded as eventually recoverable from Ger-
many under the terms of the peace treaty.
Of the ordinary receipts, 14,558,000,000 francs
were expected from indirect taxes and monop-
olies. However, from January 1 to Sep-
tember 30 receipts from these sources were
856,000,000 francs below the budget estimates.
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It 1s reported that receipts from direct taxes
have also been unsatisfactory, but no separate
figures on this phase of the subject arc avail-
able for 1921. The decline in receipts from
indirect taxes and monopolies is relatively
small, and it is quite possible that it may be
offset by a decline in Government expenditures,
resulting from the decrease in prices which has
taken place in France this year. During the
first half of 1921 the total public debt of France
rose from 245,000,000,000 francs to 264,000,-
000,000 francs, calculating in both instances the
foreign debt at par. This figure does not in-
clude loans floated by the cities and industries
in the devastated regions, although the Govern-
ment is responsible for their interest and repay-
ment. In the case of Germany it is extremely
difficult to estimate the total amount of Gov-
ernment expenditures for the current year.
No budget has been voted by the Reichstag
for 1921-22, and the Government continues to
cover the difference between receipts and ex-
penditures by discounting treasury bills with
the Reichsbank. The consequent increase in
prices has made it necessary to revise completely
estimates of Government expenditures made
last spring. For the first six months of the fis-
cal year beginning April 1, 1921, the difference
between income and outgo has amounted to
44,000,000,000 marks, and, in a recent speech
before the Reichstag, Finance Minister Hermes
estimated that before the year was over the
deficit would reach 110,000,000,000 marks.
There has been a prevailing belief for a long
time past that the principal ele-
ment in the existing fiscal diffi-
culties of many countries is to
be found in their great outlay for war. This
statement is true in broad terms, but requires
to be qualified and limited in its application.
In some countries, such as the United States,
the outlay for war, while a very large part of
the total outlay, is in large measure an expense
which serves to carry the cost of past wars in
the form of interest on public debt. While
naval and military expenditure is large in such
countries, it is a relatively moderate part of the
entire budget. In other countries, like France,
the current cost of military support still con-
stitutes a very important fraction of the bud-

War expendi-
tures.
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getary outgo. It has, therefore, been thought
worth while to compile statements designed to
show the comparative situation of the budget
in several of the principal countries, with a
view to ascertaining approximately how each
one of them stands in this matter of expendi-
ture for national defense, especially as com-
pared with the prewar years.

GREAT BRITAIN.

{In thousands of pounds sterling.]

i
@ = (b © (@
Per E 4 Per
‘ cent xpendi- | cent
Net | Mot | o (to | tures or | () to
revenues. i . . national ).
\l tures. charges. | defense.
o] - i e e
1904-5 137,590 | 136,176 27,000 ' 19.8 66, 055 48.5
1912-13 165 778 | 165,598 24,500 14.8 72 436 43.7
1916-17 | 546,974 2,171,659 127,250 5.9 | 1,302,603 60.0
1918-19 862,625 | 2,552,905 269,965 10.6 | 1, 701 545 66.7
1920-21 | 1,378, 485 - 1,145,928 349.599 | 30.5 292,228 25.5
}
FRANCE.
[In thousands of francs.]
1905 ! 3,502,031 | 3,453,631 | 1,205,124 | 3.9 | 1,143,820 33.1
1913 | 4, 558 044 4 718 462 | 1,284,079 | 27.2 2,070,530 | 43.9
1917 5 575 845 141 679 600 4 863 686 { 11.7 | 34,065,809 | 81.7
1919 10 161 214 149 026, 587 7 823 | 16.3 | 35,811,390 | 73.0
1920 17 760 789 l52 183,217 11 833 174 | 22.7 | 26,432,545 | 50.7
ITALY.
[In thousands of lire.]
!
1,764,220 | 1,701,430 l 680,050 { 37.6 | 419,200 24.6
1913 2 385,130 | 3, 289 010 | 598 220 | 18.2 | 1,666,660 §0.7
1917 | 5,170 430 16 971 000 1, 227 310 7.2 l 14,310,680 84.3
1919 | 9,372,360 32 150 100 2 705,200 8.4 | 26,974 420 83.9
i | : |
GERMANY.
[In thousands of marks.}
1905 | 1,110,451 | 1,310,290 112,047 | 8.6 | 1,052,288 80.3
1913 1 957,380 | 2, 024 523 231,176 | 11.4 | 1,582,290 78.2
1017 2 122 304 27,821 047 | 2,616,793 9.4 | 24,920,907 £9.6
1919 6 348 460 | 46,966,460 | 5,914,204 | 12.6 | 40,179,143 85.5
1920 14 379 439 61 470 870 | 8,922,692 | 14.5 | 37,033,588 60.2

1 Total expenditures.

Compared with 1913, the last prewar year,
the amounts of money expended for national
defense by the Governments of France, Italy,
and Germany show enormous expansion, but it
should be remembered that the purchasing
power of the currencies of these countries has
undergone varying degrees of depreciation, and
that the larger amounts for the more recent
years, when reduced to 1913 monetary equiva-
lents, will not show the same degree of expan-
sion as is indicated in the table. During the
war years the proportion of the total expendi-
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tures made for war purposes was in excess of 80
per cent in all three of these countries. In 1920
the proportion had declined to 60 per cent in
Germany, to about 50 per cent in France, and,
according to preliminary figures not included in
the table, to less than 40 per cent in Italy; in
Great Britain and the United States the pro-
portion for the fiscal year 1921 was 26 and 24
per cent, respectively. Nevertheless, the finan-
cial burden upon the taxpayers of these coun-
tries due to military expenditures is much
heavier at present than before the war, since
national production and income have suffered
severely, and fiscal requirements for rehabili-
tation and reconstruction are an additional
drain on national resources and income.
While the proportion of total expenditures
devoted to military purposes is, according to
the fiscal returns, smaller in some countries at
present than before the war, these expenditures
undoubtedly constitute a larger proportion of
the diminished national incomes and are,
therefore, a more crushing load on the finan-
cially weakened countries of Europe.

In view of these conditions it can be seen
that an effective reduction in
naval outlay, if carried through
to success, would result in very
material betterment at the present time, while
a reduction in military outlay would probably
furnish in many countries an even more im-
portant means of budget limitation.
further be appreciated that this step is the
necessary first approach toward the restoration
of banking $oundness and economic stability
with, as an eventual result, the stabilization of
foreign exchange or an approach thereto.
The program of Secretary Hughes, as an-
nounced at the Conference on the Limitation
of Armament which is meeting in Washington,
would provide for a capital saving estimated, in
the case of the United States, at probably from
$200,000,000 to $250,000,000 on the present
building program, while in the case of Great
Britain and Japan the reduction of outlay would
probably be as great for each as it would for
this country. With such a beginning it might
be expected that a lightening of the burden of
taxation and a better handling of the public
debt would result at an early date, with the

Reduction of
naval outlay.

It can
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natural effects to be expected from such a policy
in producing a better barking situation and a
more evenly balanced foreign trade.

In several European countries a substantial
part of Government expenses
has during the past few months
continued to be covered by
the short-term loans at banks already referred
to, while these loans have themselves given
rise to issues of bank notes with the consequent
effects upon prices that must always be ex-
pected from such action. The following tables
have been compiled for the purpose of showing
the relative increases of outstanding bank
notes and other currencies in the principal
countries as contrasted with the volume of
bank deposits and of gold reserves held therein:

Banking condi-
tions.

BANKING CONDITIONS ABROAD.

ENGLAND.

[In millions of pounds sterling.)

’ Bank of
S&rerseé‘ﬁg ) | England
Bank | "o tis. | Coinand | deposits
notes. cates out- bullion.l| (public
standing. | otaﬁg).
— i
109 312 157 | 129
110 344 157 138
110 324 160 | 147
104 314 160 : 123
i -
FRANCE.
BANK OF FRANCE,
{In millions of francs.}
Circula- | Gold re-
tion. | serves. | Deposlts.
i
37,9131 3,563 3,429
38,435 3,556 3,103
37,422 | 3,572 2,861
37,376 | 3,576 2,527
GERMANY.
{In millions of marks.]}
Reichsbank. Darle-
hens-
‘ ] kaﬁspn-
| Circula- | Gold ., | Scheine
tion.  reserves. | Deposits. 1&%;2%‘%‘
— i
Jan.31,1921..ceeene .. 66,621 1,092 | 15,834 11,341
AL, Bl eenenenenananannnnn 69,417 1,092 | 28043 | 10,168
June B0 75,321 1,092 |+ 20,393 8,707
NOV. Tt iceeercraaaaanns 92,610 994

1 Held by Baok of England and Tressury.



1384

FEDERAL RESERVE BULLETIN.

DECEMBERE, 1921,

Banking Conpirions ABroap—Continued.
ITALY.
BANKS OF ISSUE.

[In millions of lire.]

1

| Circula- Dep051ts

t%?g}?igf' tionon | Gold ;| and de-

| calation, | Bccount | reserve. mgmt.l lia-

| "1 of State. : bilities.
Jan. 31, 1921 8,673 | 10,591 1,038 1 2,635
Mar. 3L.... 9,233 o 10621 2,461
June 30. 9,437 8,722 1 073 | 2,366
Sept. 30 9,726 8,430 1,093 2230

Bank of England—Government securities held by the banking
department.

[In millions of pounds sterling.]

Dec. 25, 1918 - o oot 71

Dec. 81, 1919 - o oot 92
Dec. 29, 1920 -« oo e oot 108
Nov. 9, 1921, « . 37

Bank of France—Advances to the Government for purposes of
the war.

{In millions of francs.}

Dec. 26, 1918 -« oo 17, 150
Dec. 26, 1919 - . .o ooe et 25, 500
Dec. 80, 1920 -« oo oo e 26, 400
Nov. 10, 1921 - oot e 25, 100

Reichsbank—Bills, checks, and discounled treasury bills.

{In millions of marks.]

Dec. 81, 1918 . o oot e e 27,416
Dec. 81,1919, .. ... ii . 41,745
Dec. 81, 19201 - o ovemee et 60, 634
Nov.7,1921 0.t 196, 095

Ttalian banks of issue—Circulation for the account of the State
(advances to treasury).

[In millions of lire.}

Dec. 31,1918, . ... .. 7,166
Dec. 31, 1919, . ... e 10, 630
Dec. 81,1920, . oo e 10, 743
Sept. 30, 1921 .. .. .. i 8,430

In the following table are presented the
Board’s usual indexes of cur-
rent production and marketing
conditions. The figures show
that the heavy movement to market of agri-
cultural products and live stock has continued,
while output in certain branches of manufac-
tures indicates a marked increase over the
previous month.

Index of busi-
ness conditions.

1 On this total 95,339,603,000 marks represented discounted treasury
bills.
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[000 omitted.)

October, October, |September,
1820, ! 1921. 1921.
. Rela- Rela-| Rela-
Total, tive,  Total.|iive” Total. |50
Receiptsoflive stock at 15 west-
ern markets (head)........... 5,305, 100| 5,637 106.3] 4,868 91.8
Receipts of grain at 17 interior
centers (bushels).. ........_. 95,965/  100/111,337| 116.0{134,370{140.0
Sight receipts of cotton (bales).| 1,467; 100! 1,943| 132.4 1 145 78.1
Shipments of lumber reported
by 3associations (millionfeet), 699 100 891] 127.4 740{105. 8
Bituminous coal production
(short tons).................. 52,144| 100| 43,741 83.9f 35,105 67.3
Anthracite coal production
(short tons).......co..ceeaun. 8,006/ 100] 7,580 94.0| 7,124| 88.4
Crude petroleum production
(barrels).................... 39,5921 100, 35,638 90.0| 36,469| 92.1
Pigiron production (long tons).| 3,293 100, 1,233 37.4 986! 29.9
Steel ingot production (long
|20 T 3,016 1000 1,617 53.6] 1,175] 38.9
Cotton consumption (bales)....| 400 100 495| 123.7 485|121, 2
Wool consumption (pounds)...|38,444f 100/67,287| 175.0| 62,131/161.6

During the month ending November 10 the
net inward rovement of gold
was $41,236,000, as compared
with a net inward movement
of $54,529,000 for the month ending October
10. England and France combined furnished
over 71 per cent, or $34,528,000, of the
$48,160,000 of gold imported during the
monthly period ending November 10, other
countries of Europe, the Orient, and Canada
furnishing most of the remainder. Of the gold
exports, amounting to $6,924,000, over 78 per
cent, or $5,372,000, was consigned to Hong-
kong and the remainder to British India,
Canada, Straits Settlements, and Mexico.

Net imports of gold since August 1, 1914,
were $1,479,102,000, as may be seen from the
following exhibit:

Gold and silver
movements.

)
[Tn thousands of dollars.]
Imports. | Exports. {i;rcﬁigl
Aug. 1, 1914, to Dec. 31,1918...... 1,776,616 705,210 1,071,406
Jan. 1 to Dec. 31,1919, . 76 534 368 185 1291 651
Jan. 1 to Dec. 31, 1920.. 417 068 322 091 94 977
Jan. 1 to Nov. 10 1921.. 625 737 21 367 604 370
Totaleeeenenieininaeanannnns 2,895,955 | 1,416,853 | 1,479,102
!

1 Excess of exports.

Since the beginning of the present year net
gold imports totaled $604,370,000. Thelargest
gains are shown through imports from the
following countries: England, $177,546,000;
France, $176,392,000; and Sweden, $60,109,000.
Gold exports during the present year were con-
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signed chiefly to the following destinations:
Hongkong, $9,264,000; Mexico, $5,352,000;
Sweden, $2,643,000; and Canada, $2,563,000.

The net inward movement of silver during
the monthly period under review was $871,000,
as compared with a net inward movement of
$458,000 for the month ending October 10.
Mexico furnished over 81 per cent, or
$5,161,000, of the $6,332,000 of silver im-
ported during the monthly period ending
November 10, the remainder coming princi-
pally from Peru, Chile, and Canada. Silver
exports, amounting to $5,461,000, were con-
signed principally to China, England, and
Canada.

Net exports of silver since August 1, 1914,
were $444,351,000, as may be seen from the
following exhibit:

[In thousands of dollars.}

E
Imports. | Exports. |, e;g%ii: t
Aug. 1, 1914, to Dec. 31, 1018. .. ... 203,502 | 483,333 | 279,761
Jan. 1 to Dec. 31, 1919. .. rvrir. 80,410 | 239,021 149611
Jan.1to Dec.31,1920............. 88,060 113,616 25, 556
Jan.11to Nov. 16,1021 .10 02000000 53168 | 42501 | 110577
TOtAL. - eeeeeeeeeeeennnn 34230 | 878,581 | 444,351

1 Excess of imports.

Substantial loan liquidation, as against a
moderate increase in the in-
vestment account of reporting
member banks, and " a cor-
responding reduction of borrowings from
the Federal Reserve Banks, are indicated by
the weekly reports of over 800 member banks
in leading cities for the period between October
11-12 and November 16. Further reduction
of the discount rates adopted by the reserve
banks during the early part of November,
while undoubtedly affecting the investment
market, has not yet become reflected in a
larger volume of discounting or rediscounting.

Total outstanding loans and discounts of
reporting banks on November 16 were about
$250,000,000 less than four weeks before, the
decrease affecting loans secured by Govern-
ment obligations (so-called Government paper)
as well as ordinary loans and discounts.
Member banks in New York City report an
increase by $34,000,000 in their advances on

The banking
situation.

corporate securities, but this increase is partly
offset by liquidation in Chicago and in other
large cities. An increase of $29,000,000 is
shown in the reporting banks’ holdings of
United States bonds and Victory notes, as
against a reduction of $17,000,000 in Treasury
notes, Treasury certificate holdings show con-
siderable fluctuations in connection with the
October 15 redemption operations and the
issuance of two new series at the beginning of
the following month, November 16 holdings
being about $10,000,000 larger than five weeks
earlier. A slightly larger increase is shown in
the volume of corporate securities held. Total
loans and investments of the reporting banks
indicate net liquidation for the five weeks of
about $215,000,000. In keeping with this
substantial decrease in their earning assets,
the reporting banks show a steady reduction
of $198,000,000 in their borrowings from the
Federal Reserve Banks, which constituted 4.7
per cent of their total loans and investments
on November 16, as against 6 per cent five
weeks before. These reductions are accom-
panied by larger net withdrawals of Govern-
ment balances and substantial increases in de-
mand and time deposits.

Weekly changes in the leading accounts of
the reporting member banks are shown in the
following exhibit:

REPORTING MEMBER BANKS.

[In mzllions of dollars.]

TR T T —
Redis- N
Loans Ratio of
Number | and dis- a%(:]ugitlsls accom- Net
ofre- | counts |l 1l moda- | m?m d
Date porting | andin- | P with tion | €mal >
- banks. | vest- | § R | (3+2) [deposis.
ments.! Banks. [(Per cent).
1 2 3 4 5
Oct. 11-12. _....... 809 | 15,001 900 6.0 10,062
Oct. 19............ 809 14,831 829 5.6 10,248
Oct.26.... .. 809 14,720 807 5.5 10,192
Nov.2..... 808 14,840 767 5.2 10,180
Nov.9..... 807 14, 810 752 5.1 10,175
Nov.16........... . 807 | 14,786 702 4.7 10,236

! Including rediscounts with Federal Reserve Banks.

Federal Reserve Bank figures, which cover
the five-week period between October 19 and
November 23, indicate a gradual decrease
during the first four weeks of $27,800,000 in
the holdings of Government paper, followed
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by an increase during the subsequent week of
$35,300,000, largely in the shape of member
banks’ notes secured by Liberty bonds, this
increase being in sequence to the substantial
increase in United States bond holdings re-
ported by the member banks. Other dis-
counted bills show a continuous decline totaling
$132,100,000 for the period, holdings of accept-
ances purchased in open market increased
by $15,100,000, and total bill holdings of the
reserve banks show a reduction of $109,500,000
for the period under review. Rediscounting
operations of the Richmond, Atlanta, Minne-
apolis, and Dallas banks show a considerable
decrease for the period, the amount of bills
held under rediscount with the Boston, New
York, and Cleveland banks declining from
$42,700,000 to $19,700,000. The Minneapolis
bank was able to redeem all of its bills held
under rediscount with the New York bank
early in November and no longer figures
among the borrowing banks.

Pittman certificates show a further decline
of $25,900,000, other Treasury certificates,
largely held under repurchase agreements by
the New York Reserve Bank, increased by
$34,000,000, while other United States secur-
ities declined by about $600,000. Total earn-
ing assets, in consequence of the above changes,
show a reduction for the five weeks of $102,000,-
000, and on November 23 stood at $1,475,-
900,000, or about 57 per cent below the peak
figure reported on October 15 of last year.
Federal Reserve note circulation, with the
exception of one week in November, shows a
continuous decline, the November 23 total of
$2,389,900,000 being $51,000,000 below the

October 19 total and lower than any total
published since October 4, 1918. The banks
also report a reduction of $18,200,000 in their
net liabilities on Federal Reserve Bank notes
in circulation, though the amount outstand-
ing, according to Treasury records, shows a
decrease of only $6,400,000 for the period.
Reserve deposits fluctuated within the narrow
limits of $1,650,700,000 on November 2 and
$1,675,100,000 on November 16, while total de-
posits varied between $1,717,700,000 on Octo-
ber 19 and $1,742,300,000 on November 2.

Gold reserves show a further gain of $62,500,-
000, offset by a loss of $6,100,000 in other
cash reserves. For the present year the
banks report a gain of $772,400,000 in gold
and a loss of $47,900,000 in other reserve
cash. The reserve ratio, mainly because of
the gain of gold, shows a further rise during
the five weeks from 70.3 to 72.3 per cent.

Weekly changes in the principal assets and
liabilities of the reserve banks are shown in the
following exhibit:

FEDERAL RESERVE BANKS.

[In millions of dollars.]

Bills discounted.
1 T F. R,
Cash pecured Total |; NS Reserve
Date. | reserves. G%}L%S: i Ap | deposits. mciarcctilu_al ratio.
| ! :.
; ment | other. lation.
obliga-
tions.
o } S
Oct.19..] 2,922 460 870 1,717 2,441 70.3
Oct.26..| 2,937 462 847 1,739 2,400 70.8
Nov. 2..| 2,946 454 | 807 1,742 2,408 71.0
Nov.9..| 2,91 454 792 1,727 2,421 71.4
Nov. 16. 2,969 432 . 766 1,738 2,398 71.8
Nov. 23. 2,978 467 i 738 1,728 2,390 72.3
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BUSINESS, INDUSTRY, AND FINANCE, NOVEMBER, 1921.

Improvement in business conditions in November has not been as pronounced as during the
preceding two months. Several factors are responsible for this relative ‘‘slowing down.” The
seasonal peak of demand has, for the time being, been reached and passed. Uncertainty
regarding prices of staples, particularly of cotton, has interfered somewhat with trade buying,
while the possibility of further reductions of freight rates has apparently tended to unsettle
prices and to retard the activity of industry in some of the chief manufacturing sections.
Recovery in the steel and iron trade has come to a halt for the time being, and stability has not
yet been achieved in that branch of production.

Nevertheless, the progress toward normal conditions achieved during November has been
continuous, as may be seen by a comparison with the corresponding month of a year ago, or
with the general movement of economic conditions since the beginning of this year. Cotton
and woolen textiles in some of the principal producing districts are almost on a normal basis.
Steel and iron, while working at about 50 per cent of capacity, are in much better condition than
was true a few months ago. In some industries which had accumulated large surplus stocks,
such as zince, demand has been sufficient to carry off a part of the oversupply. Unemployment
has at least slightly decreased. Export trade continues in substantial volume, showing an
increase during October, and while laboring under many handicaps due to unsettled exchanges,
shows the result of strong foreign demand, especially for staples. This is particularly note-
worthy when it is remembered that the prices at which cotton and cereals are now being shipped
are so much lower than those of a year ago. Banking conditions are reported slightly improved
practically throughout the United States.

Reduction of prices for cereals and failure of cotton to maintain the level attained in
September—October have proven a serious handicap to farming interests. Results of this
relatively low return for output have been a reduction in the demand of farming communities
in some parts of the country for consumable goods and a simultaneous tendency to check some-
what the process of liquidating loans at banks. Nevertheless, retail business continues to im-
prove, taking the country as a whole, and has been materially helped by the improvement which
has taken place in employment conditions during the past few months. Improvement is also
observable in wholesale trade, sales comparing favorably with a year ago. Prices continue to
maintain a substantially stable position. The Federal Reserve Board’s index for October shows
a recession of less than two points, and it is evident that the price changes which are now occur-
ring do not represent any extensive movement toward modification of the average level.

Important financial developments have taken place during the month. In addition to a
general reduction of Federal Reserve discount rates, there has been a distinet tendency toward
decline in the level of market rates both for short and long term funds. This has been accom-
panied by a decided advance in the prices of bonds, and particularly of standard securities.
New offerings of capital issues have, in many cases, been readily absorbed, and the general
condition of credit has become easier. The one point at which financial conditions have shown
little or no improvement is in foreign exchange, where the German mark has continued its
downward movement, while other European currencies have been generally unsettled, with only
sporadic tendency to improvement.

The general situation of trade and industry is unmistakably more hopeful, and is improving
as steadily as can be expected, in view of the slowness of economic progress in other parts of the
world, particularly in western Europe. Another handicap to complete readjustment continues
to be the failure to bring about a proper coordination and mutual relationship of prices. This
is responsible for no small part of the slowness of economic recovery in certain branches of
business. On the whole, the best opinion now looks to a steady, even if locally interrupted,
progress back to normal conditions, although no immediate or sudden expansion or ‘“boom”
is now in sight,
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AGRICULTURE.

The preliminary estimates for the crops of
1921, issued as of November 1, indicate that
total agricultural production in 1921 will be
much lower than in 1920, and also considerably
less than the average production in the years
1915 to 1919. The estimated volume of every
important crop is smaller for 1921 than that
of 1920, but the 1921 production of corn, sugar
beets, sweet potatoes, and kafirs exceeds the
averafe production in the preceding five-year
period. The preliminary estimate for corn
production is 3,151,698,000 bushels, which is
2.5 per cent less than the crop of 1920, but 12.6
per cent greater than the average outturn in
the years 1915 to 1919. Both district No. 10
(Kansas City) and district No. 8 (St. Louis)
report that corn husking has made rapid
progress and that a considerable portion of the
crop has been cribbed. Reports from district
No. 8 (St. Louis) indicate that corn is well
matured and the yield for both silage and
grain is good. The stock of old corn on farms in
the United States was estimated at 281,472,000
bushels on November 1, which is over three
times the average hold-over during the past
five years. The condition of the white-potato
crop continued to improve durilﬁlg October,
but the estimated production on November 1
was 16.9 per cent smaller than the crop of 1920
and 4.1 per cent less than the average total
yield in the years 1915 to 1919. District No. 9
(Minneapolis) states that over 60 per cent of
the current potato crop was shiﬁped from the
farms by the end of October, whereas only 28
per cent of last year’s crop was marketed at
the corresponding date in 1920. Reports from
district No. 7 (6hicago), on the other hand,
indicate that a large portion of the Wisconsin
potato crop is being stored. The estimated
production of sugar beets on November 1
amounted to 7,480,000 tons, which was 12.5
per cent less than in 1920, but 20.3 per cent
more than the average production in the
previous five years. Reports from district
No. 6 (Atlanta) indicate that the Louisiana
cane sugar yield will amount to about 223,000
tons, as compared with a production of 169,127
tons in 1920. The new winter wheat crop has
made good progress in most sections, but has
suffered from a lack of rain in Kansas, Nebraska,
Oklahoma, and Colorado. District No. 8§
(St. Louis) states that winter wheat is in
prime condition to enter cold weather, although
unofficial reports indicate that the acreage will
be slightly less than last year. The winter
wheat and rye crops are well advanced in
district No. 7 (Chicago), and it is reported that
a larger acreage has been sown in Wisconsin
than 1n 1920.

COTTON.

Cotton ginned prior to November 14
amounted to 7,270,575 bales, as compared
with 8,914,642 bales in the corresponding
period of 1920. Considering the percentage of
the crop ginned to this date in previous years,
this indicates that the cotton crop of 1921 will
probably exceed 8,000,000 bales, whereas the
last Government estimate, as of September 25,
predicted a crop of 6,537,000 bales. = As a result
of this increase in the known supply of cotton,
the price of spot cotton at New York has
declined from over 20 cents in September to
18.4 cents on November 23, but is still about
50 per cent higher than the prices prevail-
ing in August. District No. 5 (Richmond)
states that the crop in the southern half of
South Carolina was practically a failure, whereas
a fair crop was gathered in the section north
of Columbia and in North Carolina. Reports
from district No. 6 (Atlanta) indicate that
cotton cultivation during the past season was
relatively much more successful in Missis-
sippi, Alabama, and Tennessee than in the
eastern section of the district. Continued dry
weather has been favorable to the harvesti
of the cotton crop in district No. 11 (Dalla?s%
and very little cotton remains to be picked in
any part of that district.

TOBACCO.

The November 1 estimate for tobacco
showed an increase to 1,020,874,000 pounds,
but the crop is still only about two-thirds that
of last year, the reduction being found very
largely 1n the manufactured and export types.
The markets of North Carolina and Virginia
were active during October, but still larger sales
were witnessed during the first two weeks of
November because o? better weather for the
preparation of leaf for market. Better prices,
averaging $30.87 per 100 pounds, were realized
during October than during either September,
1921, or October, 1920, and grades coming on
the market during November have shown some
further improvement, so that still better prices
have been realized. Medium and fine grades
are advancing steadily, and buyers appear to
be anxious to secure all good leaf offered, but
the demand continues poor for low-grade
tobacco, which comprises a large part of this
year’s crop. In the western districts of Ken-
tucky-Tennessee, whose tobacco moves to
market later than in the east, the outstanding
feature has been the announcement that the
Burley Tobacco Growers Cooperative Associa-
tion had signed up about 85 per cent of this
year’s crop and can now proceed with market-
ing arrangements. The cigar leaf tobacco
market in district No. 3 (Philadelphia) has had
the dullest fall it has experienced for years,
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and the question of prices is a stumbling block
to recovery. October was the best month
experienced this year by the cigar manufac-
turing industry in that district, but there are
now some evidences of diminishing demand,
although the majority of manufacturers con-
tinue to receive orders faster than they can
fill them. The demand for manufactured
tobacco in district No. 5 (Richmond) has been
as strong during October as during any earlier
month this year, although export trade con-
tinues light, most of the orders coming from
Latin America. In both cigars and manufac-
tured products the offering of new brands at
prices lower than those for established goods
continues.
FRUIT.

The apple crop continued to deteriorate
during October, and the estimated production
is only 102,290,000 bushels, which is 58 per cent
less than the production in 1920. The crop has

been a failure in almost all States east of the’

Rocky Mountains, whereas apple production
in States west of the Rocky Mountains will
amount to about 41,392,000 bushels in 1921,
as compared with 30,952,000 bushels in 1920.
Apples matured so rapidly in district No. 12
(San Francisco) that storage facilities were
inadequate, and a temporary glut of the mar-
kets ensued. Total production of citrus fruits
in 1921 will probably be considerably larger
than in 1920, despite the destruction of about
10 per cent of the Florida crops by a recent
storm. District No. 6 (Atlanta) reports that
more grapefruit will be shipped from Florida
this year than last year, but there may be some
diminution in the shipments of oranges. Re-
ports from district No. 12 (San Francisco) indi-
cate that shipments of the new crop of oranges
and lemons from California should be larger
than during the crop year ending October 31.
Prices of between $6 and $7 a box are being
paid for the better grades of Florida oranges,
while small and poorly colored fruit hardly
fetches a sufficient price to cover freight
charges. Production of wine and table grapes
in California amounted only to about 388,000
tons during 1921, as compared with 540,000
tons in 1920, but shipments totaled 29,515 cars
up to November 5, as compared with 25,809
cars in the corresponding period of 1920. The
California production of raisins was also unu-
sually light during 1921, but the quality is
exceptionally good, due to a favorable drying
season.
GRAIN MOVEMENTS.

The volume of grain movements showed
some further curtailment during October,
but total shipments of 1921 crops from the

78092—21——2

farms have been very heavy. Wheat re-
ceipts at leading primary markets in October
were smaller than in September, but were
slightly larger than in October, 1920. Re-
ceipts of wheat at Minneapolis and Duluth
amounted to 27,744,836 bushels in October,
as compared with 32,108,426 bushels in Sep-
tember and 26,278,983 bushels in October,
1920. At the four principal markets of dis-
trict No. 10 (Kansas City) 12,653,800 bushels
of wheat were received in October in compari-
son with 21,981,400 bushels in September and
12,394,150 bushels in October, 1920. Re-
celpts at these four markets from July 1 to
October 31 were about 32 per cent greater
than in the corresponding period of 1920.
Corn receipts showed a shght decline in
October, but were very much larger than in
October, 1920. District No. 10 (ansas City)
reports that new corn is beginning to move to
the markets, but that receipts continue light,
due to the low price at which it has been sell-
ing. Movement of other important grains
was also somewhat abated in October. Stocks
of grain at 11 interior centers were, however,
further augmented during the month. At
Minneapolis and Duluth stocks of wheat in-
creased 43 per cent, corn 124 per cent, oats
15 per cent, barley 13 per cent, and rye 21
per cent. The most noteworthy change in
volume of grain stocks at eight seaboard
centers was an increase of 73 per cent in the
stocks of corn.
FLOUR.

Output of mills representing 75 per cent of
total production in district No. 9 (Minne-
apolis) was 2,989,089 barrels during October,
an increase of 7 per cent as compared with
2,788,421 barrels during September, and an
increase of 23 per cent as compared with 2,-
427,749 barrels during October, 1920. Pro-
duction of mills in district No. 10 (Kansas
City), representing 65 per cent of the total
output of that district, amounted during
October to 2,295,789 barrels, an increase of
53 per cent over the October, 1920, figure of
1,502,721 barrels. In district No. 12 (San
Francisco), production of 63 mills during
October was 997,325 barrels, an increase of
2.8 per cent over the September figure of
970,632 barrels for 64 mills. Price declines
were reported on all grades of flour during
October, but a partial recovery was noted
during November. The trade is stated to
have been somewhat depressed by the de-
cline in wheat prices. This was evidenced in
district No. 10 (Kansas City) by reports of
curtailment of shipping instructions on old
orders, as well as by the slowing down of new
orders. DBusiness in district No. 8 (St. Louis)
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has been irregular and unsatisfactory to the
seller. Domestic demand continues in fair
volume, but is on a hand-to-mouth basis.
Some export business is reported in the dis-
trict, mainly to western Europe, but export
demand in district No. 12 (San Francisco)
dwindled to small proportions in October.
Millers in that section are reported to be await-
ing further developments in the wheat market
before buying stocks of wheat and expanding
operations.

LIVE STOCK.
Heavy movement of live stock to market was
reported during October. Receipts of cattle

and calves at 15 western markets during that
month were 1,712,917 head, corresponding to an
indexnumber of 170, as compared with 1,417,259
head during September, corresponding to an
index number 0%) 141, and 1,621,295 head dur-
ing October, 1920, corresponding to an index
pumber of 161. Receipts of hogs increased
from 1,783,827 head during September to
2,057,231 head during October, as compared
with 1,791,881 head during October, 1920, the
respective index numbers being 81,94, and 82.
October receipts of sheep were 1,842,148 head,
as compared with 1,651,659 head during Sep-
tember and .1,864,728 head during October,
1920, the respective index numbers being 135,
121, and 136. October shipments of stocker
and feeder cattle and calves from 34 markets
were 57 per cent larger than during September,
although shipments of sheep and lambs were
slightly less, but in both cases the figures were
very much less than a year ago. Southern
cattle have been shipped to Montana this fall
for winter feeding, due to the abundance of
good winter range and the large forage supply
of high quality hay. Practicaﬁy all cattle and
sheep in district No. 11 (Dallas) have been
driven to winter ranges and grazing conditions
are reported above normal, although rainfall is
now needed to start growth of winter and
spring feed. The activities of the War Finance

orporation in that district have engendered
better feeling among cattlemen.

Twenty-five representative packers report an
increase of 63 per cent in October sales
(measured in dollars) over those during Sep-
tember, but a decline of 29.6 per cent as com-

ared with October, 1920. Fresh meats and
ard for domestic trade have been moving well,
and there has been an improvement in the
demand for cheaper cuts of beef and pork in
many localities. There was improvement in
November in the demand from Great Britain
and the Continent for packing-house products.
The fresh-meat trade was reported generally
slow during October in district No. 10 (Kansas

City), and conditions were more stable than in
September, although retailers bought only for
the immediate requirements of their trade.

COAL.

Production of bituminous coal in October was
larger than during any month of the current
year. The steady improvement evident during
September and October was materially acceler-
ated during the last 10 days of October, when,
under the threat of the strike, heavy demands
for spot deliveries appeared. After the strike
call was rescinded activity in the market
ceased. Production increased from 35,105,000
tons in September to 43,741,000 tons in October,
which was, however, below the October, 1920,
production of 52,144,000 tons. The respective
mdex numbers are 95, 118, and 141. District
No. 3 (Philadelphia) reports that although
prices rose somewhat when thestrike threatened
they have gradually reacted and are now at the
levels prevailing during early October. Dis-
trict No. 7 (Chicago) reports that the reduction
in the production of domestic sizes has caused
a decrease in the amount of screenings in the
hands of operators, so that the price in the
open market has remained throughout October
at a level higher than during September. Dis-
trict No. 10 (Kansas City) states that generall
the coal situation is considered dull, althoug
the October percentage of loss of activity at
the mines on account of “‘no market” was very
materially reduced in Colorado, Missouri, and
Oklahoma, as compared with the month of
September.

The increased production of anthracite coal
during October was no doubt caused by the
speeding up at the time of the threatened rail-
road strike. Production was lower, however,
than in any month of October for the last eight
years. The output this October was 7,580,000
tons, as compared with the September figure
of 7,124,000 tons. The respective index num-
bers are 102 and 96. Although the demand
was stimulated temporarily, consumers are now
willing to purchase only in small lots. District
No. 3 (Philadelphia) reports that the demand for
steam coal is greater than it was in the summer,
but orders are small, and, due to the installation
of oil heating plants in many hotels and office
buildings, the market may be permanently
narrowed.

The improvement in the iron and steel indus-
try in September and October continued to be
reflected in an increased production of coke.
Beehive coke production increased from 289,000
tons in September, corresponding to an index
number of 11, to 416,000 tons in October, cor-
responding to an index number of 16. By-
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roduct coke production increased similarly,
From 1,423,000 tons in September to 1,734,000
tons in October, the respective index numbers
being 161 and 197.

PETROLEUM.

During October there was a further narrow-
ing of the slight margin between domestic pro-
duction of crude oil and its consumption.
Reports for the several important oil fields
indicate that output is still curtailed. It is
reported that the demand for and price of
gasoline weakened considerably, due mostly to
the bad weather prevailing in the North and
Northwest and the normal falling off of con-
sumption at this time of the year. The price
of crude petroleum advanced in practically all
fields.

District No. 10 (Kansas City) reports that
October development operations show a slight
decrease in the number of wells completed and

also in the number of barrels daily new produc-|!

tion as compared with September, while drilling
operations during October show a gain of 36
new rigs as compared with September, but were
35 per cent less than a year ago. Stocks of
crude oil held in Kansas and Oklahoma aggre-
ated 65,936,148 barrels at the end of Septem-
%er, an increase of 1,097,643 barrels during the
month. Production of petroleum in Kansas
and Oklahoma during the month of October
averaged approximately 404,125 barrels daily,
according to unofficial reports. As compared
with a year ago this indicates a reduction of
7,750 barrels in average daily production and a
total decrease of 240,250 barrels for the month.
Production of crude petroleum in district
No. 11 (Dallas) continued to decrease. The
total output during October was 9,941,748
barrels, which represented a 20,282 barrel de-
crease from September production. New com-
pletions in this district numbered 192 wells,
only 92 of which were producers, as compared
Witi; 116 producers out of 171 completions for
September. Due to the rise in prices, there
has been a resumption of drilling in this section.
After nearly two months of dispute over wage
%df'ustments and working rules in the California
e
has been resumed on all leases. On account of
the strike the low figure of 227,957 barrels of
average daily production was reported. Al-
though consumption during October decreased,
it was still considerably in excess of output, and
stored stocks were further reduced by 555,039
barrels, only 33,116,456 barrels being held at
the end of October. Thirty-two new wells,
with an initial daily production of 14,825 bar-
rels, were completed during the month.

ds, a settlement has been obtained and work | P

IRON AND STEEL.

During October distinet. improvement was
evident in the iron and steel industry. Pig-
iron production during that month amounted
to 1,233,232 tons, corresponding to an index
number of 53, as compared with 985,529 tons
during September, corresponding to an index
number of 43. Steel-ingot production showed
a somewhat greater increase, from 1,174,740
tons during September to 1,616,810 tons during
October, the respective index numbers being
51 and 70. On November 1, 95 furnaces were
in blast, as compared with 84 furnaces on
October 1. The unfilled orders of the United
States Steel Corporation, however, not only
failed to respond, but actually showed a de-
crease, from 4,560,670 tons at the close of
September to 4,286,829 tons at the close of
October, the respective index numbers being
87 and 81, the lowest since May 31, 1919.
November does not show a continuance of the
improvement during the previous month, but
lncﬁcates that conditions at best are merely
holding their own. In fact, district No. 3
(Philadelphia) reports “a distinct, though
slight, reaction from the steadily increasin
activity that occurred during September an
October.” Prices reflect the sgckening of
demand. After a spirited advance during
September and October, they have again
weakened on practically all products. The
advance of $5 on sheets, which was made some
time ago, has been lost, and the lower figure
itself has been shaded. ILessening of demand
has been most conspicuous in the lighter
products, such as sheets and wire, which con-
tributed greatly to the recent increase in steel
groduction. The heavier products which have

een lagging up to this time are reported from
district No. 4 (Cleveland) to be making a better
showing under demands originating with some
increase of general business construction, oil
field work, and railroad buying, both for car
repairs and rails. In district No. 3 (Philadel-
phia) output at present is somewhat in excess
of current deliveries. The policy of purchasers
is to carry over as little material as possible
into the new year, as lower freight rates and
roduction costs would necessitate writing off
mventories. Many inquiries for 1922 delivery
are, however, being received.

AUTOMOBILES.

Some of the larger manufacturers of auto-
mobiles in district No. 7 (Chicago) further
curtailed production during the latter part of
October, when they discovered cars piling u
in the hands of distributors and dealers, pend-

ing the presentation of new models. In fact,
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reduction of production schedules to conform
to approaching winter conditions, with their
lessened sales, has been general. Manufac-
turers’ shipments during October were 17,323
carloads, as compared with 19,002 carloads
during September, but were slightly in excess
of the October, 1920, figure. October drive-
aways were 11,257 machines, as compared
with 13,840 machines during September. Busi-
ness in trucks "during the past few months
has not been relatively as large as in passenger
cars.
NONFERROUS METALS.

The nonferrous metal markets are generally
uiet, with no unusual demand expected for
the remainder of the year. The October aver-
age prices show uniform advances over the
figures for September, and lead, zinc, and tin
averages were the highest since May or June.
The price of copper (New York, net refinery)
was 13 cents per pound on November 16, as
compared with 12.75 cents per pound on No-
vember 1, while the price of lead at New York
remained at 4.65 cents throughout the latter

art of October to the middle of November.
R’he demand for zinc has shown little improve-
ment, and the price of 4.70 cents at St. Louis
has been maintained during the month. Copper
production in October amounted to 21,157,754
pounds in comparison with a production of
20,926,554 pounds in September. October pro-
duction of copper in district No. 9 (Minneapo-
lis), as indicated by the figures of companies
producing about 75 per cent of the refined
copper in that district, continued at the same
low level which has prevailed since the spring
of 1921. Zine production during October re-
mained at almost the same figure as for Sep-
tember. Shipments of zine for October were
10,311 tons more than the amount produced,
so that stocks on hand were reduced from
81,135 tons at the beginning of the month to
70,824 tons on October 31. District No. 10
(Kansas City) reports that there was heavy
shipment of zinc ores during October, due in
some measure to a radical increase in the value
of the ore. A comparison of statistics for 1921
to the end of October with the same period in
1920 reveals that shipments of zinc ores have
been about one-half in amount and less than
one-third in value, while lead ore shipments
have decreased approximately one-third in
amount and two-thirds in value. District No.
12 (San Francisco) states that no further im-
provement in the gold and silver mining indus-
tries was reported during October, and the
copper mining industry continues greatly de-

pressed. In this district the demand for lead
1s stated to be strong, consumption outrunning
production.

COTTON TEXTILES.

The unsettling effect of a drop in the price
of raw cotton, following upon the initiation of
new price adjustments growing out of the

revious advance, has resulted in ‘a slightly
essened activity in the industry during Octo-
ber. The uncertainty manifested itself, how-
ever, rather in a hesitancy on the part of
buyers to place new orders than in any imme-
diate curtailment of mill activity. An exami-
nation of cotton statistics makes it apparent
that mill activity was sustained during the
month, as consumption amounted to 494,745
bales in October, a gain of 2.1 per cent as
compared with September and an advance of
almost 25 per cent over the October figures of
the preceding year. In New England con-
sumption was stated to be larger in October
than at any time during the past year. At
present, mills in that section are operating at
about 80 per cent of capacity, while in district
No. 3 (Philadelphia) the goods mills show a
lesser degree of activity, estimated at from 60
to 65 per cent. Orders in most cases are said
to be no more than sufficient to cover six
weeks’ operations on the present running basis
in the case of the mills in the Philadelphia
district. But spring business in ginghams and
fancy fabrics ogers a contrast to the general
market and is reported to be excellent. Yarn
prices have fallen somewhat, since weavers
and knitters covered their requirements very
largely in September, and few new orders are
being placed at the present time. The yarn
mills in district No. 3 (Philadelphia) showed a
slight reduction in activity, operating at about
65 per cent of capacity. As orders booked
will be filled within the next six weeks, reduc-
tion in the scale of operations is being contem-
plated by some manufacturers.

Activity in the southern mills continues to
be greater than in other sections of the country.
In district No. 6 (Atlanta) mills generall
throughout the district are operating on full
time and some are running night shifts. Cloth

roduction of 48 mills reporting to the Federal

eserve Bank of Atlanta showed an increase
of 3.5 per cent in yardage in October as com-
pared with September and of 17.4 per cent as
compared with October, 1920. Cloth ship-
ments increased 7.5 per cent for the month and
73.2 per cent over those for a year ago. Orders
on hand at the end of the month had declined
5.2 per cent, but were 28.4 per cent above those
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for the end of October, 1920. A majority of
yarn as well as cloth mills are operating at full
capacity or even running overtime, although
reporting establishments said that a cessation
of orders had followed the recent drop in cotton
prices. Yarn production in pounds for 44 mills
was 1.6 per cent less in October than in Sep-
tember, Il))ut 33.6 per cent above the output
during October, 1920. Yarn shipments ad-
vanced 12.9 per cent and 62.1 per cent, re-
spectively, as compared with the preceding
month and with the same month a year ago.
Orders on hand were 5.4 per cent above those
for the end of September and 85.8 per cent
above the totals for the end of October, 1920.

COTTON FINISHING.

Reports from 35 of the 58 members belong-
ing to the National Association of Finishers of
Cotton Fabrics show that during the month of
October there was an increase in finished yards
billed, the total amounting to 105,286,414, as
compared with 101,824,795 for September.
However, a droIEl in finishing orders received
during the month was recorded, the figure for
October being 100,909,965, as compared with
107,336,429 for the preceding month. The per-
centage of average capacity in operation rose
slightly from 73 to 77 for all districts. The
average work ahead at the end of the month
fell from 11 to 10 days.

WOOLEN TEXTILES.

The strike of the New York garment workers
came at the end of the period covered by the
reports, and its effect upon the activity of the
mills manufacturing dress goods could not
therefore be gauged. In New England the
.woolen and worsted industry has been running
on a normal basis in spite of the fact that the
goods market at the present time is dull. In
district No. 3 (Philadelphia) dress-goods mills
have been . operating at about 80 per cent ca-

acity. The manufacturers of knitting yarns
1 district No. 3 (Philadelphia) continue to do
a good business, and many of them have orders
sufficient to enable them to run at full capacity
well into 1922, In district No. 4 (Cleveland)
reporting textile mills have not had as good
business in October as in September. In the
former month they were operating near capac-
ity, but since then orders have fallen off, and in
October operations averaged only about 70 per
cent of normal. The census figures showing
the percentage of idle machine hours to the
total hours reported indicated a slight improve-
ment for the month of October as compared

ample, the percentage of idle hours for looms
wider than 50-inch reed space had dropped to
24.9 per cent as compared with 25.8 per cent
for October 1. The corresponding figures for
looms for 50-inch reed space or less were 27 per
cent and 27.5 per cent, respectively. The per-
centage of idl% hours in the case of woolen
spindles dropped from 20.9 per cent to 18.3 per
cent, but the figure for worsted spindles showed
a slight increase from 7.8 to 8.1 per cent. The
market for raw wool showed an upward tend-
ency, with a slight increase in volume of sales
during the period covered by the report.
Wool consumption for the month of October
was 67,287,000 pounds, as compared with
62,131,000 pounds for September, an increase of
8.3 per cent. District No. 1 (Boston) says that
‘““dealers report that there has been an appre-
ciable reduction in the stocks of the more
popular wools and that it is sometimes difficult
to buy large quantities of the kinds desired
without causing the prices to advance.”

CLOTHING.

The strike of approximately 50,000 members
of the International Ladies’ Cgarment Workers’
Union, which be%;an November 14, has wholly
tied up some of the larger women’s apparel fac-
tories of New York, although numbers of the
smaller factories have signed contracts with
the union and are beginning to operate again.
The strike occurs between seasons and a
speedy settlement would mean that output
would consequently be only slightly affected
so far as loss of time is concerned. Statistics
of production for men’s clothing from district
No. 7 (Chicago) and wholesale sales of both
men’s and women’s clothing in districts No. 2
(New York) and No. 8 (St. Louis) indicate that
conditions in the industry were favorable dur-
ing October. In district No. 7 (Chicago) re-
turns from six large manufacturers of men’s
clothing showed that production and ship-
ments had fallen off 16.4 per cent and 38.5 per
cent, respectively, as compared with Septem-
ber, but as a result of the very late season the
production figures were 45.5 per cent ahead of
those for last year and shipments were 30.2 per
cent larger. Orders placed for spring {rom
the opening of the season to date were 41.9 per
cent greater than for the corresponding period
in 1920. In the case of 15 tailors-to-the-trade,
the number of suits made in October as com-
pared with September increased 29 per cent,
but totals were 1.7 per cent below those for
October, 1920. Shipments rose 26.8 per cent
as compared with September, but were 7.9 per

! cent below last year. Orders were 27.4 per cent

with September. On November 1, for ex-|greater in Octoher than in September and
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eight-tenths of 1 per cent below those for Octo-
ber, 1920. The figures for the five laige cut-
trim-make concerns show the same trend, but
“the improvement here is less marked than it
is in the other branches of the clothing indus-
try.” The figures are as follows: For number of
suits ordered, an increase of 16.3 per cent as
compared with September and a decrease of
10.5 per cent as compared with October, 1920;
for number of suits made, an increase of 19.7
per cent as compared with September and a
decrease of 7.9 per cent as compared with Octo-
ber, 1920: for number of suits shipped, an in-
crease of 18.8 per cent as compared with Sep-
tember and a decrease of 8.5 per cent as com-
pared with October, 1920. Sales of 11 report-
ing wholesale clothing firms in district No. 2
(New York) showed an advance of 44.3 per
cent in October as compared with September,
and of 5.3 per cent as compared with October
of the preceding year. In district No. 8 (St.
Louis) sales of 23 leading clothing {irms were
from 4 per cent to 12.5 per cent greater than in
Septemﬁer and from 7 per cent to 16 per cent
above sales for a year ago. It was stated,
however, that buying in that district was dull
in the early part of November.

SILK.

Reports from the different sections in which
silk mills are located testified to a surprising
degree of unevenness within the industry. In
Paterson, N. J., as in previous months, oper-
ations remained at low ebb. The percentage
of active loom hours to total available was
only 18.5 per cent, on November 5, as com-

ared with 2f per cent on October 8. In
North Hudson, the corresponding figure for
November was 50.8 per cent, which con-
trasts unfavorably with the October figure of
somewhat more than 62 per cent. Returns
made by 16 manufacturers of broad silk lo-
cated in district No. 3 (Philadelphia) are of a
conflicting nature, although decidedly greater
activity is indicated than that prevailing in the
centers just mentioned. Half of the manufac-
turers state that business is poor and demand
decreasing, while the others assert that the re-
verse is trae. The former group are averaging
about 56 per cent of operating capacity; the
latter, 67 per cent. Prices of raw silk have ad-
vanced, creating a considerable amount of in-
decision among prospective buyers. Imports
fell from 4,597,642 pounds in September to
3,140,516 pounds in October.

HOSIERY.

Manufacturers of silk hosiery in district No.
3 (Philadelphia) continued to do an excellent

business, and practically all the mills are sold
ahead for two or three months. There is a
demand for novelty lines for the holiday trade,
but fewer inquiries for mercerized hosiery have
been made, following price advances. Twenty-
five firms in district No. 3 which sell to the
wholesale trade showed an increase in number
of pairs of hose manufactured during October
of 16.8 per cent as compared with September.
Shipments during the month inereased 14.7 per
cent, and unfilled orders at the end of the month
were27.1 percent above those on hand at the end
of September. The nine reporting firms which
sell to the retail trade produced 4 per cent less
in October than during the preceding month,
and shipments and unfilled orders also fell oft
by 12.1 per cent and 2.8 per cent, respectively.
There has been further improvement in the
manufacture of cotton hosiery in district No.
6 (Atlanta), where reporting mills are operating
at the rate of 80 to 100 per cent of capacity.
The output of these mills is larger than for
the same period in 1920. There has been a
decrease in stocks on hand and an increase of
unfilled orders.

UNDERWEAR.

The comparative reports received from 36
mills engaged in producing underwear con-
tinue to show marked improvement for Octo-
ber as compared with the September returns
for the same mills. Production rose from
445,825 dozens in September to 487,996
dozens in October, a gain of 9.5 per cent.
Unfilled orders rose from 809,996 dozens Sep-
tember 1 to 1,171,960 dozens October 1, a

ain of 44.7 per cent. New orders fell off
rom 865,492 dozens received during Septem-
ber to 537,928 dozens for October, a loss of
37.8 per cent. Shipments decreased from
497,854 dozens in September to 477,810 dozens
in October, a loss of 4 per cent.

Forty-onc mills showing an actual produc-
tion of 518,264 dozens for the month of Octo-
ber report unfilled orders on October 1 at
1,191,688 dozens and new orders received
during the month at 602,212 dozens, so that,
allowing for shipments and cancellations, the
balance of ord)ers on hand amounted to
1,284 718 dozens on November 1, or nearly two
months actual product sold. Shipments rose
from 418,258 dozens in September to 503,261
dozens in October. The actual production of 56
mills reporting for October amounted to 675,205
dozens, or 87.3 per cent of normal, as compared
with 84.4 per cent of normal production for the
55 mills that reported in the preceding month,
and 50.4 per cent for the 61 mills that reported
in October, 1920. One mill opened up in Octo-
ber, leaving four mills still closed. Production
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continues to increase slowly, despite the higher
prices due to advances in cotton and the fact
that there has been little or no reduction in
labor costs.

SHOES AND LEATHER.

Sales of hides and skins declined somewhat
during October, although prices were well
maintained. The market for packer hides
became very active in the third week of No-
vember, and prices registered a slight advance.
This activity has not as yet been reflected in
the market for country hides. Demand for
heavy leather continued to improve during the
first three weeks of November, and quotations
for heavy backs increased at both New York
and Chicago. District No. 3 (Philadelphia)
reports that the upper-leather market is more
active than it has been, the business being
chiefly in medium and lower grades. Exports
are steadily increasing, due to increased pur-
chases by Great Britain, Spain, and Japan.
A slight improvement in demand for leather
belting is reported from both district No. 3
(Philadelphial)) and district No. 7 (Chicago).

Shoe manufacturing continued on a large
scale during October, although activity still
a};l)pears to be more general in the West than in
the East. October production was greatly in
excess of October, 1920, but that was a month
of extreme depression in the shoe industry.
The output of shoes during October reported
by nine large manufacturers in district No. 1
(Boston) was 5.7 per cent less than in Septem-
ber, but 80 per cent greater than in October,
1920. New orders were about 15 per cent in
excess of those received in September, and 13
per cent larger than in October, 1920. The
slight slackening of activity in production is
ascribed to the change in seasons. Forty-five
reporting firms in district No. 3 (Philadelphia)
produced 2.7 per cent less shoes in October than
in September, while shipments declined 1.6 per
cent. Orders booked increased 28.7 per cent,
and were 60.5 per cent in excess of the orders
booked in October, 1920. Although a few
large plants have booked orders for spring de-
livery, most shoe manufacturers are working
on orders for immediate shipment. Reports
from 27 manufacturers in district NIc;. 7
(Chicago) show an increase of 5.9 per cent in
production during October. Unfilled orders
at the end of the month were 11.1 per cent
greater than at the close of September and 58.2
per cent greater than at the close of October,
1920. Eleven firms in district No. 8 (St. Louis)
report sales ranging from 32 to 40 per cent
larger than a year ago. Demand centers prin-
cipally on moderate and low-price shoes, and

factories in district No. 8 {St. Louis) producing
such grades are operating at capacity. Shoe
prices were unchanged during October, but
were from 35 to 45 per cent less than in October,
1920.

LUMBER.

A marked improvement in demand, parti-
cularly for upper grades of lumber, is indicated
by the reports for October from the various
districts. District No. 6 (Atlanta) reports
some irregular improvement during the month,
with only a slight increase over the September
total in production for the district as a whole,
The threatened strike caused both orders and
production to decline toward the end of the
month. The statement of the Southern Pine
Association for the week ending October 28
showed actual production of the 130 reporting
mills to be 20.5 per cent below normal produc-
tion. Stocks at mills are low and badly broken
and buyers find it difficult to cover their re-
quirements in high-grade finish and flooring,
and as to dimension. Prices continue to rise
despite the numerous recent advances.

perations of the Northern Hemlock and
Hardwood Manufacturers’ Association, most
of whose members are located in district No. 7
(Chicago), show that for October shipments
were 214 per cent and that orders were 219 per
cent of production. Reports from district
No. 8 (St. Louis) indicate a heavy demand
for hardwoods and for structural lumber, ad-
vancing prices, heavy shipments, and depleted
stocks. The general price level of yellow pine
showed a gain of approximately 25 per cent
during the month. Tge volume of yarg buying
diminished, but demand on the part of railways
for car-repair materials and the wood consum-
ing industries increased. In district No. 9
{Minneapolis) the October lumber cut of 8,-
930,564 feet was 17 per cent less than in Sep-
tember and 53 per cent less than in October,
1920. October shipments totaled 15,699,808
feet, about the same as the September figure,
but orders booked during the month were 20
per cent larger than the September total and
35 per cent larger than in October last year.
Thirty-five mills in district No. 11 (Dallas)
report an average weekly production of 13,-
577,480 feet, which was 32 per cent below
normal. Average weekly shipments amounted
to 18,329,625 feet. In production no notice-
able increase over the September total is shown,
but shipments have increased in volume.
Prices of low-grade lumber have been steadily
increasing, while prices of upper grades re-
mained fairly constant.

In district No. 12 (San Francisco) the de-
mand for lumber continued to strengthen dur-
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ing October and showed a marked inecrease over
the previous months of the year. Price ad-
vances were generally maintained. Four fac-
tors contributed to the strength of the October
lumber market—an expansion of demand in
the woodworking industries, larger buying of
car material for repairs, increased yard buying,
sustained by an active demand for building
materials, and increased export shipments to
Japan. Statistical statements of the four
lumber associations of this district show a
volume of orders received during October
which was 18.9 per cent greater than actual
production and 12.2 per cent in excess of ship-
ments, and which represents the largest amount
of business booked 1n any month since March,
1920. The October cut of the 161 reporting
mills was 380,406,000 feet and -shipments
amounted to 392,970,000 feet. Production,
which, in Septeraber, was 75 per cent of normal,
is now estimated as 85 per cent of normal.
From 75 per cent to 80 per cent of the normal
output of logs is being produced and it is ex-
pected that all available rafts of logs will be
sold before camps close. Curtailment of pro-
duction is reported in the shingle industry.

BUILDING.

During the month of October the valuation
of building permits issued in 166 selected cities
showed a s%ight increase over September in
districts No. 1 (Boston), No. 6 (Atlanta), No. 7
(Chicago), and No. 9 (Minneapolis), and a sub-
stantial increase in districts No. 2 (New York),
No. 3 (Philadelphia), No. 4 (Cleveland), No. 10
(Kansas City), and No. 12 (San Francisco). The

ercentage of increase ranged from 0.4 per cent
m district No. 6 (Atlanta) to 33.3 per cent in
district No. 2 (New York). Decreases from the
September totals occurred only in districts
No. 5 (Richmond), No. 8 (St. Lous), and No. 11
(Dallas). These decreases were 11.4 per cent,
38.5 per cent, and 36.7 per cent, respectively.
In comparison with the corresponding period of
1920, the October statistics showed increases in
districts No. 2 (New York), No. 3 (Philadel-

hia), No. 4 (Cleveland). No. 5 (Richmond),

0. 7 (Chicago), No. 8 (St Louis), No. 9 (Min-
neapolis), No. 10 (Kansas City), No. 11 (Dal-
las), and No. 12 (San Francisco). These in-
creases vary from 27.1 per cent in district No. 9
(Minneapolis) to 230.5 per cent in district No. 2
(New York). Districts No. 1 (Boston) and
No. 6 (Atlanta) show decreases from October
last year of 37.4 per cent and 25.5 per cent,
res&ectively.

hile the total valuation of permits issued
thus increased from $151,974,000 to $172,204,-
000, the value of contracts let in seven Federal
Reserve districts, prepared by the F. W. Dodge

| vanced. Construction activities

Co., decreased from $227,473,000 in September
to $203,954,000 in October. Increases were
shown in districts Nos. 1 and 3,-while the figures
were practically unchanged in districts Nos. 5
and 9, and decreased considerably in districts
Nos. 2,4, and 7.

District No. 3 (Philadelphia) reports that
building operations are not so extensive as the
number of permits granted would indicate, and
that the volume of contracts let has not in-
creased correspondingly. The reduction in
wages and costs of some materials has resulted
in mereased building of residences in district
No. 4 (Cleveland). All States of district No. 7
(Chicago) and most of the cities participated in
the increase of the number of permits granted in
that district, and all of the States except Michi-
gan showed an increase in estimated cost. In
district No. 8 (St. Louis) there has been con-
siderable growth in the construction of dwell-
ings. The rural districts and smaller towns
have taken a much more important part in this
development. Further minor reductions are
reported in costs of clay products, cement, and
metal goods, while lumber prices have ad-
in district
No. 12 (San Francisco) surpassed all records,
both in the number and value of permits
granted during October. This was due chiefly
to the declining prices of many building mate-
rials and the reduced labor costs.

EMPLOYMENT.

The United States Employment Service re-
ports an increase of 1.6 per cent in numbers
employed in 14 selected industries of the United
States in October. Such local reports as are
available indicate that increases in numbers
employed are slightly in excess of decreases.
Generalizations are, however, difficult because
of the marked variations in employment con-
ditions within the same community as well as
between different regions, which grow out of
the unequal degrees of activity prevailing in
the several industries. For example, district
No. 1 (Boston) reports that unemployment is
serious in the shoe industry in Lynn and Haver-
hill and also in the centers of the jewelry and of
the metal industries. Reports from metal
goods centers are said to show a decrease of
nearly 50 per cent in numbers employed as -
compared with a year ago. On the other
hand, the situation in the cotton and woolen
textile industries is good and probably there
has been a moderate increase in the number of
employees in most New England industries.
The New York State Department of Labor re-
ports a gain of 2.5 per cent in numbers em-
ployed in factories in October. Moderate
gains in employment in textile mills were coun-
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terbalanced by losses in the manufacture of
clothing, but railroad-car building and repair
shops and railroad equipment factories took on
a larger number of workers. In district No. 3
(Philadelphia) the Pennsylvania State Depart-
ment of Labor reported a slight improvernent
in employment conditions in the six cities of
Altoona, Harrisburg, Johnstown, Philadelphia,
Scranton, and Williamsport. The numbers
unemploved were estimated at 198,635 on
November 15, a decrease of 1.4 per cent as
compared with October 31. Reports from
other parts of the district also indicated
improvement in employment conditions. In
district No. 5 (Richmond) a slight increase
in numbers unemployed was noted in the
cities, but in the rural sections of the Caro-
linas the demand for labor strengthened
with the resumption of a number of impor-
tant lumber plants and other establishments.
In district No. 7 (Chicago) 271 firms employin
150,607 persons at the end of October reporte
an increase of 2.5 per cent in numbers of em-
loyees as compared with the preceding month.
he most conspicuous increases took place in
iron and steel, railway repair shops, and in the
factories producing boxes and containers.
The chief decreases were in construction work
and in automobile and automobile accessory
lants. While the United States Employment
ervice figures revealed some improvement for
the firms employing over 500 men in Minne-
apolis and St. Paul, it is stated in the report
from district No. 9 (Minneapolis) that clerical
and domestic workers and those engaged in
other lines of employment are idle in increas-
ing numbers. Outside of the cities and larger
towns unemployment is also growing, follow-
ing the completion of harvesting. In Mon-
tana, coal mining and lumbering operations
are more active, but in copper mining and allied
industries, depression exists. In district No.
12 (San Francisco) the completion of harvest-
ing and cessation of work on highways and pub-
iic improvements in October has resulted in
increasing unemployment among unskilled
workers In certain sections. On the other
hand, there have been increases in numbers
employed in the manufacturing and building
trades.
WHOLESALE TRADE.

Seasonal factors are in large part responsible
not only for the quite general reduction in the
sales of wholesale dry goods during October,
but also for the equally pronounced increase
in the sales of hardware. In the case of dry
goods it is a striking fact that the value of
sales was above that of October, 1920, in seven
of the nine reporting districts, ranging from a

minimum increase of 7.3 per cent in district
No. 4 (Cleveland), with five firms reporting, to
28.5 per cent in district No. 5 (Richmond),
with 18 firms reporting. In district No. 9
(Minneapolis) and district No. 12 (San Fran-
cisco) sales were still below the levels of a year
ago, with decreases of 20.8 per cent, with five
firms reporting, and 9.3 per cent, with 11 firms
reporting, respectively. As compared with
September, however, a seasonal falling off in
demand brought about a drop in sales in seven
out of nine districts. Decreases ranged from
3.7 per cent in district No. 2 (New York), with
three firms reporting, to 20.3 per cent in dis-
trict No. 9 (Minneapolis), with five firms
reporting. District No. 11 (Dallas) showed a
slight increase of 1 per cent in sales for 12
relﬁ)rting firms.

ardware sales increased in October as com-
pared with September in eight of the ten
reporting districts. Advances varied from 1.6
per cent in district No. 10 (Kansas City), with
5 firms reporting, to 21.9 per cent in district No.
11 (Dallas), with 10 firms reporting. District
No. 11 states that the demand for small build-
ing hardware and for automobile accessories
was particularly strong. City sales have been
heavy, but country buying quite limited in
amount. District No. 3 (QPhlladelphia) also
calls attention to the fact that automobile
accessories and electric and heating sug lies
have been selling well, but states that bui gers’
hardware has been in lesser demand. In dis-
trict No. 7 (Chicago) there was a slight increase
in inquiries for builders’ hardware, and in dis-
trict No. 8 (St. Loouis) this was also the case.
The decreases in sales in districts No. 9 (Minne-
apolis) and No. 12 (San Francisco) were negli-
gible, being only 0.4 per cent in the former case,
with 11 firms reporting, and 0.7 per cent in the
latter case, with 23 firms reporting.

Wholesale grocery sales remained relatively
steady during October, with slight advances in
all reporting districts except district No. 7
(Chicago), in which 26 reporting firms showed
an average decrease of 1.1 per cent. Increases
ranged from 0.6 per cent in district No. 6
(At%anta), with 29 firms reporting, to 17.3 per
cent in district No. 2 (New York), with 9 firms
regorting. Making due allowance for price
differences, sales compared favorably with
those for October, 1920, the maximum reduc-
tion being 31.6 per cent in district No. 6
(Atlanta), with 29 firms reporting. In that
district October sales this year were probably
anticipated in good part by September busi-
ness, which was stimulated by the influence
of a substantial rise in the price of cotton,
followed by a price sag in October which,
together with two or three weeks of warm
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weather, “ caused business to drag.” A fairly
substantial advance in sales occurred in the
two other southern districts, district No. 5
(Richmond) reporting an increase of 2.2
er cent, with 57 firms reporting, and district

o. 11 (Dallas) an increase of 3.4 per cent,
with 14 firms reporting. District No. 11
says that business has been very uneven, de-
creases having occurred in sections where the
cotton yield has been poor, while in regions
where oil activity has been renewed business
is excellent. City sales in this district have
remained fairly constant.

In districts No. 2 (New York), No. 5 (Rich-
mond), No. 6 (Atlanta), and No. 7 (Chicago),
increases in wholesale sales of boots and shoes
have taken place during the month, the
percentages of increase f)eginning with 1.7
per cent in district No. 2 (New York), with
8 firms reporting, and rising to 13.3 per cent
in district No. 6 (Atlanta), with 11 firms
reporting. In district No. 12 (San Francisco),
on the other hand, a decrease of 7.6 per
cent was recorded, with 17 firms reporting.
In every district for which records are avail-
able for a year ago, sales were above the
totals for October, 1920, with the exception of
district No. 12 (San Francisco), in which the
sales averaged 9.1 per cent less, with 17 firms
reporting. However, there was a substantial
advance of nearly 30 per cent in September
sales in district No. 12 (San Francisco) as com-
pared with August, a fact which would help
to explain the drop in October sales. Actual
increases as compared with a year ago ranged
from 2.1 per cent in district No. 7 (Chicago),
with 9 firms reporting, to 44.2 per cent in
district No. 5 (Richmond), with 18 firms
reporting.

RETAIL TRADE.

Retail trade, as shown by sales of 365 rep-
resentative department stores throughout
the country, showed a substantial improve-
ment in October as compared with the previous
month. The change is, however, less notice-
able in the southern sections of the country,
and district No. 8 (St. Louis) reports that ‘‘in
the southern sections the activity in retail
trade which accompanied the rise in raw
cotton prices has subsided in a noticeable
degree.”” When compared with the October,
1920, figures, sales for the country as a whole
showed a decrease of 6.7 per cent. In dis-
tricts No. 1 (Boston) and No. 2 (New York) in-
creases amounting respectively to 4.4 per cent
and 2.8 per cent were, however, shown, but
these were more than offset by decreases of
3.2 per cent in district No. 3 (Philadelphia),

15.2 per cent in district No. 4 (Cleveland),
5.6 per cent in district No. 5 (Richmond),
15.1 per cent in district No. 6 (Atlanta), 9.9
per cent in district No. 7 (Chicago), 8.7 per
cent in district No. & (St. Louis), 12.8 per
cent in district No. 9 (Minneapolis), 7.4 per
cent in district No. 10 (Kansas City), 16.7 per
cent in district No. 11 (Dallas), and 6.3 per
cent in district No. 12 (San Francisco). All
districts report that demand continues to be
confined to actual necessities. Accordingly,
ready-to-wear clothing, cotton fabrics, and
trimmings are in most active demand, while
the movement of heavy knit goods has been
unexpectedly slow, due to the continued warm
weather. Although stocks on hand are lower
than a year ago, they show a slight increase
over stocks at the close of September. The
amount of outstanding orders is, however,
slightly lower than a month ago, while the
same is true of the rate of stock turnover.

PRICES.

Prices in the United States were slightly
lower in October than in September. The
index of the Federal Reserve Board, con-
structed primarily for international compari-
sons, showed a drop of 2 points, from 143 to
141 (with prices in 1913 considered as 100),
while the index of the Bureau of Labor
Statistics showed a similar change, from 152 to
150. There were appreciable decreases in the
prices of leading a%ricultural commodities with
the exception of sheep, cattle, dairy products,
and wool. Lumber prices were only very
slightly lower, and minerals and metals higher.

During the first three weeks of November
prices of many leading commodities continued
to decline, although the nonferrous metals,
corn, oats, wool, and some grades of cattle
hides showed small increases. It seems prob-
able, however, that an average of prices
during this period would show a reduction
from the October level. In the cereal group,
wheat averaged lower than in October, but
was slightly higher in the third week of
November than in the first; corn and oats
showed slight gains over the October average.
Cotton has reacted downward from the Sep-
tember and October levels, but is still approxi-
mately 5 cents higher than in August, the
average of upland middling at New Orleans
being 174 cents a pound in the first three weeks
of November as compared with 12} cents in
August. Sheep and hogs also declined heavily
during the early weeks of November, but steers
have been quoted slightly higher thanin October.

Cotton yarns ang cloth have followed the
trend of the raw material and were [quoted in
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many cases at about the same point as during
September. In spite of the relative strength
of raw wool prices, yarns have not advanced
during November.

An average of the prices of several types of
steel products works out somewhat lower for
the third week in November than for October.
Steel billets have also been reduced. The
nonferrous metals, on the other hand, in-
cluding copper, tin, and zine, have been rising
in price for the past several months. Bitumi-
nous coal is practically unchanged from the
September ang October quotations.

Retail price statistics are not yet available
for November. During October, however, the
retail food index of the Bureau of Labor
Statistics showed practically no change (0.3
per cent decrease) from the September average.

SHIPPING.

The ocean freight market displayed dis-
tinctly firmer tendencies in November, the
demand from charterers for steamers in the
West Indian and Mediterranean trades being
particularly active. At the same time, the
rates on a number of commodities, including
grain and cotton, were reduced durin% the
month to bring them into line with lower
quotations on other goods which had previ-
ously been announced. American ships have
been carrying in recent months a smaller pro-
portion of our foreign trade—whether this is
measured in terms of value or weight—than
was the case a year ago. According to the
records of the United States Shipping Board,
in September, 1920, American vessels carried
41 per cent of this country’s sea-borne exports
and 59 per cent of our sea-borne imports, by
weight. In September of the present year
our ships carried but 33 per cent of our sea-
borne exports and 40 per cent of our sea-
borne imports, foreign ships carrying the re-
mainder. In these figures cargoes of oil in
bulk are not included. Much the same story
is told by the value statistics of the Depart-
ment of Commerce, according to which Ameri-
can ships are credited with carrying 38.6 per
cent of our water-borne exports and 31.6 per
cent of our water-borne imports in September,
1921, compared with 41.7 per cent and 42.7 per
cent, respectively, a year ago.

FOREIGN TRADE.

Small increases in the value of both exports
and imports are recorded for October as com-

pared with September. The increased value of
exports is more than accounted for by an ex-
pansion of cotton shipments from 522,000 bales
1 September to 875,000 bales in October, the
value of cotton exports rising by almost
$50,000,000 in the latter month, while exports
of all commodities rose only $20,000,000, to a
total of $346,000,000. Total imports in Octo-
ber were valued at $183,000,000, an increase of
$4,000,000 over the month preceding. Both
imports and exports, however, show very de-
cided declines in value as compared with a year
ago. This is due in no small measure to the
lowered prices of practically every commodity
entering into our foreign trade, although con-
tractions in the actual quantities of merchan-
dise shipped have also had their effect.

As zn indication of the volume of our foreign
trade in recent months compared with the same
months a year ago, reference may be made to
the statistics now coimnpiled by the United
States Shipping Board ou the actual weight in
long tons of our water-borne cominerce. Ac-
cording to these figures, in the three months
ending September, 1920, total water-borne im-
ports to the United States amounted to
8,996,363 tons, while in the same three months
of the present year they were 5,424,808 tons, a
decline in weight of 39 per cent. 'The weight of
water-borne exports declined in the same
months from 16,778,124 tons to 13,513,269
tons, a reduction of about 20 per cent. If ship-
ments of oil in bulk and Great Lakes cargoes
are omitted from the comparison, the remaining
sea-borne cargoes show a far greater contrac-
tion in the last few months than do the forego-
ing totals. The figures for imports then be-
come 5,081,095 tons in the third quarter of
1920 and 2,346,998 tons in the same quarter of
1921, a decline of 54 per cent. Sea-borne ex-
ports, excluding oil in bulk, are sgiven as
158,530,787 tons in the third quarter of 1920,
compared with 8152327 tons in the same
period this year, the decline in the weight of
these exports being therefore 47 per cent.
Similar figures for prewar months are not avail-
able. A compilation of the weights of the prin-
cipal commodities imported and exported in
1913 seems, nevertheless, to justify the con-
clusion that exports in recent months have
been substantially greater than in the same
months of 1913, while imports have been close
to the prewar level. If oil is disregarded, how-
ever, the present volume of all other imports is
materially less than in corresponding prewar
months.
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FOREIGN EXCHANGE OPERATIONS,
1918-1919.

I. Barances oN OrPEN ACCOUNT.

A chapter in war-time finance, which hitherto
has been left unwritten, is that relating to
transactions in foreign exchange during the
period of governmental control.  The Federal
Reserve Board has felt that much of the sta-
tistical data on this subject, which was regu-
larly reported to it and kept on file during the
war for confidential use in the regulation of
exchange operations, has permanent value from
an historical point of view, and more particu-
larly because of the light it throws upon certain
aspects of the balance-of-trade situation.! The
Division of Analysis and Research has there-
fore prepared a résumé of such reports of the
Division of Foreign Exchange as seemed of
general interest at this time. This is the first
of three articles giving the facts contained in
those reports.

WAR-TIME CONTROL OF EXCHANGE.

The espionage act, approved June 15, 1917,
among its provisions prohibited the export of
coin, bullion, etc., except under regulations to
be issued by the President. By Executive
order of September 7, 1917, the President
directed that such regulations should be ad-
ministered by the Secretary of the Treasury.
The trading-with-the-enemy act, approved Oc-
tober 6, 1917, extended the Government’s ex-
ecutive control so as to include the regulation
of transactions in foreign exchange and the
transfer of credit in any other form for the
account of foreign persons. By the President’s
Executive order of October 12, 1917, such regu-
latory authority was vested in the Secretary
of the Tréasury, who was furthermore given
the power to demand from any dealer in foreign
exchange complete information relating to all
transactions, including the production of books
of account and other documents. An Execu-
tive order dated November 23, 1917, contained
the administrative procedure for carrying out
the order of October 12, and designated the
Federal Reserve Board as the agency of the
Secretary of the Treasury to administer it.

The Federal Reserve Board was vested with
additional administrative authority in the Ex-
ecutive order of January 26, 1918, in which
were prescribed the detailed orders and regu-
lations to govern all foreign exchange dealings,
the exportation of bullion, and international
transfers of credit in any form. Dealers in

1 For a further discussion of the international balance of the United
States and its relation to foreign trade financing, See FEDERAL RESERVE
BULLETIN, November, 1921, pp. 1261-1269.

foreign exchange were divided into three classes
according to the character of their dealings, all
dealers being required to file applications for
registration certificates on or before January
31, 1918 (time extended to Feb. 5). The regu-
lations prohibited any dealer from engaging in
foreign exchange transactions without a regis-
tration certificate after February 10, 1918 (tume
extended to Feb. 15).  Reports from all dealers
were required weekly-—or monthly, in some
cases—-by the Division of Foreign Exchange
of the Federal Reserve Board, covering dealings
throughout the week or month preceding the
date of each report. In order to keep more
closely in touch with foreign exchange dealers,
the Division of Foreign kixchange opened an
office in New York City, the market in which

about 97 per cent of foreign exchange business

in this country was being transacted.

The purpose of thus regulating exchange
transactions was, of course, to make sure that
there should be no transfer of funds that would
directly or indirectly benefit the enemy. At
the same time every effort was made not to
interferc with the legitimate business of Ameri-
can banks and business houses. The work of
the Division of Foreign Exchange, it may be
noted, was altogether distinct from operations
of the Treasury designed to stabilize the rates
of dollar exchange. The period of active con-
trol really commenced February 20, 1918, and
was terminated June 25, 1919. The President,
by proclamation of June 26, 1919, abrogated
the Iixecutive order of January 26, 1918, with
certain exceptions, thereby terminating gov-
ernmental control of foreign exchange and of
the exportation and importation of coin, bul-
lion, currency, etc.

SCOPE OF THE REPORTS.

The statistical data collected by the Division
of Foreign Exchange cover the following points:

(1) Total net balances between United States
and foreign countries.

(2) Purchases of exchange.

(3) Sales of exchange.

(4) Debits and credits to dollar account.

(5) Arbitrage transactions.

(6) Foreign exchange transactions in securi-
ties.

(7) Securities held abroad for American ac-

count.
held abroad for

(8) Securities
account.

(9) Securities held in United States for for-
eign account.

Some of these call for more detailed consider-
ation than others, but the principal findings, at
least, on each subject will be summarized. The

foreign
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present article is concerned with the subject of
net balances.

The Division of Foreign Exchange compiled
each week, from the reports received, the total
net balances of each foreign country as they
stood on the books of American banks and
business houses engaging in foreign exchange
transactions. All institutions which either
held balances in the United States for banks or
individuals abroad or which maintained bal-
ances in foreign countries were required to
report the amounts of such balances on Feb-
ruary 20, 1918, the beginning of governmental
control over exchange operations, and regularly
thereafter to record all purchases and sales of
exchange. In this way the additions to and
deductions from each reporting institution’s
balance with or for each country could readily
be ascertained. By consolidating these indi-
vidual reports the total balance of the United
States with or for each country was drawn up
weekly. These reports were designed to
approximate as nearly as possible the true
unfunded balance each week, including all
items which could be obtained from bank
transactions. Thus the figures take account
of the great bulk of international payments dur-
ing the period in question. A few items, such
as currency carried abroad by travelers and
soldiers, have not been included in the reports.
These items, however, do not affect the essen-
tial validity of the figures.

In preparing these balances for publication
the last week i each month has been chosen
throughout the period of control. The ever-
changing situation is thus thought to be ade-
quately pictured, space preventing the publi-
cation of the balance in complete detail for each
of the entire 70 weeks. To show the condition
of affairs immediately after the armistice the
net balance on November 13, 1918, has also
been included. This material is shown by
countries in Tables I and 11 at the end of this
article. In addition, the total balance with
the world and with several of the more im-
portant countries is presented for each week in
Table III. Net balances owed by the United
States to foreign (Governments are shown
separately in Table IV and are included also in
Tables I to III as part of the total balances.

BALANCE WITH WORLD AT LARGE.

There is so much of value and interest in
these figures that it seems worth while to exam-
ine them in detail. Consider first the total net
balances between the United States and the
world at large. Beginning with a balance of
$773,882,376 owed by the United States on
February 27, 1918, the figures rose steadily

until a maximum of $1,065,598,994 was reached
on August 21, 1918, Thereafter the sum
declined consistently, aside from upward move-
ments in November, 1918, and March, 1919, to
their lowest point of $643,047,223 at the ter-
mination of control on June 25, 1919. The
amount of the net balance owed by the United
States to the rest of the world on the date near-
est to the armistice was $927,446,517 on No-
vember 13, 1918. At the close of 1918 the
total had been somewhat reduced to the figure
of $882,135,870. While it is not the purpose of
this article to attempt an explanation for all of
the movements shown in the tables here pre-
sented, a number of things stand out very
clearly. The chief reason for the large sums
owed by the United States to foreign countries as
unfunded balances was due to the fact that the
United States Government had extended large
credits to Europe, most of which were availed
of through credits on the books of American
banks. It is these credits which either directly
or indirectly have given rise to by far the
largest share of the balances just described.
It will be noticed that these balances attained
their highest figure a little before the armistice.
The reduction in the size of the outstanding
balance, which took place beginning with Sep-
tember, 1918, is undoubtedly to a considerabll)e
extent to be accounted for by payments of for-
eign countries for the seasonal shipments of agri-
cultural products, which naturally assumed large
proportions at that time of the year. The rea-
son for the continuance of this decline after the
armistice seems clear. Advances by the United
States Government, while not ceasing immedi-
ately, were nevertheless granted in decreasing
amounts, while at the same time the various
Governments continued to draw upon their
dollar balances in this country for the settle-
ment of war-time indebtedness.

DISTRIBUTION OF BALANCES BY GEOGRAPHICAL
GROUPS.

When the total balance is analyzed into its
component parts, it is seen, just as would
naturally be expected, that our transactions
with the European allies constituted the deter-
mining factor 1n the changes in the total of the
world balance; that is, the peak was reached
about the same time and the declines were
very much in the same proportion as for the
total. As a matter of fact, the net balances
in favor of the European allies over practically
the entire period under consideration formed
one-half or more of the balances due to the
world. Slight differences which may be noted
between the movement in this balance and
the total world balance are that, for the Furo-
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pean allies, the maximum was reached in
July, 1918, and following the armistice the
decline in the balances owed by the United
States to the Kuropean allies was somewhat
greater than the reduction in the total owed
to the world. The balance in favor of the
European allies ranged from a minimum of
agproximately $300,000,000 to a maximum of
about $600,000,000 during the period.

The balance owed to European neutrals
shows a very different movement from our
balance with the European allies. In the case
of the neutrals’ balance, the fluctuations were
of comparatively minor importance, and al-
though the balance grew slightly until April,
1919, there is nothing striking in the changes.
This situation seems natural in view of the fact
that the United States granted no loans to the
European neutrals, with the result that such
balances as were built up by them at this
time seem to have been the result of foreign
trade operations with the addition of credits
transferred from the Kuropean allies in the
settlement of their debts with the neutral
countries. The size of this balance is next
below that of the European allies and at the
end of the period was almost as large, since
the allies’ galance had been reduced very
materially while the balances of the neutrals
had been well maintained. At one point, in
February, 1919, the net balances on the books
of American banks in favor of the neutrals
actually exceeded that due to the Furopean
allies. In the case of the Central Powers, the
records of American banks show that there
was & small balance due to the United States
throughout the period.

If now Europe is regarded as a unit, it is
seen that immediately after the armistice
European countries had net dollar balances
with  this country aggregating about
$807,000,000, which had been reduced to
$733,000,000 at the close of 1918 and to
$550,000,000 by the end of June, 1919. The
balances with the rest of the world are much
smaller, though the proportionate changes in
them have been just as great if not greater
than those already mentioned. In particular,
Asia shows a large increase in the two or three
months preceding the armistice on account of
balances built up in this country by Japan.
The balance due to Asia fell off with extreme
rapidity toward the end of the period of ex-
change control, and on June 25, 1919, there
was a balance of $3,235,467 owed to the United
States. The North American balance shows
some wide fluctuations, but the total out-
standing at any one time did not exceed
$100,000,000, and in the summer and fall of
1918 was especially low. OQur balance with

South America discloses some unusual flue-
tuations. Beginning with only $2,499,153 at
the outset of the period, it rose rapidly to
nearly $50,000,000 in May, 1918, and then
fluctuated back and forth, ending the period
at $15,830,812. Our balance with Africa and
Australasia was comparatively unimportant,
and throughout practically the whole time
ghere was a small balance due to the United
tates.

BALANCES WITH EUROPEAN COUNTRIES.

Taking up now the principal countries in
each group, France’s financial position among
the European allies appears, according to the
figures, as perhaps the most unusual. At the
beginning of the period of exchange control
the net balance owed by the United States to
France was the largest owed to any country in
the world, a situation which obtained con-
sistently until after the armistice. An im-
portant factor in bringing about this situation
was the arrangement of the United States Gov-
ernment whereby dollar credits were opened in
this country in favor of France in return for
French francs to be used in paying the expenses
of the American Army abroad. Loans to
France direct as well as credits granted to Great
Britain and later transferred to France have,
of course, played a large part in creating such
a balance on open account. The fall in France’s
balance immediately after the armistice was
very sudden, when she used up the greater part
of her former balances in the course of two
or three months, ending the period with a
balance less than one-third that which she had
during the summer of 1918. This is explained
by the fact that France was cleaning up war-
time indebtedness with the credits which the
United States had granted during the war,
while she was in no position to replace such
balances through her export trade. In actual
size, the French balance started at $141,679,586,
reached a maximum of $250,400,877 on June 5,
1918, and closed the period at $68,852,622.

Great Britain’s balance, which during much
of the period was less than that of France,
shows some decided differences from the move-
ments of the French balance. For one thing,
Great Britain had no need to build up an
unusually large balance with American banks,
inasmuch as her facilities and resources for
meeting obligations as they matured were more
adequate than those of France. This, no
doubt, is the explanation of the much lower
balance kept in the United States by Great
Britain, although at the same time, by reason
of the magnitude of the settlements which were
constantly being made, the balance on open
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