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The Financial Situation.

There have been no outstanding developments dur-
ing the week affecting the securities markets. The
speculation on the Stock Exchange has gone merrily
on, though with rather a sharp reaction at the close
yesterday, and many new high records for the year
have been established in the railroad list and a few
in the industrial list. Unquestionably the railroads
are on a sounder and more prosperous basis than
for years past, and there is in that warrant for a
higher level of values, but there are unhealthy fea-
tures connected with the movement and it is being
fed and fostered out of the boundless facilities fur-
nished by the Federal Reserve banks. Brokers’
loans are again rapidly mounting up. They under-
went substantial contraction after the March break
in prices and yet never got back to proper normal
limits. Outside banks and bankers have been with-
drawing some of their funds, but the city institu-
tions have more than made good the loss. Accord-
ing to the figures furnished by the Federal Reserve
Board, loans to brokers and dealers (secured by
stocks and bonds) made by the 59 member banks in
New York City stood at $2,565,177,000 June 30,
-against $2,532,898,000 June 23 and $2,408,695,000
May 19, while the Stock Exchange figures, which
are on a somewhat different basis, show a total for
June 30 of $2,926,298,345, against $2,767,400,514 for
May 31.

Investment bond issues continue to be absorbed in
large quantities at practically a stable price level.
Money remains easy, the stiffening over the first
of the month having been little more than percep-

tible. Car loadings reported for the week ended
June 26 stood at 1,062,252, or a decided gain over
the previous week and the corresponding week a
year ago. Loadings for the first six months of 1926
broke all records, exceeding loadings in the corre-
sponding periods of 1925, 1924 and 1923, respec-
tively, by 2.9, 8.0 and 4.3%.

The Dow-Jones average of 20 industrial stocks
reached 155.66 on Thursday, the 8th, comparing
with a low of 135.20 on March 30, and a high of
162.31 on Feb. 11 of this year. We have frequently
called attention to the futility of basing stock
market prognostications upon the exact moye-
ment of any average or index figure, or of assum-
ing that the movement of any individual stock
will follow that of an average. Each security must
be selected for its individual worth. It is also true
that it is not of any particular value to compare the
position of any of these averages with its previous
position some time before, as in a long interval
there are frequently changes in the make-up of the
stocks and invariably changes in the status of in-
dividual stocks. A study of this industrial average
is, however, of use in indicating the changes in gen-
eral tendencies affecting all securities.

Purchases of securities now at above their real
values, or extensive purchases of securities in thinly
margined accounts will result now in just what
happened in March. It is to be hoped, therefore,
that there will be no such manipulation and skying
of prices by pools as occurred in the early part of
the year. Investment buying on keen analysis of
values brings about normal movements in prices.
The movement engineered by purely speculative
buying, or by the market tactics of pools, are fre-
quently wholly illogical and if so, are certain to be
followed by reactions.

Our security markets are not at present sensitive
to European news. During the past twelve years
Furope has been subject to every kind of terrible
experience, but in connection with most of them the
business reactions in this country have been com-
paratively slight and many of them have been fa-
vorable, whether originating from trouble or prog-
ress in Burope. It is true, of course, that during
the first weeks of the European conflict, before the
British fleet had gained command of the seas, the
sudden shutting down of international traffic
played havoc with our markets, and also the even-
tual drawing of the United States into the war was
a matter of tremendous business consequence, On
the other hand, neither of these events is in the
slightest degree feared at present, so that European
news goes largely unnoticed except by the most far-
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seeing. It is, however, very gratifying that the pres-
ent French Administration is apparently making
progress towards a reform of the fiscal situation.
The securities markets are, of course, deeply con-
cerned with progress in Europe, as was evidenced
by the announcement made on Wednesday by the
Department of Commerce that more than $4,000,-
000,000 of foreign bonds had been publicly offered
to investors in the United States since Jan. 1 1921.

On the same day a most interesting foreign issue
was offered by a syndicate headed by J. P. Morgan
& Co. This consisted of $10,000,000 Fiat 20-year Ts,
1946, offered at 93, yielding 7.69%. The Fiat Com-
pany is the largest industrial concern in Italy and
one of the largest manufacturers of automobiles in
Europe, the production being estimated at 60,000
cars for the current year, and engaging the services
of 17,500 men. The company also manufactures
many other products, including forgings, castings,
tractors, Diesel engines and railway rolling stock,
employing altogether 32,000 persons. The present
issue of $10,000,000 bonds constitutes the company’s
only funded debt; total net assets, including $21,-
630,560 working capital, are given a valuation of
$92,872,580, or about nine times the amount of the
bonds. Earnings during the past years have aver-
aged the equivalent of approximately $3,800,000,
and during 1925 the equivalent of $8,600,000. The
bonds are given an attractive speculative feature in
that to each $1,000 bond is attached a detachable
warrant entitling the holder to purchase 40 shares
of stock at $25 each. These warrants are interest-
ing, inasmuch as the earnings in 1925 amounted to
about $4 per share. The current rate of dividend
is equivalent to something over $1 and the stock is
now selling at the equivalent of about $19. In view
of the rapid industrial development now going on
in Italy, particularly the automobile business of
this corporation, the prospect of enhancement in
the value of this stock has an attractive element in
it. The bonds were offered on subscription and
were immediately taken.

Reference was made in our issue of last week to
the insolvency returns of the United States for the
first half of the current year. There was little va-
riation as to the number of mercantile defaults for
this year to date, as contrasted with 1925, but the
indebtedness involved this year was considerably
less than for any corresponding period back to 1920.
These returns, compiled from the records of R. G.
Dun & Co., are separated by quarters, and for the
second quarter of 1926 are now published by geo-
graphical sections. There is some improvement for
the second quarter of this year as contrasted with
the first three months of 1926. In two of the three
months of the second quarter of this year mercantile
failures in the United States were fewer in number
than during the corresponding mouths of 1925, these
two months being May and June. On the other hand,
the reverse was the case as to the returns for the
first quarter of 1926. Furthermore, quite a de-
cline appears in the amount of liabilities reported
for May and June this year, the figures for June
being less than for any month back to September
1923.

There were 5,395 commercial defaults in the
United States during the second quarter of 1926,
with liabilities of $101,438,162, against 5,451 fail-
ures a year ago for $110,916,670. This year’s de-

faults include 1,366 manufacturing failures for $42,-
982,510 3,754 trading concerns for $50,328,658, and
275 insolvencies among agents and brokers, with
$8,126,994 of liabilities. There is a decrease this
year as to the number of trading defaults in com-
parison with the second quarter of 1925, while manu-
facturing defaults and those among agents and
brokers show an increase over a year ago. The in-
debtedness shown for all three classes during the
second quarter of this year is less than it was a year
ago.

Four sections of the country out of the eight into
which the United States is divided show a larger
number of mercantile defaults during the second
quarter of this year than in the same period of 1925,
notwithstanding that there is a decrease in the total
for this year covering the United States as a whole.
Both the number of failures and the liabilities re-
ported are larger this year than last for New Eng-
land and for the Western and Pacific Coast States.
There is also an increase in the number of defaults
this year for the Central Southern States, notably
for Alabama, Mississippi, Arkansas and Texas. The
increase in the New England States applies to all of
them excepting Rhode Island, in which State there
is a decrease. Some large manufacturing defaults
in Massachusetts and Connecticut added to the num-
ber and indebtedness shown for those two States.
As to the Western States, the increases are mainly
in Towa, Nebraska and Colorado, while California
and Oregon contribute the entire addition in the
case of the three Pacific Coast States.

The other four sections of the United States all
reported fewer commercial failures in the second
quarter of this year than was shown a year ago, and
as to the indebtedness, the liabilities are also less
this year. There is a marked decline both in number
and liabilities at New York this year compared with
a year ago, the falling off this year including both
manufacturing and trading defaults. New Jersey
and Pennsylvania also show fewer failures this year,
although some large manufacturing defaults in both
of these States have added to the indebtedness. The
Central States show a reduction both in number
and liabilities this vear, although Illinois and Michi-
gan are the only States in that section reporting a
decline in number this year. The other three States,
Ohio, Indiana and Wisconsin, each report small ad-
ditions. The South Atlantic States also show a de-
cline both in number and indebtedness, chiefly the
States of Georgia, South Carolina and Maryland.
There were fewer failures in Virginia during the
second quarter of this year than a year ago, but a
small increase appears in the liabilities reported by
that State this year. In Florida the indebtedness
was much heavier in the second quarter of 1926
than it was a year ago, but there was no change as
to the number of defaults. A considerable increase
appears in the report of failures for West Virginia
this year, both as to the number and indebtedness,
and some increase is also reported for North Caro-
lina. Georgia makes by far the best showing as to
insolvencies for the second quarter of this year of
any of the Southern States.

Reference has been made to the improvement that
appears in the insolvency return for June of this
year. There were in all 1,708 commercial failures
reported last month, with liabilities of $29,407525.
Both in number and indebtedness these figures are
smaller than a year ago. Manufacturing defaults
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numbered 435 in June, with liabilities of $10,091,-
603, as against 431 for $16,159,040 in June last year;
trading defaults last month were 1,160 in number
for $15,525,130, the corresponding figures for June
1925 having been 1,229 for $17,213,189 of indebted-
ness, while there were 117 failures of agents and
brokers in June this year owing $3,790,790, in com-
parison with 85 a year ago for $3,329,267 of liabili-
ties. The improvement this year is very largely in
the class embracing trading concerns, although there
is a reduction of 37.5% in the liabilities reported for
manufacturing defaults in June this year, as com-
pared with a year ago.

The improvement shown in the trading class af-
fects mainly the divisions embracing grocers, the
clothing section, dry goods and the shoe and leather
lines, there being fewer failures reported for those
important departments for June this year than last
year. There is also some reduction in the amount of
liabilities reported for failures in the divisions above
mentioned. On the other hand, there was some in-
crease last month over a year ago in the number of
defaults reported among general stores, furniture
dealers, traders in hardware, in drugs and in jew-
elry. The number, however, as to each of the latter
was not large. The increase in the manufacturing
lines last month over a year ago, was among cloth-
ing manufacturers, printing and engraving and
bakers. In lumber manufacturing the number of
defaults last month was less than a year ago, like-
wise as to manufacturers of machinery and tools,
there being a marked reduction in the indebtedness
reported as to the last-mentioned division for June
this year as compared with a year ago. As to the
large failures last month, there were 43 defaults for
which the liabilities in each instance amounted to
$100,000 or more, the total indebtedness for all be-
ing $11,599,170; for June 1925 the corresponding
figures were 44 and $16,979,732, respectively. The
decrease this year for these larger defaults amounts
to $5,380,562.

Banking failures in the second quarter of 1926
continued mainly in a few of the Western States and
in the South, as they did in the first three months
of this year and have for several years past. The
number of banking defaults shows little variation,
and those that have occurred are in the smaller
cities or towns with limited resources, and in the
main are State institutions. During the second
quarter of 1926 115 banking failures were reported,
according to the records of R. G. Dun & Co., with lia-
bilities of $30,309,000, these figures comparing with
94, for $25,893,778 of indebtedness, for the first
three months of this year, and with 111 for $42,859,-
470 for the second quarter of 1925. Tn the six States
embracing Minnesota, Towa, Missouri, the Dakotas
and Kansas there were 81 banking failures during
the second quarter of this year with liabilities of
$18,124,000, the number being 70% of all such de-
faults in the United States during that period, and
the indebtedness reported nearly 60% of the total
of all. Nineteen bank failures for the second quar-
ter of this year occurred in the South, with a total
of liabilities of $9,165,000; 6 for $1,700,000 in the
four Central States including Ohio, Indiana, TIlli-
nois and Wisconsin, 8 for $1,220,000 in the far West-
ern States, which includes Colorado and Montana,
and a small bank in the Pacific Coast States. There
have been no banking defaults in the East this year
to date. Tor the second quarter of 1926 those in the
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South include four banks each in Florida and Texas
and three banks each in North Carolina, Kentucky
and Oklahoma.

Efforts on the part of the French Cabinet to stabil-
ize the franc have continued with increased vigor,
at least so far as Joseph Caillaux, Finance Minister,
is concerned. Seemingly about the same degree of
political opposition has been encountered in Par-
liament this week as has been noted since the move-
ment began. The first decisive step of a public char-
acter to be taken by M. Caillaux this week was a
presentation of the extremely critical position of
the franec to the Chamber of Deputies on Tuesday
and the Cabinet’s plan for at least relieving it. This
followed the publication of the report of the experts’
committee with respect to ways of stabilizing the
financial situation. It was taken as the basis for
the Cabinet plan of relief. KEvidently the Finance
Minister was determined to take the stabilizing of
the frane into his own hands. According to an Asso-
ciated Press dispatch from Paris Tuesday evening,
“Pinance Minister Caillaux to-day demanded of the
Chamber of Deputies full powers for the Govern-
ment to issue decrees to solve the financial situation.
The Deputies were told they would have to renounce,
for the time being, discussions of measures for ren-
ovating the country’s finances, and turn the task
over to the Ministry.” The correspondent also ca-
bled that “Caillaux categorically declared the Gov-
ernment must be authorized to proceed by decree to
effect economies, apply restrictions in consumption
and arrange the details of a scheme for stabilizing
the franc. This must be done secretly, he asserted,
in order to succeed. The whole Government’s finan-
cial program, as outlined by the Minister, is founded
on stabilization of the frane, with the settlement of
the nation’s debts a prerequisite.”

As to the general financial situation, “the Fi-
nance Minister said only 500,000,000 franes were left
to the State from advances authorized by the Bank
of France. The legal limit of circulation would not
be surpassed as of June, he added. Further infla-
tion is inevitable, Finance Minister Caillaux told
the Chamber, unless the financial situation is al-
tered. To this end, he declared, stabilization of the
franc was absolutely necessary. He asserted this
would mean the necessity of obtaining credits abroad
and to obtain these credits France must settle her
foreign debts.”

With respect to the probability of the Cabinet
meeting with success in the Chamber of Deputies,
the Paris representative of the New York “Evening
Post” cabled the same evening (July 6) that “as the
session of the Chamber of Deputies opened senti-
ment among the most cynical showed signs of soften-
ing and there were many who believed the Govern-
ment would win a vote of confidence authorizing it
to carry out the financial rehabilitation of France
and to conclude the Mellon-Berenger agreement.
There has been increased evidence lately of the
strength of the Briand-Caillaux Cabinet and the
Chamber was expected to exhibit more of it to-day.
As a result of the financial expert committee’s re-
port, the political parties are less willing to take re-
sponsibility for refusing ratification of the debt
accord. TFailure to approve it, they now realize, will
mean the defeat of the Government and a conse-
quent sharpening of the financial crisis.”
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The Associated Press representative in the French
capital added still another note of hopefulness in a
dispatch, also on Tuesday evening. He said that
“before the presentation of Finance Minister Cail-
laux’s financial program it was conceded by former
opponents that it had a good chance of passage. One
critic of the Washington agreement, Albert Du
Barry, writing in ‘La Volonte,” admits that he would
prefer to repulse that ‘crushing treaty with hands,’
but ‘to-day France’s safety is a supreme law. It
demands real men, a program and a majority.” The
Government was hopeful of a majority for the finan-
cial program inclusive of plans for stabilizing the
franc and increasing revenue as outlined by the ex-
perts and of ratification of the Mellon-Berenger
agreement, and was not greatly concerned as to
whether the majority would prove large or small.”

Reverting to the report of the committee of ex-
perts, the Paris representative of the New York
“Times” cabled on the evening of July 3 that “it is
by sound old-fashioned means and by no palliatives
that the French experts’ committee of financiers,
bankers and. economists has recommended to the
French Government and Parliament the way by

delay will only serve to aggravate them. Insistence
is clear and emphatic that there must be an imme-
diate ratification of the Washington debt settlement
and a settlement with Britain. In a chapter on the
Treasury problem and the relief from the burden of
the floating debt, the experts declare against a forced
consolidation by a capital levy or a forced loan. As
M. Caillaux tried a year ago, they propose a volun-
tary consolidation loan with an exchange rate guar-
antee and an interest rate governed by the financial
market. For the redemption of the defense honds
they propose they should be taken out of Treasury
control and be met by a sinking fund, fed by regu-
lar resources provided by the total receipts of the
tobacco monopoly, the income from the Dawes annu-
ities and several specified revenues. An initial fund
of four billion franes should be created by means of
a foreign money loan, and further similar loans
should in part be devoted to this purpose. Guaran-
tees of the proper administration of the defense
bonds funds should be given so as to preserve public

. confidence. Another chapter, devoted to the prob-
.lem of stabilization, concludes that it should be

1
. e . 3 m 1 re-
which financial health must be sought. Their re

port, which will be published in full to-morrow, con-
tains no other than familiar remedies for curing the
financially sick State. There must be rigorous econ-
omy, strict equilibrium of expenditure and income,
1o more borrowing from the Bank of France, con-
solidation of the floating debt, freedom for capitfll,
exact fulfillment of the obligations of the State,.m-
cluding the settlement and payment of its foreign
debts, and, to aid all this, there must be established

There are three objectives which the experts have
set themselves: First, perfect ba]zmcing_ of the
budget; second, relief of the Treasury; third, sta-
bility of the national money.” :
He added that “to attain these three objectives
~ they make nine proposals, which may be summar-
ized as follows: (1) Improvement of the taxation
system so as to give a quicker and larger return and
to provide about four billions in new revenue; (2)
energetic compression of State expenditure; (3) ces-

France to the State to cover new expenditure. That
is to say, the prevention of any further inflation;
(4) a gradual reduction of the advances of the bank
to the State, so as to strengthen the bank note cover;
(5) relief of the Treasury and a return to its normal
functioning by the reorganization of a large part of
the floating debt and its administration by a sep-
arate sinking fund; (6) voluntary effort at the con-
solidation of the short-term national defense and
Treasury bonds; (7) the realization =s soon as pos-
sible, with the aid of the bank, of monetary stabil-
ity; (8) preparation for the return of capital, for
which purpose it will be necessary to contract long-
term loans in foreign values and to obtain credits
abroad; (9) drafting an economic policy which will
prevent in some measure inevitable difficulties
which will attend a return to sane money.”

Continuing to outline the report, the “Times” cor-
respondent said: “In a footnote the committee adds
that full warning must be given to the country that
a restoration of the national finances will be accom-
panied by difficulties and suffering, but that any

done by stages by the Bank of France. The first
thing to be done, according to the experts, is to con-
stitute a large fund of foreign moneys and francs,
This fund should be composed of the gold holdings
of the bank plus long and short-term credits from
foreign banks of emission and private and commer-
cial credits. When that has been done and the pe-
riod of temporary stabilization secured, measures
can be taken for complete stabilization. In this sec-
ond period the bank will maintain the exchange by
the purchase and sale of currencies at a fixed rate.

- The third step will be the legalization of the stabili-
foreign credits and the flotation of long-term loans.

!

zation thus achieved by laws which will fix a value
for the new monetary unit, readjust the advances
of the Bank to the State on the basis of the reval-
oried currency and transform into legal obligations
the charge assumed by the Bank for maintenance of
a fixed exchange rate.”

Commenting upon the plan, the Paris correspond-
ent of the New York “Times” said in a dispatch the
next day (July 4) that “the experts’ report, on

which Finance Minister Joseph Caillaux will base

, his program to save the frane, was made public this
sation of the system of advances from the Bank of

afternoon. Tt is a good report. It is full of wig-
dom and replete with logic. Tt is just such a report
as the same committee of bankers might have made
any time in the past three years. But the big issue
does not relate to the virtues of the experts’ report.
The important question is, What will Parliament do
about it? Owen D. Young said a few weeks a4go in
Paris that with $500,000,000 in gold (the Bank of
France has $700,000,000) and full powers any good
financier could solve the fiscal problems of the
French Government. It may be that M. Caillaux
could do so under the conditions specified by one of
the authors of the Dawes plan. But for him to get
those conditions he must have a favorable action by
the Chamber of Deputies, which is saturated by
demagogic politics.”

As for the Finance Minister’s chances of success,
the “Times” correspondent said: “As M. Caillaux
sees it, it is ‘after me, the deluge” Whether the
Deputies will agree and keep him on, to avoid open-
ing the flood gates, remains to be seen. It appears
to-day about an even guess in the minds of obseryers
in the French capital. For the ordinary Trench
politician to espouse the experts’ report is to con-
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front a degree of unpopularity from which only sig-
nal success could rescue him. M. Caillaux is no
ordinary French politician and cares little for pub-
lic opinion, but the same cannot be said for the
Chamber party leaders.”

The “Times” correspondent evidently had been in
London for the purpose of learning British senti-
ment with respect to the immediate financial situa-
tion in France. Under date of July 2 he sent a
wireless message to his newspaper in which he said
in part: “The British attitude toward the French
financial situation is mainly one of pessimism. In
other words, London expects the franc to fall still
lower than the new record set to-day of 182 francs to
the pound sterling. There exists on this side of the
Channel a double doubt about the Finance Minister,
Joseph Caillaux. In the first place there is doubt
that he has the answer to the French financial rid-
dle, and in the second place there is doubt that, if
his plan is a proper one, he can put it into force, in
view of the political opposition which has developed
in the Chamber of Deputies. In the latter doubt the
British see the main trouble in the Paris situation.
The Chamber is observed to be hopelessly divided in
everything it has tried to do and the feeling pre-
dominates here that the Deputies have not yet taken
a sufficiently serious view of the situation to lead
them to surrender any power they hold as members
of party groups in the French Parliament. Until
they do so, or until there is a new Chamber, London
thinks the country’s finances will be the victim of
too much domestic politics. As seen from here this
factor is even more important than appears on the
surface.”

Subsequent accounts of M. Caillaux’s presenta-
tion of the situation in the Chamber of Deputies in-
dicated that it was received with less opposition
than at first represented. For instance, the New
York “Times” correspondent said: “He was not
contradicted in either his general thesis or his sug-
gestions of what could and should be done. Eyen
his adversaries admit his plans are sound and in
accord with the strictest principles of finance. But
while the Left considers them not radical enough,
the Right is reserved in its judgment on the man
and his record. It would prefer that its own nomi-
nees, MM. Poincare, Tardieu or some other, should
apply the program which the experts laid down for
the Government. There will be danger during the
next three or four days of a combined vote of the
extremists wrecking their whole proposals. To-day,
however, passed smoothly. In a thin, high-pitched
voice and with gestures and modulations which did
not always accord with the gravity of his thesis, the
Finance Minister reviewed the whole situation in
Just such a speech as he has several times made to
the country, toned perhaps at times and in ways not
to arouse opposition.” :
- According to an Associated Press cable message
from the French capital the next day the Finance
Minister’s report and speech were quite well re-
ceived. The correspondent said that “even the bit-
terest of Finance Minister Caillaux’s critics to-day
paid homage to him for his brutal clearness in de-
picting France’s financial situation before the
Chamber of Deputies yesterday. France’s great mis-
take in the Washington debt agreement was her ac-
ceptance of ‘such astronomical figures’ without safe-
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guard and transfer clauses, Henry Franklin-Bouil-
lon, former Minister of Missions Abroad, told the
Chamber of Deputies to-day. His statement was
made in the course of a strongly worded protest
against the Government’s demand for ratification
of the agreement, which was negotiated by Ambas-
sador Berenger.”

From a later special Paris cablegram to the New
York “Times,” the same evening (July 7), an en-
tirely different opinion could not fail to be derived.
It was stated that “to the accompaniment of the
applause which at times compassed the whole semi-
circle of the Chamber, two Deputies, M. Franklin-
Bouillon, Chairman of the Foreign Affairs Commis-
sion, and Leon Blum, leader of the Socialists, spent
the entire afternoon attacking with oratory and
argument two pillars of the bridge on which Fi-
nance Minister Caillaux and the committee of ex-
perts have planned to build a road to financial safe-
ty. M. Franklin-Bouillon’s attack was directed at the
\i’ashington debt accord, which the experts demand
shall be ratified before anything else can be done.
M. Blum’s oratory was directed against the demand
of the Government that it receive special powers to
take the necessary steps, when and how it can, for
the stabilization of the franc without having to sub-
mit all its actions to Parliamentary control. To
judge by the applause which greeted these oratorical
efforts neither of the Government’s proposals, if
ever offered, seems to have any chance of passing.
At times it looked as if the Cabinet had no support
at all, so general was the approval of some of Frank-
lin-Bouillon’s criticisms and of Blum’s defying Par-
liament to abrogate its constitutional powers and
national security.”

The position of the French Cabinet and the gen-
eral financial situation were regarded as a little
more favorable as a result of certain developments
on Thursday. The Paris representative of the New
York “Herald Tribune” cabled on July 8 that, “al-
though the franc tumbled dizzily, the Chamber of
Deputies by adjourning early to-night, again post-
poned the climax of the great debate which must
terminate in an expression of Parliamentary ap-
proval or disapproval of the Briand-Caillaux Gov-
ernment, mainly on the vital issues of ratification of
the debt pacts, negotiations for foreign credits and
Joseph Caillaux’s demand for extraordinary pow-
ers. There is every indication that the Government
to-morrow will not insist on out-and-out ratification
of the American debt agreement, but will sugar-coat
that problem with an appeal for confidence, on the
assumption that ratification will follow later, after
the Government has negotiated supplementary
pledges from the United States relative to the guar-
anty and transfer features. It was hinted in Gov-
ernment circles that if the Chamber goes that far
the American bankers will be ready to make pos-
sible the credits with which Caillaux may proceed
in his stabilization program. The Government will
approach Washington in its plea for amelioration
of the debt accord with the British debt agreement
in one hand, giving in its text assurances on which
the majority of Frenchmen insist, but which are now
omitted from the Mellon-Berenger text. The Brit-
ish agreement had not yet been completed, although
the ‘Herald Tribune’ understands that Caillaux will
proceed to London, possibly this week, to affix his
signature with Winston Churchill’s to the document.
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The Government’s political stock took a decided
boom this afternoon when Caillaux, after great ap-
plause from a majority of Deputies, scathingly de-
stroyed the Socialists’ proposals for abrupt defla-
tion and a capital levy.”

The week began with no brighter prospects of an
early settlement of the British coal miners’ strike.
Cabling on July 2, the London correspondent of the
New York “Herald Tribune” declared that “hopes
for an early settlement of the British coal strike
raised by Prime Minister Baldwin’s statement in
the House of Commons last night faded to-day when
Winston Churchill, Chancellor of the Exchequer,
made it clear that the Government had not changed
its policy. Coincidentally, a call to the unions for
united resistance to the Government’s plans for
longer hours was broadcast by the Trades Union
Congress. The Chancellor’s interpretation of the
Prime Minister’s speech came after Mr. Baldwin,
earlier in the debate, had shaken his head in answer
to a question by Captain Wedgewood Benn as to
whether the Government was now prepared to ac-
cept the Samuel report if it was acceptable to the
Miners’ Federation. ‘The moment those who have
power to settle are willing to come forward and try
to arrive at the best solution the Government will
come forward and do its part. That is the meaning
and intention of the declaration by the Premier last
night,! Mr. Churchill said, replying to the debate
staged on the address in reply to the King’s message
intimating a continuance of the emergency regula-
tions. The address was carried by a vote of 244 to 82
after a Labor amendment virtually censuring the
Government for its policy in the strike v-as defeated
by a vote of 256 to 95.”

Commenting on both the Chancellor’s speech and
the statement of the Trades Union’s Council, the
London representative of the New York “Times”
said: “It was felt here to-night that Mr. Churcp-
ill’s speech made clearer than ever before certain
points about the Government’s attitude in the cqal
crisis. However, no signs of imminent reconcilia-
tion are to be seen.- Meanwhile the manifesto of the
Trades Union’s Council, if taken literally, would
seem to imply that the labor union leaders want the
coal miners to fight to the finish. The manifesto,
which wds signed by Arthur Pugh, the Chairman,
and Walter M. Citrine, Secretary of the Trades
Union Congress, declares that the most recent Gov-
ernment coal proposals belie Premier Baldwin’s ear-
lier statement that the Government is not fighting
to lower the standards of living of the miners or any
other class of workers.”

An editorial correspondent in London of the New
York “Times” cabled about the same time: “To be-
gin with the British coal stoppage. There has been
much letting off of steam during the past week. The
Labor extremists have shown both bad temper and
bad manners. A Scotch member went to the length
of expressing his irreverence for royalty as an insti-
tution in accents so redolent of the Clydeside that
only a few of his Parliamentary colleagues knew
what he was talking about. No harm was done, any-
how. Other labor members of Parliament provoked
Ramsay MacDonald to a repudiati?n (.)f n.lethods
which exposed the Parliamentary institutions to
public scorn, and the offenders appeared to. take. to
heart the lesson thus read to them by their cl}lef.
There is less bitterness, judging by conversations

which have gone on in the lobbies of the House of
Commons, at the end of the week than there was at
the beginning, and though there is no very visible
sign that the end of the deadlock is approaching,
several doves are being dispatched out of the ark
with the object of testing whether or not the flood
has reached its height and the waters are subsiding.”

A new turn in the British coal miners’ situation
developed in the House of Lords on July 6. It was
related in part as follows by the London representa-
tive of the New York “Times” in a dispatch on that
date: “Intervening dramatically during a peaceful
discussion of the Government’s bill to enable Brit-
ish coal miners to work eight hours a day, Viscount
Cecil announced in the House of Lords to-night that
the Government had reconsidered its intention to
accelerate the bill because it considered profoundly
unsatisfactory new terms posted by the coal owners
in one colliery district. The statement cause sur-
prise and some apprehension among coal-owning
peers. Lord Crawford asked with some agitation
for details, declaring that if the bill were withdrawn
all those who had posted or contemplated posting
notices would be left in a quandary. Lord Salisbury
replied that the Government was animated by a de-
termination to fulfill the Prime Minister’s pledge
that no injustice should be done the miners. The
terms posted in one district were so disappointing
that some time for explanation or alteration must
be given.” It was added that “the new difficulty
has strengthened the demand in many quarters that
all parties should return to the Coal Commission’s
report and ascertain whether negotiations are now
possible on the basis of a reduction of wages rather
than an increase of hours.”

The “Times” correspondent called special atten-
tion to still another development. He said that
“while this eleventh-hour development was taking
place in the coal stoppage situation the delegates to
the National Union of Railwaymen, continuing their
conference to-day, made a determined attack on
their leaders. J. H. Thomas, as representative of
the railwaymen on the general council of the Trades
Union Congress, which conducted the general strike,
and C. T. Cramp, for his negotiation of the railway-
men’s settlement following the strike, were vehe-
mently criticized by the extremist section. Mr.
Thomas spoke two hours in his own defense and
made an impression by producing documents indi-
cating that the delegates calling for his resignation
were being advised, not by the members of the union
they represented, but from Communist sources. An
amendment expressing lack of confidence in Thomas,
Cramp and other leaders was then moved, but was
defeated by an overwhelming majority.” Evidently
the conference decided that it had acted rashly and
unwisely with respect to newspaper men. Accord-
ing to the “Times” dispatch, “the conference also
decided that newspaper reporters, who left in a body
yesterday after it was decided to exclude represen-
tatives of all but the completely unionized news
agencies, should be invited to return without dis-
crimination.”

Further evidence of an apparent lack of harmony
in certain labor circles was furnished in the follow-
ing special London dispatch to the New York “Her-
ald Tribune” on July 6: “While the conference of
the National Union of Railway Men to-day contin-
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ued its acrimonious discussions at Weymouth, in-
dications of another broad split in the trade union
movement were furnished by the publication in the
paper edited by John Bromley, M. P., a member of
the Trades Union Congress, of a stinging attack on
A. J. Cook, the miners’ Secretary. Mr. Bromley
quotes from the Trades Union Congres ‘inquest’—an
unpublished report on the failure of the general
strike—to show that the leaders of the other unions
throughout the strike disapproved the miners’ atti-
tude and that the strike was terminated solely be-
cause the miners could not be made to alter their
position. Charging that the miners’ leaders must
have been aware, as other unionists were, that the
mining industry would have to be reorganized be-
fore it could pay and that periodical strikes had not
altered the situation, the article says ‘we suggest
that to continue with such leadership is puerile and
we say without hesitation that it is not leadership
merely to stand by while hundreds of thousands of
men and women starve on a slogan.’

The action of the Government in holding up the
eight-hour bill had the desired effect. On J uly 7,
the very next day, the London correspondent of the
New York “Times” cabled that “the Government’s
refusal to expedite passage of the bill permitting an
eight-hour day to be worked in the coal mines, as a
protest against the proposal of the Yorkshire coal
owners to take a larger share of the mine profits for
themselves and leave a smaller share for wages than
under the last agreement has had immediate effect.
It was announced in the House of Lords to-day that
the Yorkshire owners are willing to come into line
with other districts and devote 87 instead of 85% of

their surplus profits to wages. The third reading of
the bill will accordingly be taken on Friday.”

The proceedings in the House of Commons on
July ‘7 evidently were spirited. The New York
“Times” representative said that “the Commons
meanwhile waged a bitter battle over the Govern-
ment’s proposal to devote £3,000,000 to the importa-
tion of coal, this sum to constitute a capital which
will be used over and over again while the mine
stoppage lasts. The Labor back benches, headed by
Jack Jones, insinuated that Sir P, Cunliffe-Lister,
President of the Board of Trade, would not be un-
mindful of his own private interests in the coal busi-
ness. This elicited from the Minister a statement
that in view of his interests in coal he had offered
his resignation to the Prime Minister as soon as the
coal question loomed on the political horizon. He
had withdrawn it under pressure from many quar-
ters in Parliament, but had insisted on the full na-
ture of his interests being communicated to the Op-
position leaders. There was a good deal of disturb-

ance during the Minister’s remarks.”

°  The eight-hour bill became a law Thursday eve-
ning, July 8. The New York “Herald Tribune” cor-
respondent cabled that, “amid wild and disorderly
scenes such as are rarely witnessed even at St.
Stephen’s, the bill legalizing an eight-hour day in
the British coal mines—the Government’s measure
for ending the coal strike—was enacted into law
to-night. When the Lord Chancellor, Viscount
Cave, the Speaker, announced in the House of Lords,
with the peers seated on red plush benches and the
Commons humbly standing behind the bar, in ac-
cordance with the ritual of the British Parliament
since time immemorial, that King George had given
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his royal assent to the bill, a chorus of execrations
came from the excited and embittered miners’ mem-
bers of the House of Commons. ‘Shame!’ they cried
repeatedly, and George Hardie, an aged Scottish
miner, was heard shouting, ‘It is a murderer’s billV
Never within living memory, it is said, has the
stately ceremonial of the royal commission been sub-
Jected to such abuse and ridicule. But this inci-
dent was merely the most striking of many episodes
of disorder that occurred in both Houses of Parlia-
ment to-night, including a free fight in the corridor
of the House of Commons between Conservatives
and Labor members as the members were returning
to their own chamber from the House of Lords.”

Premier Mussolini of Italy and his close associates
are pushing and extending the program outlined in
the “Chronicle” last week for strengthening the
economic situation in Italy. The latest steps taken
were sketched in part as follows in an Associated
Press dispatch from Rome on July 6: “The Fascist
Government, in an effort to ward off internal polit-
ical strife, has decided to suspend indefinitely all
provincial, communal and municipal elections. In
well-informed circles it is believed that this decision
is a forerunner of considerable extension of the Po-
desta system, which already has been installed in
four-fifths of the nation’s communes. By this sys-
tem communal administrations have been abolished
and have been replaced by an individual public offi-
cial directly responsible to Rome. The object of the
suspension of elections is to concentrate every bit of
national energy for the struggle to improve Italy’s
economic situation. This drastic step will be taken,
it was learned semi-officially, because the Cabinet’s
recent economy campaign has not served to check
the polemics of local political leaders, who have been
clamoring for new elections. The Government’s
economy campaign has been received sympathetic-
ally by the great mass of Fascisti. The Cabinet is
desirous to check any possible action by local poli-
ticians which might retard nation-wide observance
of the retrenchments outlined in the recent decrees.
Another factor which, it is asserted, may have in-
fluenced the decision is the publication of trade sta-
tistics for the first five months of this year, which
show a further weakening of the international bal-
ance. Importations increased from 11,541,000,000
to 11,601,000,000 lire, while exports dropped from
6,806,000,000 to 6,634,000,000. The first food can-
teens provided for in the Cabinet’s decrees will be
opened next Saturday. These institutions, which
are intended to furnish food at cost price to Govern-
ment employees, will be installed at the Central
Post Office and the Ministries of Naval and Na-
tional Economy. Nine others, which will be opened
later, will sell spaghetti, food pastes, rice, coffee,
sugar, olive oil, soap and canned tomatoes.”

According to cable advices from Rome in the last
few days the proposed increase from an eight to a
nine-hour working day has been held up. The cor-
respondent of the New York “Evening Post” cabled
that “negotiations for an increase in the working
day throughout Italy to nine hours have been post-
poned, says the official “Tribuna,” which severely
criticizes the other semi-official organs, notably the
‘Corriere della Sera of Milan,’ for speculating on
the proposal. The latter had maintained that for
certain industries the extra hours would be without
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recompense, for others it would be compulsory but
with extra pay, and for a third it would be non-ap-
plicable. Fascist discipline demands that there be
no move and no argument until the matter has been
definitely settled by Premier Mussolini in collabora-

tion with the labor unions and employers’ federa-

tions. Employees in the public services are destined
to be weeded out systematically over a long term of
years until 500,000 civil servants have been dis-
missed, necessitating harder work for those remain-
ing. The economic battle is now envisaged in press
comment as the most difficult the nation has faced,
and it is doubtful if the new measures will be effi-
cacious for several years. There are obvious reasons
for that, such as Italy’s great poverty in raw mate-
rials.”

Announcement was made in a special wireless
message from Rome to the New York “Times” on
Thursday that “the Government has made two more
moves in the ‘economic battle, toward winning
which, according to repeated official utterances, all
efforts are now directed. The first is of a purely
moral character and consists in the padlock placed
by Premier Mussolini for one year on all decora-
tions, knighthoods, honors, etc., which are so dear
to the hearts of Italians. It is intended to call the
attention of all Italians to the necessity of living
in simpler fashion till the economic crisis is over and
working hard for the good of the nation without
hope of honorific rewards. The second is the inaug-
uration by Signor Mussolini this morning of the Na-
tional Institute of Exportation. This institute,
which is run under Government auspices by the
best business brains of Italy, is intended to co-ordi-
nate all the services which contribute to the in-
crease of the exportation of Italian goods. The dedi-
cation speech at the new institute was made by its
President, Dr. Alberto Pirelli, one of the negotiators
of the Italian debt settlement at Washington. He
laid great stress on the necessity for Italy not only
to produce more but to save more by the constant
exercise of the most rigid thrift.”

Some of the most recent reports relative to eco-
nomic conditions in Soviet Russia have been more
encouraging. In a special Moscow dispatch to the
New York “Times” under date of July 6 it was
stated that “progress is shown in the Soviet Union
budget published in ‘Economic Life’ to-day, cover-
ing the fiscal year from Oct. 1 1925 to Sept. 30 1926.
This is the second year in succession that the budget
has not only been balanced, but shows a surplus of
117,812,000 rubles. Last year’s surplus was 20,000,
000 rubles, but the total budget then was only 2,875,-
000,000 rubles, whereas this year it is 4,039,000,000.
Healthy signposts are the telegraphs and railroads,
State industries, which this year show an excess of
receipts over expenditures, which was not the case
hitherto. Despite that fact, the task of repairing
the losses of the Great War and the revolution are
still uncompleted and the expenditures in each case
have been largely increased. The peasant tax was
35% less than that of last year, and, although taxes
on industry and incomes were slightly increased,
direct taxation as a whole was reduced. from 646,-
000,000 rubles to 583,000,000 rubles. It is t.rue that
120,000,000 rubles from internal l.os.ms were included
4in this year’s receipts, but in addition to the su.rplus
above mentioned there are two items of expendxtu_re,
the reserve funds and the subvention fund, which
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amount to a total of 246,000,000 rubles. On the
other hand, though deprived of foreign financial
assistance, which helped to balance the budgets of
Germany and Italy, Russia is not burdened by a
foreign or an internal debt, except 200,000,000 ru-
bles raised in the last two years.”

Joseph Pilsudski, virtual if not actual dictator of
Poland, continues to meet with opposition and ap-
parently is making rather slow progress in carrying
out his plans. One of the latest developments in the
situation was reported as follows in a special cable
dispatch from Warsaw to the New York “Times” on
July 6: “The political fate of Poland was postponed
another two weeks to-night. While the Sejm was
disorganized over the bitter offensive launched last
night by the Socialist Deputy Cicero, Deputy Zas-
zynski afterward proposed that the administratorial
changes reputed to effect the constitutional reforma-
tion of the country be returned to the conference
committee. They will not be considered again until
July 15. A Socialist motion for their rejection was
voted down, but the strength of the Socialists was
such that adoption even of minor changes in the ad-
ministrative procedure had to go to the conference.
The fact that such a powerful orator as Zaszynski
could utter a scathing attack against Pilsudski and
his new Government without reprisals is taken here
to mean that the boasted dictatorship is crumbling
and that the Marshal delayed too long in putting
into effect his proposed reforms. As a result of the
Socialist orator’s offensive, it appears to-day that
the Government may slide back into practically the
same old rut that Parliamentarism will have scored
a tripmph over military rule,”

It Seems that Deputy Zaszynski elaborated his po-
sition in an interview with American correspond-
ents the next day. The New York “Times” represen-
tative said that “Poland’s distinctly bright outlook
created by the revolution is in a state of dangerous
confusion, according to the Socialist Deputy Zas-
zynski, who yesterday dramatically jumped to lead-
ership of the first opposition to Marshal Pilsudski’s
rule. Speaking to American correspondentis, he
demonstrated that the opposition is not hostile, but
is determined to force the new Government to enun-
ciate something definite instead of demanding re-
forms in general terms.”

According to an Associated Press dispatch from
Warsaw on July 8, “Marshal Pilsudski has taken a
renewed grip on the situation here in his determina-
tion to bring the country back to normal. The Mar-
shal is expected to assume the dual post of Minister
of War and Inspector-General of the Army, and,
with the object of aiding him in his work, the Cabi-
net has approved the proposal to place the Presiden-
tial Balace at Belvedere at Pilsudski’s disposal.
Premier Bartel has finally completed his Cabinet, .
set up after the recent coup d’etat. Professor An-
tony Sujkowski has been appointed Minister of Edu-
cation. He is a prominent geographer and was a
member of the Polish National Committee in Paris
in 1919. Many important changes in the higher
military posts have occurred during the past week.
The official gazette has announced 137 enforced re-
tirements and transfers. The Presidential guard,
which took an active part in the defense of former
President Wojciechowski, has been disbanded. All
soldiers have been transferred to a Warsaw regi-
ment, while the officers have been distributed to
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other regiments. There has been a rumor in War-
saw that a $50,000,000 loan from America has been
offered to the Polish Government. This, it is said
in well-informed circles, has emanated from the
Ministry of Finance with a view to allay public ner-
vousness over the financial situation.”

According to cable advices received from Berlin
under date of July 6, the Imperial Bank of Germany
has lowered its official discount rate 14 of 1%, to
6%. Aside from this change, however, official bank
rates at leading European centres continue to be
quoted at 715% in Austria; 7% in Belgium and
Italy; 6% in Paris; 5145 % in Denmark and Norway ;
5% in London and Madrid; 414 9% in Sweden, and
315 % in Holland and Switzerland. In London the
open market discounts were slightly higher, 4 5-16
@434 % being quoted for both short bills and
three months’ bills, against 4149% for short bills
and 415@43-16% for three months’ bills a week
ago. Money on call in London was firm
and advanced to 41%5%, but closed at 37%%,
which compares with 314 % last week. In Paris and
Switzerland open market discount rates remain at
514 % and 234%, respectively, the same as hereto-
fore.

The Bank of England this week reported a further
small addition to gold holdings, namely £171,420.
Nevertheless, there was again a reduction in the re-
serve of gold and notes in the banking department.
The last named item dropped £341,000, owing to an
expansion in note circulation of £512,000. There
was a substantial shrinkage in the deposit and loan
items, and the proportion of reserve to liabilities
advanced to 22.98%, as compared with 17.19% last
week. In the corresponding week of 1925 the ratio
stood at 25.75% and the year before at 17149%, Pub-
lic deposits rose £6,041,000, but “other” deposits
were reduced £49,074,000, while the Bank’s tem-
porary loans to the Government decreased £14,090,-
000 and loans on other securities declined £28,531,-
000. Gold holdings total £150,520,960, which com-
pares with £158,861,736 last year and £128,269,317
a year earlier (before the transfer to the Bank of
England of the £27,000,000 gold formerly held by the
Redemption Account of the Currency Note Issue).
Reserve amounts to £28,054,000, as against £33,405,-
986 a year ago and £20,749,417 in 1924. Note circu-
lation stands at £142,218,000, which compares with
£145,205,750 and £127,269,900, one and two years
ago, respectively, while loans stand at £74,560,000,
as against £71,992,302 in 1925 and £69,950,129 the
year before that. The Bank’s official discount rate
remains at 5%, unchanged. Clearings through the
London banks for the week totaled £849,984,000,
which compares with £818,764,000 a week ago and
£811,476,000 last year. We append herewith com-
parisons of the different items of the Bank of Eng-
land return for a series of years:

BANK OF ENGLAND'S COMPARATIVE STATEMENT.

1926. 1925. 1924, 1923. 1922.
July 7. Jul}/: 8. July 9. July 11. July 12.

£ £ £

b142,218,000 145,205,750 127,269,900 126,409,635 124,248,705

16,498,000 11,250,201 9,928,000 11,597,431 12.612.045

Other deposits 105,596,000 118,652,498 110,875,468 107,981.759 112.375.059
Governm't securities 37,520,000 42,516.733 48,057.467 46,838,731 47,103,552
Other securities..__ 74,560,000 71,992,302 69,950,120 69,702,107 73,663,109
Reserve notes & coin 28,054,000 33,405,986 20,749,417 20,963,059 22,101,993
Coln and bulllon__a150,520,9¢0 158,861,736 128,269,317 127.622.694 127,900,698

Proportion of reserve
to llal'illtles 22.98% 253.{5% 17%% 174 % 17% %
ra/ 4

Bank 5% % 47 % 3%

a Includes, beginning with April 29 1925, £27,000,000 gold cofn and bullion
previously held as security for currency note issues and which was transferred to
the Bank of England on the British Government’s decision to return to gold standard.
P b Beginning with the statement for April 1925, includes £27,000,000 of Bank
of England notes Issued in return for the same amount of gold coin and bullion
beld up to that time in redemption account of currency note issue.
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The Bank of France in its statement the present
week reported a further large expansion in note
circulation, amounting in fact to no less than 947 -
689,000 francs, bringing the total up to the new
high figure of 54,861,926,850 francs. This compares
with 44,493,751,250 francs in 1925 and with only
40,224,978,825 francs the year before. Another
addition was made to gold holdings during the week,
the increase being 41,325 francs. Gold holdings
now aggregate 5,548,632,700 francs. At the corre-
sponding date last year gold holdings amounted to
5,546,771,991 francs and in 1924 totaled 5,543,283 -
675 francs. Additional borrowing of 350,000,000
francs by the Government brought the total of
advances to the State up to 37,700,000,000 francs,
the largest figure on record. In 1925 and 1924 the
amounts were 27,400,000,000 francs and 23,000,000,-
000 francs, respectively. Other changes in the
Bank’s report were: Silver gained 19,000 francs,
trade advances were increased by 112,221,000 francs,
Treasury deposits rose 15,192,000 francs and general
deposits 138,185,000 francs. Contrariwise, bills dis-
counted fell off 735,812,000 francs. Comparison of
the various items in this week’s return with the
figures of last week and with corresponding dates in
both 1925 and 1924 are as follows:

BANK OF FRANCE'S COMPARATIVE STATEMENT.
Changes us as of-
July 9 1925.
Francs.
3,682,451,084
1,864,320,907

July 10 1924.
Francs.
3,678,962,768

1,864,320,907

Jor Week. July 8 1926.
Francs.

. Francs.
41,325 3,684,311,793
1,864,320,907

Gold Holdings—
Inc.
Unchanged

41,325 5,548,632,700

19,000 337,562,943
Bills discounted. .- Dec. 735,812,000 4,869,767,841 3,346,228,281 4,864,021,212
Trade advances-..Inc. 112,221,000 2,366,159,770 3,057,164,185 2,772,985,073
Note circulation..Inc. 947,689,000 54,861,926,850 44,493,751,250 40,224,978,825
Treasury deposits_Ine. 15,192,000 38,487,160 14,098,183 15,235,570
General deposits..Ine. 138,185,000 3,340,234,870 2,473,875,313 2,200,241,984
Advances to State_Inc. 350,000,000 37,700,000,000 27,400,000,000 23,000,000,000

5,546,771,991
311,416,141

5,5643,283,675
299,869,771

Preparations to meet the July 1 settlements were
reflected in the statement of the German Reichs-
bank, issued as of June 30. Note circulation, which
had been declining the three preceding weeks, ex-
panded heavily, viz., 473,013,000 marks, bringing the
total outstanding up to 2,971,153,000 marks, or the
highest level since the early part of last May. At
this time a year ago note circulation stood at 2,474,
416,000 marks. There were, however, declines in
other maturing obligations and in other liabilities—
237,120,000 marks and 40,505,000 marks, respec-
tively. On the assets side, the Bank reported a gain
in holdings of bills of exchange and checks of 64,-
258,000 marks and in advances 137,977,000 marks.
Reserve in foreign currencies increased 175,002,000
marks, but declines took place in silver and other
coins, 6,236,000 marks ; notes on other banks, 26,358,
000 marks, and other assets 149,279,000 marks. Gold
and bullion holdings gained 24,000 marks, and the
stock of gold now aggregates 1,492,234,000 marks,
as against 1,061,717,000 marks in 1925 and 462,187,
000 marks a year earlier.

Material reductions in gold reserves, smaller open
market operations, but heavy expansion in redis-
counting of all classes of paper, were shown in the
Federal Reserve banks’ weekly statements, issued
at the close of business on Thursday. The changes
reflect the strain of meeting July 1 interest and
dividend payments. In the report of the System
gold holdings were reduced $28,100,000. Redis-
counts of Government secured paper increased $66,-
100,000 and “other” bills $31,400,000, so that total
bills discounted gained $97,500,000, to $612,567,000,
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which compares with $450,331,000 a year ago. Hold-
ings of bills bought in the open market fell off $11,-
800,000. Increases occurred in total bills and se-
curities (earning assets) of $75,100,000, and in de-
posits of $19,300,000. Federal Reserve notes in ac-
tual circulation increased $40,200,000, while mem-
ber bank reserve accounts were augmented $11,000,-
000. At New York very similar conditions pre-
vailed. Gold holdings diminished $107,400,000. Re-
discounting of all classes of bills increased $135,600,-
000, so that total bills discounted now aggregate
$238,003,000, in comparison with $123,780,000 last
year. Open market purchases were $3,100,000
smaller. Additions to total bills and securities
were $125,500,000, while deposits mounted $22,900,-
000, and the amount of Federal Reserve notes in
actual circulation expanded $3,300,000. Member
bank reserve accounts rose $22,500,000. Drawing
down of gold holdings, both locally and nationally,
accompanied by larger deposits, naturally served to
lower reserve ratios. The New York bank reported
a drop of 10%, to 74.6%. For the banks as a group
the reserve ratio declined to 73.2%, 2.1% off.

The New York Clearing House banks and trust
companies in their return last Saturday revealed
some striking changes, due presumably to shifting
of funds connected with the 1st of July disburse-
ments and settlements. Chief among these was a
huge increase in loans—$219,492,000, while depos-
its also showed large gains. Net demand deposits
expanded no less than $153,315,000, to $4,564,675,-
000, which total is exclusive of $24,585,000 of Gov-
ernment deposits. In time deposits there was an
expansion of $14,270,000, to $599,184,000. Cash in
own vaults of members of the Federal Reserve Bank
increased $445,000, to $45,710,000, but this is not
counted as reserve. State bank and trust company
reserves in own vault were augmented $295,000, but
the reserves of these institutions kept in other de-
positories fell $209,000. Member banks added to
their reserves in the Federal Reserve institution
$4,413,000; this, however, was not sufficient to coun-
teract the effect of the expansion in deposits, and
the result was a loss in surplus reserve of $15,875,-
060, which carried excess reserves down to $6,020,-
800, as against $21,895,860 the previous week. These
figures of surplus reserve are based on legal reserve
requirements of 139 against demand deposits for
member banks of the Federal Reserve System, but
do not include $45,710,000 cash in own vaults held
by these member banks on Saturday last.

The ease noted in the local money market at the
very beginning of the month has continued through-
out the week, 4159% having been the going rate on
call loans. There was no change yesterday, although
it was Friday and notwithstanding the showing
made, both by the Federal Reserve System and the
New York Federal Reserve Bank. - The reserve ratio
of the former was down from 75.3 last week to
73.2%, while in the case of the latter the decline
was much larger—from 84 to 749%. The calling of
$20,000,000 loans in this market yesterday may
easily have been due, in part at least, to these ex-
hibits. The statements of the Federal Reserve
Board and of the New York Stock Exchange as to
brokers’ collateral loans may have played a part
also in the calling of demand accommodations. For
the week ended June 30 the Federal Reserve reported

an increase of $32,279,000 over the preceding week,
while the Stock Exchange figures for June disclosed
a total increase of $158,897,831. It was regarded
as specially significant that, in spite of the various
conditions and developments mentioned, the supply
of call money yesterday was abundant for all re-
quirements. Rates may be a little higher next week,
while preparation is in progress for the mid-month
disbursements. Time money was a little firmer
yesterday, particularly for six months’ accommoda-
tions. General business conditions and railroad
traffic have not undergone especial change.

As to specific rates for money, the call loan market
has remained stationary, there having been only one
rate quoted—4149%,—which compares with last week’s
range of 424@5%. Monday was a holiday (Inde-
pendence Day). During the remaining_ period,
Tuesday, Wednesday, Thursday and Friday, all
funds on call were placed at 4149,. g

For fixed date maturities the market was quiet
and toward the latter part of the week a shade
firmer, so that closing quotations for the longer ma-
turities, four, five and six months advanced to
411@424%, against 4149, last week; sixty and
ninety-day money remained at 414@424%, un-
changed. No large individual trades were reported.

Commercial paper was in good demand, but as
offerings were as light as ever, trading was mnot
active. Four to six months’ names of choice char-
acter have not been changed from 334 @4%, though
the bulk of the business is now passing at the outside
figure. New England mill paper and the shorter
choice names are still being dealt in at 334%-

Banks’ and bankers’ acceptances remain at the
levels previously current. The tone of the .market
has been steady but trading has been quiet and
featureless. Falling off in the demand was due to
the hardening in the call division. Out-of-town banks
furnished most of the limited business passing. For
call loans against bankers’ acceptances the posted
rate of the American Acceptance Council was yes-
terday advanced from 3149, to 4%. The Accep-
tance Council makes the discount rate on prime
bankers’ acceptances eligible for purchase by the
Federal Reserve banks 3149, bid and 314%, asked for
bills running 30 days, 3349, bid and 314 % asked for
60 days, 316% bid and 3349, asked for 90 and 120
days, 324% bid and 3149, asked for 150 days, and
3%4% bid and 3549, asked for 180 days. Open
market quotations are as follows:

SPOT DELIVERY.

30 Days.

60 Days.
3%a3X%

335a3%4

There have been no changes this week in Federal

Reserve Bank rates. The following is the schedule
of rates now in effect for the various classes of paper
at the different Reserve banks:

DISCOUNT RATES OF FEDERAL RESERVE BANKS IN EFFECT
JULY 9 1926.

Paper Maturing—

After 90| AJfter 6
Days, but but
Within 6| Within 9

Days.
Within 90 Day. Aeonines | 3

FEDERAL RESERVE
BANK.

Com'rctal

Agric't &

Livestock
Paper.
n.e.s.

.|Bankers’
Accep-
tances.

Agricul *| Agricul’}
and

and
Livestock|Livestock
Paper. | Paper.

'S

R
N
e
X
w

Cleveland.. .
Richmond. .

R G
O B e 00
0 0 0 80
R

B I 00

acceptances drawn for an agricultural purpose and secured
by warehouse receipts, &ec.
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- The market for sterling exchange has appeared to
be in the grip of mid-summer dullness and trading

during much of the time has been virtually at a
standstill. Intervention of the Independence Day
celebrations, which in some quarters is regarded as
the ushering in of the summer vacation season, figured
prominently in the drop in trading. Kven with the
resumption of regular business on Tuesday, very
little semblance of activity developed and dealers con-
tinued to maintain an attitude of complete indiffer-
ence to sterling. So far as the more speculative ele-
ment is concerned, attention is still centered on some
of the Continental currencies, notably those of the so-
called neutral group. Up until Wednesday prices
for sterling ranged within 1-32 of a cent; later on
there was a slight lowering of values, then closing
firmness, and the week’s range for demand was
between 4 85 13-16 and 4 86 7-16.

One of the results of the changing monetary condi-
tions in the New York and London markets that has
perhaps received less attention than it warrants, has
been the gradual elimination of sixty and ninety days
bankers’ bills, particularly as a form of investment.
Owing to the fact that money rates at the British
centre have for many months almost invariably ruled
either above or around those prevailing in New York,
bankers no longer find these bills profitable and the
demand for the once popular bankers’ long bill has
consequently practically ceased. In the late deal-
ings sterling, as shown above, trended slightly down-
ward for a while, owing mainly to larger offerings of
commercial bills. This aroused interest as by some it
was taken as an indication that the seasonal move-
ment of cotton and grain exports to Great Britain
is about to begin. On the other hand, the demand
for sterling incidental to the transfer of the proceeds
of the recent Brazilian loan to London is believed to
have about culminated. The unsettled coal strike
is still an important factor in depressing prices.

Referring to quotations in greater detail, sterling
exchange on Saturday last was easier and demand
declined a fraction to 4 85 31-32@4 86 and cable
transfers to 4 86 15-32@4 8614; quotations on bank-
ers’ sixty-day bills have been discontinued because
of the fact that bankers no longer find this form
of investment profitable, while for straight exchange
transactions, commercial bills now find precedence.
Monday was a holiday (Independence Day). After
a weak opening the market steadied on Tuesday
with the result that rates were a ftrifle higher, at
4 85 15-16 (one rate) for demand and 4 86 7-16 for
cable transfers. Wednesday’s market was dull, but
steady, and still unchanged; demand bills continue
 to be quoted at 4 85 15-16 and cable transfers at
4 86 7-16. Treer offerings induced weakness on
Thursday, but the quotation was still at 4 85 15-16
for demand and to 4 86 7-16 for cable transfers;
trading was rather more active, partly because of
inquiries against British imports of grain and cotton
and partly as a result of the cessation of the demand
for sterling that has been in progress incidental to the
transfer of the proceeds of the new Brazilian loan to
London. Friday the undertone was easy and a
further fractional lowering in quotations occurred,
although a recovery set in before the close; demand
was quoted at 4 85 13-16 and cable transfers at
4 86 5-16@4 86 23-32. Closing quotations were
4 86 7-32 for demand and 4 86 23-32 for cable trans-
fers. Commercial sight bills finished at 4 86, sixty
days at 4 8174, ninety days at 4 80, documentsfor
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payment (sixty days) at 4 82 and seven-day grain
billsat4 8574. Cottonand grain for payment finished
at 4 86.

No gold was reported for export or import to this
country. The Bank of England reported the pur-
chase of £112,000 in gold bars and receipts of £250,000
from South Africa. Exports included £5,000 to
Holland, £7,000 to India, and £90,000 to Spain.
It is reported that during the last few weeks approxi-
mately £400,000 in sovereigns have been withdrawn
from the Bank of England for export to Spain.
The recent rise in the value of the peseta is mainly
responsible for the movement.

A renewal of the spectacular weakness that has
so frequently characterized trading in the currencies
of France, Belgium and Italy, has been the out-
standing feature of the week in Continental ex-
change. In other divisions of the foreign exchange
market very little in the way of sustained activity
was apparent and the undertone of the market was
nervous and irregular. As has been the case for a
good while past, French francs predominated as a
market factor and were again responsible for the
erratic movements in the other two of the ill-fated
trio. Following the interruption of the Independence
holiday, francs opened slightly easier, then under
the pressure of a selling movement of major pro-
portions, commenced to recede rapidly, until by
Wednesday prices had crashed through all previous
records and established a new low of 2.57}%. Thurs-
day a fresh collapse carried the quotation down to
the incredibly low point of 2.51, which represents
a falling off of about 38% from the high level of
the year, namely, 3.9014 in early January. The
Belgian unit moved in sympathy, dropping to
2.34, while Italian lire were likewise adversely
affected and broke to 3.29%%, thus for the first time
this year selling below the low record of 3.33}4
established in 1925, though recovering most of the
loss later on as a result of short covering rather than
official support. The bulk of the selling was of
foreign origin, emanating as a matter of fact in
London, where huge blocks of francs and lire were
thrown upon the market for sale at almost- any
price.

No sustained effort was made at official
support. Local operators took only a minor part
in the dealings and the crash in values simply re-
flected movements abroad. Underlying factors in
the decline were very similar to those that have
been overhanging the market for so long—lack of
confidence on the part of the public at large, and
lack of constructive effort on the part of those
political and financial leaders who are entrusted
with the task of digging France out of her present
predicament. This week, speculative activity is
said to have been at the bottom of a large part of the
selling movement. Distrust of the future of the franc
on the part of the French populace has become so
pronounced that it is producing a species of panic,
and business men and investors everywhere are trans-
ferring their holdings of francs at every opportunity
possible, something that speculators are naturally
making the most of. In the opinion of financial
experts, no improvement is likely until France can
be brought to the place where she will support
whole-heartedly some rehabilitation program similar
to that adopted in Germany. So far as Belgium 1s
concerned, there appears to be a complete lack of
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buying power. The collapse in the lire is causing
some uneasiness but is regarded as correlated to
the breakdown of franc values, since Italy’s trade
is suffering from the depreciation of the franc
through an increase in competition for her ex-
perts, as well as through the hardships entailed
upon Italian workers, on operations either perman-
ently or temporarily settled in France. The feeling
seems to prevail that failure to stabilize lire in the
earlier part of the year proves conclusively that
higher levels cannot be maintained until France’s
exchange has been brought into line. The final
spurt of activity and strength was entirely due to
covering on the part of an unwieldly short interest.
There is practically nothing to report in the minor
groups. Greek exchange continues heavy, at about
1.22. German reichsmarks again ranged between
23.79 and 23.81. Austrian schillings are stationary
at 141g, while the* minor exchanges have been
colorless.

‘The London check rate on Paris closed at 187.10,
as compared with 181.35 last week. In New York
sight bills on the French centre finished at 2.55,
against 2.6615; cable transfers at 2.56, against 2.6714;
commercial sight at 2.54, against 2.651% and commer-
cial sixty days at 2.51, against 2.61 a week ago.
Closing rates on Antwerp francs were 2.32 for checks
and 2.33 for cable transfers. This compares with
2.61 and 2.62 a week earlier, Reichsmarks finished
at 23.79@23.81 for checks and cable transfers alike,
the same as a week ago. Austrian schillings continue
to be quoted nominally at 141%. Lire closed at 3.48
for bankers’ sight bills and at 3.49 for cable transfers.
A week ago the close was 3.49 and 3.50. Exchange on
Czechoslovakia closed at 2.962%, (unchanged); on
Bucharest at 0.4514, against 0.4834; on Finland at
2.52}4 (unchanged), and on Poland at 9.00, (un-
changed). Greek drachmae finished at 1.2134 for
checks and at 1 -2214 for cable transfers, in comparison
with 1.22 and 1.2214 the previous week.

The former neutral exchanges moved within narrow
limits on a small volume of trading. The undertone

was firm and prices were maintained on the Scandi- | Gana

navians which all ruled at close to last week’s levels;
also on Swiss and Spanish exchanges. Dutch
guilders continue depressed by reason of the British
coal strike and hovered around 40.14, closing slightly
below this figure.

Bankers’ sight bills on Amsterdam closed at
40.131%, against 40.14; cable transfers at 40.1513,
against 40.16, and commpercial sight at 40.091%,
against 40.11; commercial sixty days are not being
quoted, because so little business is transacted in long
bills at the present time. Swiss francs finished at
19.35%4 for bankers’ sight bills and at 19.3634 for
cable transfers, in comparison with 19.35 and 19.36
the previous week. Copenhagen checks closed at
26.47 and cable transfers at 26.51, against 26.48 and
26.52. Checks on Sweden finished at 26.7714 .and
cable transfers at 26.8114, against 26.79 and 26.83,
while checks on Norway closed at 21.9014 and cable
transfers at 21.9414, against 21.93 and 21.97 the week
preceding. Spanish pesetas finished the week at
15.87 for checks and at 15.89 for cable transfers,
after having declined to as low as 15.70 earlier in the
week. Last week the close was 16.00 and 16.02.

" The South American exchanges were also dull and
featureless with a slight lowering in price levels.
Afrgentine checks closed at 40.44 and cable transfers
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at 40.49, against 40.45 and 40.50, while Brazilian
milreis finished easier at 15.65 for checks and at 15.70
for cable transfers, in comparison with 15.85 and
15.90 last week. Chilean exchange went up to 12.10,
but finished at 12.05, while Peru continues to be
quoted at 3 72 (unchanged).

Far Eastern exchange was as follows: Hong Kong,
55.42@55.70, against 55.65 and 55.80; Shanghai at
215@725%, against 7215@7254; Yokohama at
46.95@47.05 (unchanged); Manila at 4954@4934,
against 4915@4954; Singapore at 5615@567% (un-
changed); Bombay at 3634@3614 (unchanged), and
Calcutta at 3635@3614 (unchanged).

Pursuant to the requirements of Section 522 of the
Tariff Act of 1922, the Federal Reserve Bank is now
certifying daily to the Secretary of the Treasury the
buying rate for cable transfers in the different coun-
tries of the world, We give below a record for the
week just past;:

FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE
BANKS TO TREASURY UNDER TARIFF ACT OF 1922,
JULY 3 1926 TO JULY 9 1926, INCLUSIVE.

Noon Buying Rate for Cable Transfers in New York,
Value in United States Money.

July 3. | July 5.

EUROPE— s s
Austria, schilling*____ 14082
Belgium, frane
Bulgaria, lev

Country and Monetary|
Untt.

July 8. | July 7. | July 8. | July 9.

0264
007228
.029612
2650

4.8644

Norway, krone
Poland, zloty ..
Portugal, escud
Rumania, leu. .
Spaln, peseta._
Bweden, krona. ___ :
Switzerland, franc___ $ .1936 .
Yugoslavia, dinar.__| .017689 | .
ASIA—

China—

Hong Kong, dollar.| |

Mexican dollar____|

Tientsin or Pelyang,
do!

Indla, rupee.
Japan, yen

1.000993
.999102
488500
.098633

1.001142
.999156

. A4X8383
Newfoundland, dollar| 998719
SOUTH AMER.—
Argentina, peso (gold)| .
Brazil, milrels

000927
999188
488500
.995406

11204
Uruguay, peso....___ 1.0026

The New York Clearing House banks, in
operations with interiop banking institutions, have
gained $6,115,557 net in cash as a result of the cur-
rency movements for the week ended .J uly 8.
Their receipts from the interior have aggregated
$6,994,057, while the shipments have reached $878,-
500, as per the following table:

CURRENCY RECEIPTS AND SHIPMENTS
INSTITUTIONS.

BY NEW YORK BANKING

Into
Banks.

$6,994,057!

As the Sub-Treasury was taken over by the Fed-
eral Reserve Bank on Dec, 6 1920, it is no longer
possible to show the effect of Government opera-
tions on the Clearing House institutions. The Fed-
eral Reserve Bank of New York was creditor at the
Clearing House each day as follows:

DAILY CREDIT BALANCES OF NEW YORK FEDERAL RESERVE BANE
AT CLEARING HOUSE.

Qut of Gain or Loss
Banks. to Banks,

$878,500/Galn $6,115,557

Week Ended July 8,
Banks’ Interlor movement,

Baturday, | Monday,
July 3. July 5.

Tuesday,

Wednesd'y. Thursday,
July 6.

July 7. July 8.
s , R T e | s
Hollday | Holiday - 113,000 000'81,000.000 89.000,00096,000.000 Cr. 384,000,000

Note—The foregoing heavy credits reflect the huge mass of checks which come
to the New York Reserve Bank from all parts of the country in the operation of

Aggregate
Jor Week.

July 9.
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the Federal Reserve System's par collection scheme. These large credit balances,
however, reflect only a part of the Reserve Bank's operations with the Clea ing
House institutions, as only the items payable in New York City are represented in
the dally balances. The large volume of checks on institutions located outside of
New York are not accounted for in arriving at these balances, as such checks do
not pass through the Clearing House but are deposited with the Federal Reserve
Bank for collection for the account of the local Clearing House banks.

The following table indicates the amount of bul-
lion in the principal European banks:

July 8 1926.
| Goa. | stwer. |

2
England-.tlso,520,969
France ..a 147,372,472
Germany ¢, 61,596,700
Aus.-Hun.! b2,000,000]
1101,635,000
Y. 35,730,000
Neth’lands 35,526,000
Nat. Belg.| 10,955,000
Switzerl'd.| 16,775,000

July 9 1925,
Gold. | Siloer.

Banks of-

Total. Total.

£
158,861,736
12,440,000/159,738,043
d994,600, 54,260,800

b b2,000,000
26,256,000/127,720,000
3,349,000/ 38,938,000
38,823,000
14,108,000
23,504,000
13,045,000
12,773,000
8,180,000

52,818,600/651,951,579
52,770,600/645,719,434

a Gold holdings of the Bank of France this year are exclusive of £74,572,836
held abroad. b No recent figures. ¢ Gold holdings of the Bank of Germany this
year are exclusive of £13,015,000 held abroad.

£ £
150,520,960(158,861,736
13,480,000(160,852,472(147,298,043
d994,600, 62,591,300| 53,266,200,
b2,000,000{ b2,000,000;
26,968,000/128,603,000{101,464,000|
3,426,000, 39,156,000 35,589,000
2,279,000, 37,805,000 36,570,000
3,569,000 14,524,000{ 10,891,000
3,567,000f 20,342,000/ 19,932,000
Sweden.._| 12,691,000 12,691,000( 13,045,000,
Denmark .| 11,400,000) 12,236,000{ 11,636,000
Norway .| 8,180,000 8,180,000/ 8,180,000

Total weekl594,382,132 55,119,600(649,501,732/599,132,979)
Prev. week 594,139,859| 55,017,6001649,157,459'592,948, 834

,853,000
3,217,000
3,572,000

d As of Oct. 7 1924,

The French Financial Program.

The eagerly awaited speech of M. Caillaux, the
French Minister of Finances, in the Chamber of
Deputies on Tuesday, appears to have been in sub-
stance a restatement of the unanimous recommenda-
tions of the experts appointed by Raoul Peret, the
former Finance Minister, to consider how best to
cope with the financial situation of the country.
The full text of the report has not yet been made
available here, but an extended summary of its con-
tents published by the New York ‘Times” on Sunday
is sufficient to indicate its general nature.

The three results which the experts regarded as of
primary importance are, first, a balanced budget;
second, relief for the Treasury, and third, stabiliza-
tion of the franc. For the attainment of these ends
they propose, in addition to various measures of
economy and more effective administration of the
tax laws, the stopping of further inflation by aban-
doning the system of advances from the Bank of
France to cover new expenditures; the removal of
the redemption of national defense bonds from con-
trol by the Treasury, and the establishment of a sink-
ing fund to be derived in the first instance from a

_foreign loan of 4,000,000,000 francs, but ultimately
from the receipts of the tobacco monopoly, the Dawes
annuities, and other specified revenues; and the
accumulation of a large fund of francs and foreign
currencies, made up from the gold reserve of the
Bank of France, the balance of the Morgan credit,
and short or long-term credits from banks and com-
mercial or private sources, the fund so accumulated
to be used to bring about a temporary stabilization
of the franc. For the maintenance of stabilization,
once it has been achieved, the experts rely upon the
aid of the Bank of France in buying and selling for-
eign money at fixed rates, and upon laws fixing the
new value of the franc and readjusting the advances
of the Bank to the Treasury to conform to the re-
valored currency. The report opposes a forced con-
solidation of the floating debt either by a compul-
sory loan or by a capital levy, and advocates instead
a voluntary consolidation loan similar, apparently,
to that which M. Caillaux proposed about a year
ago, the value of the new bonds tobe guaranteed upon
an agreed gold basis, while the rate of interest would
be determined by the current rate of exchange. The
report is further characterized as “clear and em-
phatic” in its insistence upon the immediate ratifi-
cation of the war debt settlement with the United
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States and the conclusion of a debt settlement with
Great Britain.

M. Caillaux, who appears to have laid special
emphasis, in his speech on Tuesday, upon the neces-
sity of stabilization, challenged the Opposition in
the Chamber by declaring that stabilization, if it
was to be successful, must be carried through “al-
most secretly.” It was not an operation to be ac-
complished through acts of Parliament, with discus-
sion in detail and at length, but the Government
would ask for authority to proceed with the task
when and as it saw fit. What this means is that the
reforms which are adjudged to be necessary would
be put into effect, in the main at least, by Ministerial
decree, without waiting for detailed authorization
by statute. Premier Briand promptly announced
that the whole Ministry would join with M. Caillauy
in this demand. The political expediency of the de-
mand, in view of the precarious position of the new
Ministry, can be judged more accurately when the
debate on the financial program, which opened on
Wednesday with vigorous onslaughts from the Right
and Left, shall have run its course. In the present
state of parties and factions in the Chamber, and
with the experiences of the past two years in mind,
it is certainly difficult to see how the complicated
and detailed operations involved in stabilization and
general financial reorganization can be successfully
put through if all the steps in the process are first
to be agreed upon in partisan debate. It is a weak-
ness of French Parliamentary discussion that it in-
clines to mix principles and details, and to let loose
upon any question of fundamental policy a flood of
theoretical argument and partisan or personal re-
crimination which obscures the main issue, and
drags out discussion to interminable lengths. The
question, of course, is one for France alone to de-
cide, but it is certainly not lightly to be assumed that
Premier Briand and his Finance Minister have in
view a financial program which will leave France
in a worse state than it is at present, and something
is to be said, in the present crisis, for a procedure
which would enable the Government to circumvent
the speculators who have shown themselves only too
ready to profit by the continued fall of the franc.

Whatever course may be adopted, the primary
conditions of the problem are clear. The first ne-
cessity of France is to restore confidence. -in the
franc, and the only way to do that is to stabilize the
franc at some fixed value in gold. As long as the
value of the franc remains uncertain, inflation will
continue to be resorted to and the franc will con-
tinue its decline, with the example of Germany as a
warning of the lengths to which the fall of a depre-
ciated and inflated currency may go. The restora-
tion of confidence in the franc, however, togetler
with the return of capital to France which is so
much desired, will not be attained unless confidence
in the credit of France is also restored and main-
tained, and the first condition at that point is the
prompt ratification of the Mellon-Berenger debt
agreement. The repeated affirmations of successive
French Governments that France intends to pay its
debts are of no value unless the debts are paid, and
there is no reason to expect a lifting of the ban on
American loans as long as the debt question is left
hanging in mid-air or treated as a partisan football.
The committee of experts are absolutely right in in-
sisting, “clearly and emphatically,” upon the ratifi-
cation of the pending debt settlement with the
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United States and the conclusion of a satisfactory
settlement with Great Britain, and unless M. Cail-
laux has in mind some unsuspected source of finan-
cial aid, he cannot afford to dally long with the debt
question, for the 4,000,000,000 francs of foreign loan
which the experts regard as necessary to effect tem-
porary stabilization will be difficult to get until the
debt question is settled.

It is for this reason that the speeches of M. Frank-
lin-Bouillon and M. Leon Blum in the Chamber of
Deputies on Wednesday seem rather ominous for the
future. M. Franklin-Bouillon, who argued vehe-
mently against the Mellon-Berenger agreement, inti-
mated that his objection was due in part to the fact
that the terms accorded to France are less favorable
than those accorded to Ttaly, but the substance of
his argument, as far as can be gathered from the
press dispatches, appears to have been nothing more
than a reiteration of the old demand for cancella-
tion, or else for a settlement, whatever the terms,
which shall be contingent upon the receipt of sat-
isfactory reparations from Germany. M. Blum, on
the other hand, speaking for a Left which is as much
opposed to the Mellon-Berenger agreement as is the
Right, denounced the experts’ plan as only adding
burden to burden, and repeated the Socialist de-
mand for a capital levy. There is no reason to think
that the demand for a capital levy represents any-
thing like a majority opinion in France, but it will
be difficult for Americans to understand why M.
Franklin-Bouillon, admittedly one of the ablest men
in French public life, should persist in urging argu-
ments which the United States has weighed and re-
jected, unless he intends to resist any practical set-
tlement whatever of the debt issue. In any case, the
fact that Congress has adjourned until December
means a delay of several months in securing ratifi-
cation by the Senate, even if France were to act now,
but favorable action by France would unquestion-
ably do a great deal to revive confidence in French
credit, and so help M. Caillaux in his effort to stabil-
ize the frane. The speeches in the Chamber on
Wednesday, however, can only be taken as indicat-
ing a willingness on the part of a considerable sec-
tion of that body to keep the debt question in con-
troversy indefinitely, let the financial consequences
to France be what they may.

We shall probably know in a few days whether
the Ministry is to stand or fall, and whether, if it
stands, it is to be allowed to carry out a financial
program without undue interference from Parlia-
ment. The hopeful factors are the general sound-
ness of the experts’ recommendations, with which
M. Caillaux appears to be in substantial accord, and
the powerful influence of the financial and business
interest which the experts represent. The dubious
factors are the divided party councils in the Cham-

ber of Deputies and the Senate, the insistence of the

Socialists upon the scheme of a capital levy which
they have not votes enough to carry through, and the
personal and political hostility which is still felt in
various quarters toward M. Caillaux. It is upon the
successful adjustment of these opposing interests
that the financial restoration of France appears
now to depend.

The Farce of “Farm Legislation.”
The mountain labored and brought forth a mouse!
The United States Congress agonized over the con-
dition of the farmer and ended in a little squeak of

sympathy. We are told by the wiseacres of politics
that the bill which passed, after many others were
defeated, will not satisfy—that what the farmer
wants is not sympathy but a subsidy. But we must
not be too sure of the inefficiency of the measure
enacted until its results are worked out. Next to
giving a mendicant money is loaning it to him.
Alas, it may be that the giving of good advice will
be no more acceptable to the farmer than to others.
It would seem that as the Fess bill is defeated there
is to be no dubious loaning to co-operative market-
ing associations; instead there is to be a “Co-opera-
tive Marketing Division” in the Department of Agri-
culture. Just what this will embody in the end must
await the creation and functioning of this division.
That it will make another bureau to be filled with
office-holders is certain. And it is equally certain
that it puts the Government into business by a side
door if no other. But in place of a direct subsidy
or an open credit it is as sounding brass and tinkling
cymbal.

We remain of the opinion formerly expressed that
the substantial farmers of the country have not
been and are not a party to this farcical legislation.
Its origin is in a species of political fear upon the
part of men who are up for re-election; and it is
nourished and fostered by leaders in farm organiza-
tions who find it profitable to live upon their the-
ories and perhaps upon their salaries. It does find
a resting place in the minds of many who were hard
hit by the falling prices in stock and products of the
soil and in the prices of boom lands. But those who
own their farms free of mortgages hopeless of pay-
ment, who conduct farming in an orderly and safe
way, having the knowledge of experience yet not
averse to scientific discovery and aid, who are not
deceived by the iridescent promises of politics, know
that there is no power in Government to aid them
and are content in their own strength, conscious that
their salvation lies in raising something to sell, at
the right time and place.

We need not pause to picture the spectacle pre-
sented to the country by this failure to legislate re-
lief. The farm organizations themselves could not
agree on a method. And in the discussion which
followed on the floors of Congress the advocates of
one measure destroyed the claims of the others. And
out of the confusion nothing came. Sober second
thought will soon have its day. And parties will
take another lesson from the fact that lurid planks
in platforms soon burn themselves out—and busi-
ness resumes at the old stand in much the old way.
Against the excitement of sectionalism stands the
deliberative thought of a whole people. So varied
and comprehensive are the industries of our vast
territory that it is impossible to single out one class
without doing injustice to others and the equalizing
processes of production and exchange when free
must always be more salutary and effective than
legislative acts designed artificially to even things
up that are and always will be subservient to nat-
ural laws.

And even these co-operative marketing association
laws are not innocuous. They cannot but be destrue-
tive to local conditions and institutions that grow
and change gradually to meet the wants and needs
of environment. The farmer yields to the pressure
of circumstances as do those engaged in merchan-
dising, manufacturing and mining. As matters now
stand the local mill, once the destination of every
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grain grower, is not the intimate reliance it was
- twenty-five or forty years ago. “Why? Simply from
the fact that even the farmer does not, in entirety,
bake his own bread. City bakeries are now sending
truckloads of bread fifty and a hundred miles. The
farmer does not exchange grain for flour as he once
did. We need not inquire whether this is a bene-
ficial development or not, the fact remains. To
gather up grain by wholesale and ship it out for sale
at long distances may be a good thing for the grower
or it may not—it is a bad thing for the local miller.
It is much more possible to apply the glittering doc-
trine of self-determination to. the economics of self-
support to localities than it is to the political au-
tonomies of a world. Local self-government and
local self-support go hand in hand. Destroy one and
you injure the other. And it must always be true
that selling the surplus of the farm to the demands
of the nearby city, that consumes but cannot pro-
duce, is better than piling up an unnatural surplus
by means of co-operative marketing associations to
sell overseas—is better for producer and con-
sumer.

Our purpose here, however, is to draw from this
alllusion the fact that this whole agitation for farm
relief is founded in a false premise. When you at-
tempt to fit a theory to practice it must have within
it right and substance. No one in this long conten-
tion has shown that any and all of these measures
must increase the price of bread. No one has sought
to show that the Government ought to subsidize the
buyer as well as the seller. The farmer is never in
need of bread if he will bake it. He has grain that
turns into flour, naturally.. The poor man who must
have the same “staff of life” cannot get it first hand.
If he turns labor into bread, the price of labor, un-
less boosted by processes of coercion, is fixed in
those same competitive and leveling markets for all
things to which the labor of the farmer, turned into
grain and flour, goes. By what rational right does
it become the province of Government to aid one and
not the other by gift or loan? Of course, the more
you put these schemes into juxtaposition, the sooner
they fail. Not even political fear could jam through
major proposals offered in bills. The truth was set
free by the freedom of discussion. What might have
happened if the sponsors of the farmers had been
able to agree we do not like to conjecture. As it is,
some good has come out of the turmoil because the
natural laws which finally control anyhow are less
impeded and thus more beneficent.

And now what will happen? 1In all this section,
known to some delirious enthusiasts as the revolting
Mid-West, the suns of summer will ripen the good
grain and to him who husbands his resources there
will come profit and plenty. We might write these
two words in large letters, for despite the quacks
and calamity howlers, the farmer, regardless of
trade conditions and prices, the farmer himself will
be the last man to starve. Sometimes conditions of
poverty in cities grow repellent. Sometimes we are
compelled to turn away from those who will not
turn from these hopeless areas of congested effort
into the open fields where there is opportunity for
life and gain. But putting this aside, when we are
turning Government into a mysterious benefactor
showering aid out of a bottomless purse, ought not
some help to come to those who eat bread yet have
none? Ought not, in justice to all, these farmer-aid
schemes to fail?
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The New Generation and the Revolt of
Youth.

However the cost of the war in men is estimated,
and it is variously put far up in the millions, it has
come to mean the practical elimination of one gen-
eration. When not only the killed and wounded are
counted, but all who were withdrawn from their
normal and productive occupations and were not
returned to them, are included, it is easy to see that
a large part of the working section of the population,
that which contains the energy and the constructive
and controlling power of the nations of the West,
was destroyed or withdrawn from active participa-
tion in the work of the world.

The new. generation that is to take their place,
and is already with us, consists not of those who
were young in the war period, but of the whole mass
of the adolescent youth in the schools and colleges
now pressing forward toward manhood and woman-
hood. We may look upon the war as an historic
event, one of many that have had grave but passing
influence on human society. The erude and erratic
Youth Movement in Germany, the student outbreaks
in China, the widespread restlessness in India and
the Mohammedan world, may all be attributed to
it; as much of the change in the ways and views of
our young people may be traceable to impulses then
created ; but causes are at work that lie far deeper
and are both extensive and permanent. They relate
to the younger new generation, and consequently
deserve the attention of the fathers and mothers
whose children are still in the home.

The facts of the situation are important, and when
they are of a kind little known and rarely discussed
it is doubly important to call attention to an ac-
count of them which is outspoken and trust-
worthy.

Judge Lindsey, the creator of the Juvenile Court
of Denver, Col., after 26 years of service, has written
a record of his experience. It is the work of a man
who because of his deep sympathy with the youth
who came before him, determined to do all in his
power to change the conditions which made the
young people what they were, and of which the com-
munity was little aware. It is a book* alive, as he
says, “with stark realities.” These concern indi-
vidual lives and must be read; we cannot give the
details, outspoken and disturbing as they are. As
his court handles 12,000 cases of individuals a year,
and as in two years, 1920-21, 769 cases of delinquent
girls came before him, involving not less than 2,000
persons, with far further ramifications than the
court had the means of following up, the size of the
problem is apparent and the sufficiency of the ma-
terial for forming a judgment is convincing.

A glance at the table of contents discloses an
amazing array of questions which cut deep into the
life of the home and the community. These extend
from a “Murderous Morality,” and “The Fool’s
Paradise of Parents,” to the “Compulsions of En-
lightened TFreedom,” a “Plea for Glass Prisons,”
with a “New Profession for Human Artistry,” and
the foundation of a new dominant “Racial Strain,”
involving an enlightened method of human salvag-
ing imperatively needed.

Judge Lindsey speaks of feeling, in his efforts to
see for himself in getting at the facts, like a deep
sea diver groping in dark and filthy places amid

*The Revolt of Youth,” by Judge B. B. Lindsey. Boni & Liveright.
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strange monsters and slimy trails, and when at times
overwhelmed with the force of evil about him com-
ing like so many cuttlefish which one must fight as
one may. Little children, but also adults of every
age are involved. He can offer no panacea; but if
the facts can be known a reasonable solution will
be found. As it is, ignorance and injustice are do-
ing deadly work. He upholds our necessary tra-
ditions and conventions, marriage, virtue, chastity
and the like, but he finds so many deceiving appear-
ances and such comfortable acceptance of human
society as it is, that the rebellious spirit now so
prevalent in the youth of to-day is portentous of
danger. Because it can be met and guarded in bet-
ter ways to the promotion of happiness for all, he
writes his book.,

The first danger to-day lies in the effort to shield
both old and young from learning what they ought
to know. The law has for generations treated per-
sons under 21 years of age as children, i. e., imma-
ture and inferior to adults in judgment and expe-
rience. It therefore is very careful to look after
their interests and to guard them against injury or
loss in all their material and bodily relations; it is
less concerned about their minds or their morals.
At times it interferes when protection is needed, but
neither in the home nor in the State can coercion and
command take the place of enlightenment, which
comes with knowledge, sympathy and respect. Only
with these can influence and guidance be obtained.
The chain of cause and effect to all kinds of youth-
ful delinquency and to much adult misconduct can
usually be traced back to prohibitions and taboos
arbitrarily imposed in childhood in connection with
fear of pain or displeasure. It rivets the child’s
attention on the negatives of conduct and raises a
screen behind which the child is the vietim of every
wild imagination or impulse. Crime even in its
most distressing form may then easily be the fruit of
the modern misdirection of youth, with responsibil-
ity to fasten, not, perhaps, on well-intentioned pa-
rents, but on general social conditions.

The lack of courtesy, the flouting independence,
the tacit hostility, the readiness to take offense, the
scant attention so constantly seen are evidence of
this. They are symptoms of a widespread state of
mind, which under the facilities now everywhere at
hand in the automobile, the telephone and easy
money, and the incitement of others, make anything
possible, as was not the case 30 or 40 years ago. A
change begins when a mutual understanding and
confidence exist between parent and child in which
facts can be talked over frankly for instruction and
guidance, and where there is no fear of
reproach.

The change certainly is needed, The youth of the
new generation finds himself in a new world of im-
pulse, of curiosity, of passion, where the forbidden
is peculiarly attractive. He has no real guidance,
so he takes what is within his reach and meets his
wants. It has a “kick.” Now he is made wise, and
he believes that he has no need to think. He is cap-
tured by superficialities and crudities. Penalty or
abuse only stiffens his purpose. It was a very small
boy who said of what he had done, as he turned tear-
fully away after his punishment: “It was worth
it.” How often he then runs with the crowd. He
does what the others do. His impulse is to be .free
from authority, though he may surrender every item
of liberty to be bound by the ways of his fellows..
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Much that is done is but an overflowing of high
spirits and abounding life which needs more direc- °
tion. It breaks bounds under the idea that times
have changed, and it is “the thing.” It means
“thrills.” As times are, the girl, even should she
go the limit, does not lose her self-respect, as she
once would have done. Girls are to-day more nearly
than ever before on a level with men. She is more
tolerant than she once would have been to ap-
proaches that she would have resented as improper
or an insult, because she holds life to be far freer
than it once was. All the more there is need to-day
of spiritual culture on a sound basis, of light within
and simple facts held in true relations, and then of
intelligent self-control, Primitive raw desire is a
shabby, feeble thing against this cultured insight
when it exists. Voluntary internal restraint on the
individual conduct will alone serve to maintain hu-
man society on a workable basis. We may add that
it will make purity of life and thought a religious
attainment of the finest type. '

We have given the outline of J udge Lindsey’s ap-
peal to the men of to-day, for such it is, as largely
as possible in his own words. It only remains to
add a few lines of hig conclusions. He says that “the
revolt from old standards of conduct is unlike any
revolt that has occurred before. It has the whole
weight and momentum of a new scientific and mod-
ern order behind it. It has come in an age of speed
and science; an age when women vote and can make
their own living.” “Ip {he past the revolt of youth
always turned out to be a futile gesture. Now boys
and girls can live up to their manifesto and nothing
can prevent them. The only question is how soon
will the internal restraints of a voluntarily accepted
code, which alone can keep people going straight,
take their place?”

“That the youth of to-day makes mistakes dis-
turbs me somewhat but not excessively. That it is
honest hearteng and delights me much. Here it
comes, with itg automobiles, its telephones, its folly
and its fun, and its open and unashamed refusal <t0
bow down to a lot of idols made of mud; and it
makes me hope. Tt offers the world more hope than
anything that hag happened in centuries. Once in
so often the human race rediscovers Fire. This
younger generation, Prometheus-like, is doing it
now.”

The question is not whether things are better or
worse than they were in the past. Our concern is
with the situation to-day, the facts and the condi-
tions that produced them. Judge Lindsey pleads
for wisdom and plain speech. He continually avows
his belief in all that has been held most dear in the
teachings of the past. He believes also with his
whole heart in the young people, of whom he has led
so many into rescued lives of happiness for them-
selves and others,

Because passion and eyil are always with us, and
youth always has been impatient of control and eas-
ily led astray, he pleads for restraint that shall rest
upon knowledge as well as affection. The founda-
tion of sound morals as well as of civilization is in
the acceptance of truth; and truth to be convincing
must give evidence of knowledge of the facts. Fear
of them is as demoralizing as ignorance. Youth was
never fuller of promise, never more buoyant, never
abler than it is to-day. The call of the hour is for
a wisdom that will guide the life of the community
and be of that promise a guaranty.
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The Uses, by Societies, of Money to Procure
and Enforce Laws.

We often consider blocs, classes and sectiong, in
a study of the origin of our laws, and ask ourselves,
as citizens, is this the proper way to secure laws that
should be obeyed by all the people? There is but one
answer; and yet classes and sections continue their
selfish activities and no way appears to stop them.
We have all sorts of gatherings for the promotion of
the interests of these minor subdivisions of our so-
- cial and political fabric—very few in the making of
laws in the interest of all the people. Somewhere a
demand springs up for some specific want, and
straightway a political faction is formed to procure
it.. Farmers want this, workingmen want that,
teachers want something else—miners, manufactur-
ers, lawyers, doctors, each have a desire peculiar to
themselves. As agitation goes on the specific want
is made to do duty for some general need. The par-
ticular becomes the general—is not agriculture pri-
mal, is not education imperative—can we exist with-
out a prosperous farming industry—can we prop-
erly train our youth without an educational system
co-ordinated in a Department of the national Gov-
ernment?

It is not to be doubted that as long as we tacitly
recognize these methods as right, we will continue to
have many laws. And if we could wait for g crystal-
lization of public opinion that demands general
laws, laws that apply to all the people irrespective
of class or section, we would have few laws. And
we would have more of harmony in our social and
vocational and business life. As it is, section and
class seek first selfish aggrandizement. For we
have been swept along, unconsciously, perhaps, to a
belief that government and law are intended to help
the weak, to do for men that which they cannot do
for’themselves, to make poor men rich and to bring
prosperity where energies and resources have failed.
We have prostrated ourselves at the feet of the
throne of political power. We are bending the knee
before our own servant. We no longer demand that
Government keep its hands off oup individual per-
sonal affairs. 'We pray for the laying on of hands
that we may be healed.

Yet there is another feature of this ‘anomalous
situation to which we have so far given scant con-
sideration. This is the social and factional organi-
zations that are brought into being to secure the im-
position of an ideal, a custom, a moral, upon all the
people by means of a law. And it is a matter of re-
gret that some of our most respected social organi-
zations are engaged in this Very work. The truth is
brought home to us by the investigation of the use
of funds in the late primaries in Pennsylvania. 1t
has been shown that certain organizations not only
collect and expend money in primaries and elections
to elect men friendly to the purposes of these organi-
zations, but to secure the passage of laws, and even
worse than this, to aid in the enforcement of laws
after they are enacted. To cite one example only,
that a social society actually paid the salary of a
district attorney when State funds for that purpose
were exhausted.
~ There is an old saying of wide import to the effect
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that “money talks.” If a small coterie of citizens
(small compared to the mass) seeking a law can
spend money in elections to secure it and afterward
spend money to enforce it, we are compelled to ad-
mit, in so far as any one instance applies, that we
live under the tyranny of militant minorities. © Our
Government is no longer a representative one, it is
not even a pure democracy. It is an institution in
the hands of zealots who use it for the purpose of
coercion. It becomes an agency for enforcing the
ideas and ideals of the few. The ancient right to
“life, liberty and the pursuit of happiness” becomes
obsolete. Societies that have mo political power,
that have no lawful existence, responsible to no one,
or class, but themselves, become our rulers. Using
money, though openly, they threaten the general
welfare by their unregulated activities.

We say this is a regretful condition of affairs, for
in their intent and membership these organizations
are often worthy. They are so carried away in their
zeal for reform, as they see it, that they thus stoop
to conquer. Itis said of at least one of these organi-
zations that it accepts the principle of fighting the
devil with fire, that is, willing to do a wrong that
good may follow. But other citizens deny that the
object sought is a good. Thus we have small bands
of citizens, in themselves without criticism, lending
themselves to questionable methods, that they may
lift up the life of the people by fastening upon citi-
zens conduct they believe righteous. A representa-
tive republican government cannot exist, and in fact
does not exist, under this regime. Unity, peace, lib-
erty, cannot exist at the dictation of the organized
few. And money so used is used wrongfully.

In the nature of things these social orders must
find their theories in conflict. They must needs
look upon men not in their capacity as citizens but
as individuals who ought to be taught and forced to
live according to schedule. What has any one of
these independent social entities to do with citizen-
ship? They are not the law or the Government.
They have no fundamental right to become the law
or the Government, which they do become, when, by
the use of money, orpropaganda, orlobbying, or what
not, they force upon all the people a law which
originally had no promoters but themselves, and
which the people in general suffer to be enacted
through ignorance or indifference.  And when they
undertake to supplant the Government as the en-
forcing agency of the people they not only corrupt
it, but they render it a subservient tool, too frail to
resist and fit only for ridicule and contempt.

Sometimes the wonder is that our Government
lives. A thing of drives and spurts of frenzied fac-
tional endeavor, a patchwork of laws and boards and
commissions, a seething cauldron of political parti-
sanship, -it still pursues a stately course and is a
magnificent emprise. But we are awaking. to the
truth that some time these rapid changes, these hot-
house laws, these forcing societies, these sporadic
and selfish-uses of money, must-cease, or we will be
mere puppets in their toils. Individualism cannot
always survive these attacks. Liberty .cannot live
that is constricted by selfish laws. What each man
thinks and believes, what he strives and- works for,
he has no right to force upon others.. The individual
is also a citizen, but the citizen is not, eonversely
and-equally, an individual. The vcitizen has taken
on a new purpose—to guard the individual rights of
all men that they may become and be citizens,
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Railroad Gross and Net Earnings of United States for May

Earnings of United States railroads, both gross
and net, continue to make very gratifying exhibits.
Our compilation this time covers the month of May,
and with the exception of the return for the month
of March, when comparison was with diminished
totals a year ago, the showing is the best of any
month of the year thus far. The anthracite car-
riers are now registering substantial gains where
earlier in the year they suffered heavy losses because
of the strike in the anthracite regions, which was
not definitely terminated until Feb. 18. In those
parts of the West where crop shortage of one kind
or another last season has served to reduce grain
tonnage the present year, this circumstance is be-
coming an item of diminishing importance as we
approach the time for the new season. In the South-
west some change, due to the better outlook for the
new season, is already manifest. The winter wheat
harvest in Kansas, Oklahoma and Texas, the present
year, is certain to be immensely larger than the very
short yield of 1925. As affording an idea of the con-
trast in that respect, the report of the Agricultural
Bureau at Washington, issued in June, and indi-
cating the prospects for the current season, pointed
to a wheat crop the present year of 62,730,000 bush-
els in Oklahoma against an actual harvest of only
28,282,000 bushels in 1925 ; a crop of wheat in Texas
of 31,479,000 bushels, as against an actual yield of
no more than 6,552,000 bushels last year, and a win-
ter wheat crop in Kansas of 133,172,000 bushels, as
against only 74,750,000 bushels in 1925. Of course
none of this new wheat had begun to move in May,
and as a matter of fact there was very little move-
ment of new wheat even in June. But the assurance
of such a greatly improved production, as compared
with the very poor yield of 1925, served to stimulate
general trade in those sections as early as May, and
this played its part in adding somewhat to the gen-
eral merchandise traffic in that part of the country.

As far as the great manufacturing sections of the
country are concerned, business has unquestionably
slackened somewhat in recent months, but the slack-
ening has been far less than that experienced in 1925
and of course there has been nothing even remotely
akin to the tremendous slump in business which
occurred in 1924, the year of the Presidential elec-
tion, when such momentous issues were at stake.
Speaking generally, business the present year was
better than last year and far better than in 1924,
but not up to the record proportions of 1923. And
this remark applies particularly to the railroads in
the big manufacturing districts of the United States
in the territory between the Mississippi River and
the Atlantic seaboard and north of the Ohio and the
Potomac. The year 1923 was a record-breaking one
for this large body of roads, and notwithstanding
the improvement established in 1925 after the col-
lapse of 1924 and the further improvement estab-
lished in 1926, this important body of rail lines has
not yet got wholly back to the record xflade in 1923
—certainly not as far as the gress earnings are con-
cerned, though in the matter of net earnings, owing
to the wonderful growth in operating efficiency, the
1926 totals are in some instances better even than
those of 1923. ;

The further gains in earnings now disclosed in
May are not of themselves of exceptional propor-

tions, but derive significance from the fact that they
follow improvement (even though equally moderate)
in the year preceding, too. In brief our compila-
tions show $28,515,298 gain in gross, or 5.85%, over
May last year, and $15,677,492 gain in het, or
13.89%, the augmentation in expenses having been
only $12,837,806, or 3.43%. In tabular form the
comparisons are as follows :

Month of May—

(187 Roads)—
Miles of road
Gross earnings
Operating expenses
Ratio of expenses to earnings.

Net earnings,

1926. 1925. Inc. (+) or Dec. (+).
236,833
$516,467,480
387,885,914
75.11%

$128,581,566

236,858
$487,952,182
375,048,108
76.86%

$112,904,074

0.00%
5.86%
3.43%

+815,677,492 13.89%

—25
+$28,515,298
12,837,806

As just stated, the present gains come after im-
provement last year, too. Our tabulations for May
1925 recorded $11,114,584, or 2.33%, increase in
gross, and $16,805,030 increase in net earnings, or
17.49%, to which the present year’s gains are there-
fore additional. However, it is important to bear in
mind that these increases for 1926 and 1925 follow
tremendous decreases in 1924 and hence constitute
merely recovery of what was then lost. Our statement
for May 1924 showed no less than $70,476,133 falling
off in the gross and $30,448,063 falling off in the
net. The gain in gross in the two years since then
has been but little more than half this large loss for
1924, but in the net the increases for 1926 and 1925
combined somewhat exceed the falling off in net at
that time. In other words, operating efficiency has
brought the net up to the point where they are
larger than ever before, which is at once the striking
feature and the encouraging feature in the entire
course of railway net income at the present time.

With reference to the big losses in earnings sus-
tained in 1924, of which only a portion, at least in
the gross, has been recovered in 1925, it seems proper
to recall that these losses followed prodigious gains
in the year preceding—that is in May 1923, when the
totals, as already stated, were of exceptional size.
In May of that year the roads were in enjoyment of
an unexampled volume of traffic, and our compila-
tions showed an addition to the gross (as compared
with the preceding year) of no less than §97,510,-
054, or 21.77%, and an addition to the net in the
sum of $32,573,715, or nearly 35%. But admitting
the existence of exceptional prosperity at that time,
it is equally plain that in 1924 the roads once more
passed to the other extreme, and had to sacrifice
practically all they had then gained. Of the $97,-
510,054 increase in gross in May 1923, $70,476,133
was lost in May 1924, and of the $32,573,715 im-
provement in net no less than $30,448,063 was lost.
Of the loss in the gross, $39,629,882 has now been
recovered in 1925 and 1926, and in the net more than
the whole of the 1924 loss has been made good.

In the net earnings, therefore, these rail carriers
in 1926 have not only got back to their 1923 record
figures, but speaking of them collectively, have been
able slightly to exceed that record. This gives re-
newed emphasis to what we have said on previous
occasions, that through control of their expense
accounts, which was destroyed during the period of
Government operation, the carriers have vastly im-
proved their position since 1920, when they were still
suffering so seriously from the demoralization pro-
duced by Government control of their affairs. In
brief, they have kept enlarging their net year by
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year and the 1923 gains which were almost entirely
lost in 1924, have been more than recovered in 1925
and 1926, and were simply the topmost of a series of
improvements that began long before 1923. Thus in
May 1922, when business revival had already begun,
but when the carriers suffered a very notable reduc-
tion of their coal tonnage by reason of the strike at
the unionized coal mines then prevailing throughout
the country (coal loadings then having fallen off
47.4% as compared with May of the year before)
there was only a very small improvement in the
gross earnings—only $4,069,751, or less than 19%—
but there was at the same time a contraction in ex-
penses of $23,995,177, and this brought about an aug-
mentation in the net in amount of $28,064,928, or
roughly 439%. There was improvement also in the
net in the year preceding (1921), though gross at
that time was declining, owing to the collapse in
trade. The decrease in the gross then was $13,214,-
331, but it was accompanied by a reduction in ex-
penses of $58,054,141, thus leaving a gain of $44,839,-
810 in the net earnings. The loss in the gross at
that time was only 2.899%, which, of course, failed
to reflect either the great falling off in traffic or the
extent and magnitude. of the depression in trade
under which the country was then laboring, the rea-
son being that railroad rates, both passenger and
freight, had been advanced and the added revenue
from the higher rates served to that extent to offset
the loss in earnings resulting from the shrinkage in
the volume of traffic. Contrariwise, the saving in
expenses then achieved was effected in face of higher
wage scales, the Railroad Labor Board having the
previous summer awarded a 209 increase to the em-
ployees, at the same time that the Inter-State Com-
merce Commission granted the carriers authority to
put into effect higher rate schedules for passengers
and freight. Had business and traffic remained
normal, the higher rate schedules would, according
to the computations made at the time, have added
$125,000,000 a month to the gross revenues, and the
higher wage schedules would have added $50,000,000
amonth to the payroll of the carriers, as was pointed
out by us at the time.

On the other hand, in any attempt to appraise cor-
rectly the big reduction in expenses effected in 1922
and 1921, and the steady improvement in operating
efficiency since then, the fact should not be over-
looked that, as a result of the antecedent prodigious
increases in the expenses, net earnings in 1920 had
been reduced to very low levels. High operating
costs had been a feature of the returns for many
years preceding, and it so happened that in May 1920
the so-called “outlaw” strike, which had served so
seriously to interfere with railroad operations the
previous month, continued with greatly aggravated
consequences. In these circumstances, it was no
surprise to find that although gross earnings in-
creased $38,629,073 over the amount for May of the
previous year, the augmentation in expenses reached
no less than $61,001,464, leaving a loss in net of
$22,372,391.

But, as already stated, the 1920 decrease in net
was merely one of a series of losses in net that had
been continuing through successive years. As indi-
cating how expenses had been mounting up, it is only
necessary to note that in May 1919, though gross
earnings increased as compared with 1918 in amount
of $35,132,305, the augmentation in expenses
reached $69,091,093, leaving a diminution in the net
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of $33,958,788. Similarly for May 1918 our com-
pilations registered $31,773,655 increase in gross,
but $14,459,024 decrease in net, owing to an increase
of $46,232,679 in expenses. For the three years com-
bined, therefore, the loss in net for this single month
was $70,790,203, in face of an increase in gross earn-
ings of $105,535,033. Expenses in the three years
for this month increased $176,325,236. Even prior
to 1918 rising expenses were a feature of the re-
turns, though, not, of course, to anywhere near the
extent which subsequently developed. In the fol-
lowing we show the May comparisons for each year
back to 1906. We give the results just as registered
by our own tables each year, though in 1908 and
prior years a portion of the railroad mileage of the
country was unrepresented in the totals, owing to
the refusal at that time of some of the roads to fur-
nish monthly figures for publication.

Gross Earnings. Net Earnings.

Year | Year Increase or Year Year

] Increase or

. $ s $ s s s
_115,304.506'105,787,062 +9,517,444| 34,414,213 30.946.848‘ +3,467,365
~|144,267,760 121,074,984(+23,102,776| 43.765.836| 37.319.200| --6.446.546
133,680,5%| 5172,218,4/97—38,537,042 38,076,927 50,022,6/78—12,845,7

~271196,826,686 170,600,041/ +26,226,645| 64,690,920| 49,789,800/ 14,901,130

~1230,033,384 198,049,990/+ 31,983,304’ 70,084,170 64.857.343| -5 226 827
~1226,442,818 231,066,896| —4.624.078 69.173.574| 70,868,645 —1.695.1 7

- -1232)220,364 226,184,666| +6,044,608 66.035.597| 68,488,263 —2.452.666

3 ___[263,496.033 232,879,970|+30.616.063 73.672.313

~|239,427,102265.435,022—26.007,920 57.628.765
244,602,738 243,367,953 1,324,785 71,958,563| 57,339.166|+14.619.397

~308,029,096 244,580,685+ 63,448,411 105,508.255| 71,791,320 33,806,935

7 _27|353,825,032 308,132,969|+45,692,063 109,307,435105,782.717| -3.524.718

-1374,237,007342,463,442/4- 31,773,655 91,995,194/106,454.218 —14.450 024

~-1413190,468 378,058,163 35,132,305 58.293,249

~-7|387,330,487,348,701,414|+ 38,629,073 28,684,058
--1444,028,885457,243.216/—13,214,331 64,882,813 20,043,003 -+ 44.839 810
-|447,200,150 443,229,399| 44,069,751 92.931,565| 64,866,637 28,064,928
545,503,898 447,993,844 497,510,054 126,173,540| 93,599,825 32,573,715

476,458,749 546,934,882 —70,476,133 96,048,087/126,496,150 —30,448,063
-|487,664,385/476,549,801/- 11,114,584 112,859,524 96,054,494/+ 16,805,030

1926 -..516,467,480.487,052,182128,515,298 128,581,566 112,904,074|4-15,677,492

Note.—Includes for May 96 roads in 1906, 92 in 1907; in 1908 the returns were
I oS it e 0, B s S st W B
i 0 b it St ol ms i o e St
{n 1926, 236,833. .

The most gratifying feature of the gains the pres-
ent year in May is that they are so uniform in char-
acter, coming from all classes of roads and from all
sections of the country. While decreases in the case
of the separate roads and systems are by no means
lacking, they are of consequence only in those few
instances where low temperatures and the back-
wardness of the season constituted an important
adverse feature. In the gross the losses running in
excess of $100,000 are contributed only by such
roads as the Duluth Missabe & Northern, the De-
troit Toledo & Ironton, the Bessemer & Lake Erie,
the Duluth & Iron Range, the Maine Central and
the Duluth South Shore & Atlantic, and three of the
same roads appear also among the important de-
creases in net earnings. The names of the roads
make it apparent at once that the late opening of
navigation on the Great Lakes must have been
mainly responsible for the shrinkage in revenues.
Aside from the roads mentioned, gains in earnings
both gross and net, are found nearly everywhere, at
least in the case of the larger systems, and many of
these gains are of large magnitude. The Pennsylva-
nia Railroad on the lines directly operated east and
west of Pittsburgh reports $3,153,183 increase in
gross and $1,888,407 increase in net, which comes
after $2,385,965 increase in gross and $1,516,361 in-
crease in net in May last year. The New York Cen-
tral has added $1,146,964 to gross and $576,158 to
net this year, following $1,058,910 increase in gross
and $514,413 increase in net in May last year. For
the whole New York Central System, including the
various auxiliary and controlled roads, the result
the present year is a gain of $2,523,399 in gross and
of $1,196,779 in net, after $1,891,285 increase in

66,499,916 +-7,172,397
73,385,635—15,756,870

92,252,037|—33,958,788
51,056,449 —22,372,391
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gross and $1,382,590 increase in net in the same
month of 1925. The Baltimore & Ohio has also done
well, reporting $1,571,079 addition to gross and
$819,446 addition to net, following $327,389 gain in
gross, though $81,921 decrease in net a year ago.
As a matter of fact, however, as already indicated,
nearly all the more important roads and systems are
able the present year to show substantial improve-
ment in gross and net alike. In New England, the
New Haven road is a good illustration, with $513,-
636 increase in gross and $350,988 increase in net.
In the South all the prominent systems, like the
Louisville & Nashville, the Atlantic Coast Line, the
Southern Railway and the Seaboard Air Line, are
distinguished for the extent of their improvement,
while in the Southwest the rule is much the same,
though here there are some minor roads which have
fallen behind, either in gross or in net, or in both
combined, while the great transcontinental lines and
also the Northwestern roads belong in the same
category. As instances, the Atchison has added
$1,223,694 to its gross and $1,085,189 to its net; the
Union Pacific $1,344,181 to gross and $257,866 to
net; the Southern Pacific $1,301,647 to gross and
$1,390,625 to net; the Missouri Pacific $366,074 to
gross and $247,344 to net; the Burlington & Quincy
$743,474 to gross and $187,137 to net and the Mil-
waukee & St. Paul $615,922 to gross and $1,039,475
to net; the Chicago & North West $1,319,782 to gross
and $96,712 to net, and the Northern Pacific $486,-
094 to gross and $368,962 to net. The Great North-
ern, on the other hand, which must have suffered a
diminution of its ore traffic to the upper lakes,
reports only $5,391 increase in gross with $85,332 de-
crease in net. The St. Louis & San Francisco has
added $100,510 to its gross, but has a trifling de-
crease in net. In the following we show all changes

for the separate roads for amounts in excess of $100,-

000, whether increases or decreases, and in both

gross and net: _
PRINCIPAL, CHANGES IN GROSS EARNINGS FOR MAY.

Increase.

Denver & Rio Gr West.-
Hocking Valley

Increase.
a$3,153,183

Pennsylvania
1,577,018

Norfolk & Western._

Increase.

Hocking Valley

Chicago Great Western.
Chicago Burl & Quincy _ _
Buffalo Rochester & Pitts
Jolorado & Southern (2)
Pere Marquette_

Jentral Vermon

C C C & St Louis

Long Island ¥
Grand Trunk Western.__
Internat Great Northern
Minn St P& S S M___

Increase
$111,688
109,809

$16,824,734

Decrease.
Duluth Missabe & North
Detroit Toledo & Ironton
Erie (3
Gulf & Ship Island . -
Alabama & Vicksburg....

Maine Central 103,58

Baltimore & Ohio___
Union Pacific (4)
Chicago & North Western
Southern Pacific (7&

Atch Top & 8 Fe (3)
New York Centra
Southern Railway._
Michigan Central . .
Atlantic Coast Line
Chicago Burl & Quincy . .
Chesapeake & Ohio
Louisville & Nashville. _ .
Chicago Milw & St Paul.
Chicago R I & Pacific (2)
N Y N H & Hartford. .-~

Seaboard Air Lin

O O C & 8t Louis
Buffalo Rochester & Pitts
Illinois Central

Missouri Pacific

Central of New Jersey .-

Pere Marquette
Elgin Joliet & Eastern. ..
Central of Georgia

N O Texas & Mex (3) ---

1|Minn St Paul & SS M___

Internat’l Great Northern
Virginian

Del Lack & Western
Oolorado & Sou (2)-
Boston & Maine

3|Grand Trunk Western. .
7 | Texas & Pacific

Western Maryland
Wabash

Erie (3)

Chicago & Eastern 111~
Delaware & Hudson...-
Chicago Great Western.--

5|ChicSt P M & Om._.
4 | Norfolk Southern. ..

St Louis-San Fran (3 -
Total (70 roads)

Dul Miss & Northern. ...
Detroit Toledo & Iront. .-
Bessemer & Lake Erie__ .
Duluth & [ron Range._ ..
Maine Central

Total (6 roads)

120,574
100,510

$27,785,762
D

ecrease,
$583,464
161,197

108,
104,528

$1,223,418

Note.—All the figures in the above are on the basis of the returns filed

with the Inter-State Commerce Commission.

‘Where,

however,

these

returns do not show the total for any system, we have combined the sepa-
rate returns so as to make the results conform as nearly as possible to those
given in the statements furnished by the companies themselves.

a This is the result for the Pennsylvania RR. (including the former
Pennsylvania Company, the Pittsburgh Cincinnati Chicago & St. Louis,
and the Grand Rapids & Indiana).

b The New York Central proper shows $1,146,964 increase. Including
the various auxiliary and controlled roads, like the Michigan Central, the
“Big Four,” &c., the whole going to form the New York Central System,
the result is a gain of $2,523,399.

PRINCIPAL CHANGES IN NET EARNINGS FOR MAY.
Increase. Increase.

< ---a$1,888,407
Pennsylvania_ - - 31 Freinidh

folk & Wester —
g)cgtﬁem Pacific (7)----
Atch Topeka & S Fe) 3)
Chicago Milw & St Paul
Baltll;noreR& Ohio

thern Ry
(SJ‘;l%sa eake & Ohio- .-

ork Cﬁgtrg‘l,me

isville & Nas o=
g‘l);ixézsxgo R I & Pac (2)--
Michigan Cenjral

Northern Pacific

Boston & Maine

Central of New Jersey. .
N Y N H & Hartford-_.
Del Lack & Western_...
6 | Lehigh Valley

6 | Union Pacific (4

5 | Elgin Joliet & Eastern_.
Missouri Pacific_._
s s
466,367 ’
215,558

453,542 | Delaware & Hudson____

Chicago St P Minn & Om 6 i yeT
I\auﬁzts City Southern___ 112,651} Total (8 roads) $1,315,509
, a This is th'e result for the Pennsylvania RR. (including¥the former
Pennsylvania Company, the Pittsburgh Cincinnati Chicago & St. Louis and
the Grand Rapids & Indiana)
b These figures merely cover the operations of the New York Central
itsclf.‘ Including the various auxiliary and controlled roads, like the Michi-
gan Central, the “‘Big Four,”

&c., the result is an increase,of $1,196,779.

Arranging the roads now in groups, or geograph-
ical divisions, according to their location, we find
further evidence of the general and widespread
character of the improvement in both gross and net
earnings. In gross and net alike every group and
every district shows improvement as compared with
a year ago, the gains being heaviest and most pro-
nounced in the Pocahontas region (embracing the
Norfolk & Western, the Chesapeake & Ohio and the
Virginian) as regards the gross and the same group
in the net, together with two divisions of the West-
ern District, namely, the Northwestern region and
the Central Western region. Our summary by
groups is as follows. We now group the roads to
conform with the classification of the Inter-State
Commerce Commission. The boundaries of the dif-,
ferent groups and regions are indicated in the foot-
note to the table:

SUMMARY BY DISTRICTS AND REGIONS.
District and Region. Gross Earnings
May— 1925.  Inc. (+) or Dec. )

Eastern District— 19’;’6. s %
21,875,632 -+727,070 z 3.32¢

New England Region (10 roads) 22,602,702

Great Lakes Region (33 roads)._.___ 97,081,903 92,726,521 4,355,382 § 4.70

Central Eastern Reglon (30 roads)..122,844,720 115,739,166 7,105,554 & 5.75
230,341,319 12,188,006 5.30

Total (73 roads) 242,529,325

Southern District—
Southern Region (31 roads)
Pocahontas Region (4 roads)

Total (35 roads)

Western District—
Northwestern Reglon (18 roads) 58,241,190
Central Western Region (23 roads)___ 78,008,254
Southwestern Region (38 roads) 44,134,362 42,752,971

Total (79 roads) -180,383,806 171,105,090 9,278,716

Total all districts (187 roads) 516,467,480 487,052,182 +-28,515,298
District & Region— ——Mileage— Net Earnings
May— 1925. Inc. (+) or Dec. (—)
1925. S 7

Eastern District— 1926. o
New England Reglon 7,479 7,647 4,577,712 +904,331 19.75
Great Lakes Reglon 24,027 24944 24,171,326 2,397,531 lggé

Cent. East, Reglon. 26,957
11.86

4,545,086
2,503,490

47,048,576
+2,604,847

45,292,478
1,381,391

70,310,161
23,244,188

93,554,349

65,765,075
20,740,698

86,505,773

6.92
12.07
8.15

4.69
7.28°
3.23
5.43

5.85

55,636,343
72,715,776

1926,
S
5,482,043
26,568,857
31,546,108

63,597,008

3,440,730
-+6,742,592

26,954
59,545

28,105,378
56,854,416

Southern District—
Southern Region...
Pocahontas Region_

41,247,097 7.83
42,282,883 36.44

43,529,980 16.20
+-1,472,771

+3,260,106
+672,043

38,494 38,526
5,654 5,547

44,073
48,718

50,916
33,606

15,522,619
6,265,845

21,788,464

16,769,716
8,548,728

25,318,444

Western District—
Northwest'n Region 48,645
Cent. West. Region 51,006
Southwest'n Region 33,771

13.62
22,88
7.33

12,284,904
17,544,599
9,836,611

10,812,133
14,284,493
9,164,568

133,422 133,240 39,666,114 34,261,194 . 45,404,920 15.78

Total all districts. 236,833 236,858 128,581,566 112,004,074 +15,677,492 13.89

NOTE.—We have changed our grouping of the roadsto conform to the classifica-
tion of the Inter-State Commerce Commission, and the following indicates the
onfines of the different groups and regions: .

EASTERN DISTRICT.

New England Reglon.—This region comprises the New England States.

Great Lakes Reyion.—Thls reglon comprises the section on the Canadian boundary
between New England and the westerly shore of Lake Michigan to Chicago, and
north of a line from Chicago via Pittsburgh to New York.

Central Eastern Reglon.—This region comprises the section south of the Great
Lakes Region, east of a line from Chicago through Peoria to St. Louis and the
Mississippi River to the mouth of the Ohio River, and north of the Ohlo River to
Parkersburg, W. Va., and a line thence to the southwestern corner of Maryland
and by the Potomac River to its mouth,

SOUTHERN DISTRICT.

Pocahontas Reglon.—This region comprises the section north of the southern
boundary of Virginia; east of Kentucky and the Ohio River north to Parkersburg,
W. Va., and south of a line from Parkersburg to the southwestern corner of Maryland
and thence by the Potomac River to its mouth.

Southern Region.—This region comprises the section east of the Mississippl River
and south of the Ohlo River to a point near Kenova, W. Va., and a'line thence
{oll&wlgs,;lthcneastem boundary of Kentucky and the southern bouhdary of Virginia

o the Atlantic.

WESTERN DISTRICT.

Northwestern Reglon.—This region comprises the section adjoining Canada lying
west of the Great Lakes reglon, north of a line from Chicago to Omaha and thence
to Portland and by the Columbia River to the Pacific. -

Central Western Region.—This region comprises the section south of the North-
western region, west of a line from Chicago to Peoria and thence to St. Louls, and
north of a line from St. Louis to Kansas City and thence to El Paso and by the
Mexican boundary to the Pacific. .

Southwestern Region.—This reglon comprises the section lying between the Mis-
sissippl River south of St. Louls and a line from St. Louls to Kansas City and thence
to El Paso and by the Rio Grande to the Gulf of Mexico.

The grain movement over the Western roads was
on a somewhat smaller scale than a year ago. The’
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receipts of corn, oats and barley at the Western pri-
mary markets were somewhat heavier, but there was
a substantial falling off in the movement of wheat
and of rye, the receipts of wheat for the four weeks
ending May 29 having been only 15,038,000 bushels,
as compared with 16,710,000 bushels in the corre-
sponding four weeks of 1925, and the receipts of rye
but 1,187,000 bushels, as against 3,251,000 bushels.
TFor the five cereals combined the receipts for the
four weeks were 42,066,000 bushels, as against 44,-
024,000 bushels for the corresponding four weeks of
last year. The details of the Western grain move-
ment in our usual form are shown in the table we
now present:

WESTERN FLOUR AND GRAIN RECEIPTS.

4 Weeks Ended Flour. W heat. Corn. Oats.
May 29. (Dbls.) (bush.) (bush.) (bush.)

1,871,000 2,906,000 2,723,000
3,190,000 3,352,000 2,642,000

380,000 152,000 624,000
103,000 224,000 1,001,000

1,334,000 1,687,000 2,314,000
1,718,000 1,769,000 2,596,000

489,000 205,000 535,000
392,000 136,000 615,000

43,000 40,000 85,000
62,000 15,000 76,000

75,000 1,548,000 652,000
100,000 1,291,000 474,000

3,266,000 6,000 2,430,000
4,355,000 40,000 88,000

4,141,000 290,000 1,219,000
2,843,000 302,000 1,351,000

1,764,000 1,245,000 191,000
1,776,000 955,000 366,000

831,000 1,780,000 858,000
1,033,000 1,783,000 1,490,000

102,000 140,000 186,000
102,000 173,000 184,000

391,000 1,034,000 86,000
519,000 558,000 88,000

351,000 198,000 6,000
517,000 200,000 16,000

Barley.
(bush.)

629,000
293,000

811,000
676,000

813,000

1,440,000

306,000

192! 156,000
Kansas Clty—

1926 cccue

1,600,000
1,517,000

Flour.
(bbls.)

15,038,000
16,710,000

Wheat.
(bush.)

11,231,000
10,798,000

Corn.
(bush.)

11,909,000
10,987,000

Oats.
(bush.)

6,138,000 38,964,000 15,494,000
8,695,000 35,755,000 18,710,000

1,321,000 4,855,000 3,804,000
1,046,000 4,564,000 5,183,000

9,104,000 10,215,000 13,780,000
12,839,000 10,803,000 15,637,000

2,571,000 2,232,000 1,968,000
2,032,000 1,562,000 2,390,000

2,701,000 1,187,000
2,278,000 3,251,000

Barley. Rye.

(bush.) (bush.)
2,960,000
3,487,000

3,479,000
4,740,000

266,000
156,000

8,000
2,000

461,000
2,901,000

419,000
575,000

217,000
26,000

88,000
68,000

2,133,000
2,152,000

Flour.
(bbls.)

Wheat.
(bush.)

297,000
531,000

500,000
535,000

11,581,000
13,272,000

32,278,000
27,833,000

11,426,000
11,067,000

4,401,000
6,403,000

911,000
673,000

2,106,000

Corn.
bush.)

336,000
176,000

10,836,000
9,518,000

46,000
401,000

4,397,000
10,355,000

9,430,000
10,786,000

15,355,000
14,770,000

1,046,000
2,254,000

4,950,000
4,375,000 512,000

1,182,000 237,000
1,413,000 188,000

Oats.
(bush.)

436,000
661,000

3,835,000
4,175,000

6,776,000
3,020,000

9,352,000
12,050,000

1,938,000
2,807,000

5,622,000
8,726,000

1,224,000
1,324,000

868,000

Barley.
(bush.)

3,000
38,000

681,000
390,000

Rye.
(bush.)

94,000
113,000

22,000
23,000

2,916,000
4,158,000

1,883,000
1,502,000

-- 1,097,000
404,000
938,000

6,501,000
6,863,000

2,857,000
3,058,000

8,990,000 85,491,000 103844,000 65,334,000 14,321,000 6,102,000
9,341,000 91,360,000 106732,000 75,383,000 16,641,000 9,374,000

As to the Western live stock movement, the re-
ceipts at Chicago comprised 19,307 carloads in the
month of May 1926, as against 18,554 cars in May
1925, but at Omaha the receipts were only 7,841 car-
loads, as compared with 8,143 cars, while at Kansas
City the receipts were 8,237 cars, against 7,394 cars.

In regard to the cotton movement in the South,
the shipments overland in May 1926 were 63,513
bales, as compared with 29,004 bales in May 1925;
40,534 bales in 1924; 65,395 bales in 1923; 139,348
bales in May 1922; 224,354 bales in May 1921 ; 184.-
436 bales in May 1920; 211,617 bales in May 1919,
and 285,394 bales in May 1918, while the receipts at
the Southern outports in May the present year
reached 337,563 bales, as compared with 188,024
bales in May 1925 and 209,024 bales in 1924. The
complete details of the port receipts are given in the
table which follows: :

RECEIPTS OF COTTON AT SOUTHERN PORTS IN MAY AND FROM
JAN. 1 TO MAY 31 1926, 1925 AND 1924.

May.
1925.
52,528

Stnce Jan. 1.
Ports.

1924,

37,902
19,593
89,617
12,193

288
27,161

1926.

694,616
575,502
670,895
57,891
3,603
267,218

121,469
33,132
104,235/

1925.
909,663

Galveston
Texas City, &c-

1,830
70,536

517
13,066
188,024

337,563 209,540'2,528,46112.792,128'1.651.731

Economic Nationalism—Patriotism Gone Mad— The Delusion of

National Self Sufficiency

By HARTLEY WirnHErs, formerly Editor of “The Economist” of London.
[Copyrighted by the William B. Dana Company for the *‘Commercial

Patriotism is the most respectable of prejudices, and,
when it stimulates its possessors to noble action in times
of crisis, rises to the dignity of a splendid virtue, All the
more disastrous are its effects when it warps people’s minds
into doing things which are silly, from a mistaken belief
that they are conducive to the good of their country. When
once this process starts, it is almost as difficult to stop it
as a form of religious mania or a currency cure, Argument
is unheeded, because anyone who attempts to protest is
thereby convicted of being unpatrotic and therefore out of
court; and the only hope for a remedy is for the disease to
burn itself out or to produce so much pain that it kills itself.

At the present moment perverted patriotism of this kind
is largely responsible for the depression of international
trade which is holding back the recovery of Europe and of
most of the other economic areas, on the prosperity of
which we are all more or less dependent. The war made
nearly everybody patriotic in the countries that were di-
rectly or indirectly affected; during the war period this
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patriotism was generally magnificent, especially in the
early period, before the Governments, by inflationary fi-
nance, had encouraged those who stayed at home to enrich
themselves at the expense of those who were facing death
and incredible hardships at the front. Since the war patri-
otism has degenerated from the splendid spirit which made
men willing to give life and fortune for their country, into
a chattering bogey which tells us that it is wrong to buy for-
eign goods, and so prevents us from getting back to the old
system by which the interchange of goods between nations
enriched all the countries of the earth.

Even before the war the international division of labor
was obstructed by plenty of obstacles, but their number
and obstructiveness has been enormously increased by the
craving for economic self-sufficiency developed by the new
States that have come into being and by the increased
anxiety of the older States to tie trade up in red tape bands,
so that it may run, not along the channels through which
it would be directed by the convenience of producers and
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consumers, but into little stagnant pools dug by politicians
and bureaucrats. When we consider what a disastrous mud-
dle these well-meaning gentlemen have lately made of their
real job—which is providing us with peace abroad and
security and well-ordered life at home—their increased at-
tention to commercial questions does not promise hopefully
for the growth of wealth and prosperity.

Wealth and prosperity have been shown, both by theory
and practical experience, to depend largely on getting things
made by the people best qualified to produce them. This
statement is so platitudinous that one would hesitate to
waste paper by repeating it, were it not that it is ignored
by the present policy of most nations with regard to for-
eign trade,

The principle which it sets forth is followed as a matter
of course by every individual., Some few people sometimes
try to do things for themselves which could better be done
by others, usually paying heavily for the mistake. It is a
common saying that a man who is his own doctor has a fool
for his patient, and it is still more obvious that a man who
is his own tailor or builder or plumber has a fool for his
customer. The same principle applies with at least equal
truth to the nations, but is consistently ignored among them.
Countries which used to buy, for example, textile goods
from abroad, now obstruct their entry by high customs
duties and by the extension of vexatious customs formali-
ties which are almost equally obstructive, so that a textile
industry, artificially fostered and consequently expensive
and probably inefficient, may be developed at home, The
Tesult is, that the local population pays high prices for an
inferior article, and the goods which the restricting coun-
try used formerly to export have more difficulty in finding
a market. A few spoon-fed manufacturers make comfort-
able profits, the consumer—that is the unfortunate man in

2

T

the street, who is probably already fleeced to the bone by
the tax gatherer—has his cost of living screwed up, and the
real staple industries of the country, which used to sell
abroad the goods that it was best qualified to produce, in
exchange for textiles, languish because their market is nar-
rowed.

Such a policy, carried to its present height, is patriotism
gone mad; an dthe delusion on which it is based has already
appeared. This is the belief, which seems to be cherished
by those who obstruct foreign trade, that foreign goods
come in to be given away and consequently cause unemploy-
ment. In fact, of course, every pennyworth of them has to
be paid for by an equivalent export, produced by the work-
ers of the country which buys. When an Englishman buys
foreign goods, the foreign seller gets a sterling credit and
it is bound, ultimately (perhaps after traveling round the
world in the exchange market), to be spent in England on
something produced there. He is thus giving employment
at home just as much as if he bought British goods directly
and at the same time he is helping his country’s export
trade and incidentally increasing the volume of interna-
tional trade, and so promoting the interests of the sorely
depressed shipping and shipbuilding industries.

Fortunately, the policy of obstruction has its limits,
America is pre-eminent among the countries which put high
duties on imported goods and justifies her policy on the
ground of the high standard of life enjoyed by her working
classes, which would be imperiled—so it is argued—by the
competition of cheap goods from Europe. Nevertheless,
not only do imported goods climb in over the tariff wall, but
thousands of American tourists flock every year to Hurope
and spend there on traveling, hotel bills and other forms of
expenditure, sums that are estimated to aggregate over
£100,000,000 a year.

S st

THE STATE OF TRADE—COMMERCIAL EPITOME.
Friday Night, July 9 1926.

There is less wholesale business in this country, although
the sales in small lots make no bad showing in the aggre-
gate. People are not buying ahead. In the Southwest
trade is stimulated to some extent by the large receipts of
new crop wheat. Wheat has advanced 4 to 5c. as crop
prospects in Europe darken because of rains and floods, and
it is suspected that the worst is being concealed across the
water. Besides, the spring wheat crop in this country may
show a considerable decrease. The European demand for
North American wheat, largely for Manitoba, just now is
good, as Europe’s stocks are small. Corn is higher owing
to recent bad weather, though the prospects are now better.
Rye has advanced some 5 to 6c. in response to a Tise in
wheat and the menace to European crops of wheat and
rye of prolonged rains. European grain markets have been
rising. At Chicago it looks as though big operators there
and here have taken hold of the bull side again, largely
because of the gloomy foreign crop outlook.

Cotton has advanced over $5 a bale owing to reports of
the presence of the Mexican hopper flea in some half a
dozen States, especially in Texas and Louisiana and
more or less damage to cotton squares by it. It is feared
that it may be the prelude of worse damage by the weevil
later. Louisiana entomologists assert that the hopper is a
serious menace to the crop this season. However that
may be, speculation has revived, or at least is more active
than it has been for months past. Wall Street interests
were large buyers of October and December here to-day,
supposedly for the most part to cover, as the price swept
rapidly upward in a short market. Some Carolina and
other interests are said to be buying freely. The short
account, however, has been sharply reduced during the
week and there is no certainty as to just how much dam-
age the “hopper” pest has really done. Some reports assert
tfmt it has been much exaggerated. Meantime, however,
spot cotton” markets are rising sharply in this country,
England and Egypt, a very noticeable rise—35 to 65 points
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—occurring in Alexandria to-day. Worth Street, too,
shows more activity and Fall River is having a somewhat
better business, though it ig nothing large. North Carolina
textile reports are more or less contradictory, but on the
whole, if there is a slight improvement in the Charlotte
district, there is still large room for gain. In Lancashire
textiles a somewhat larger trade is reported, but the British
coal strike is still a drawback which it would be useless to
minimize. Wool has been quiet and the American Woolen
Co. has cut prices of its goods on the average about 10%,
the range being 7 to 15%. On some staple lines prices are
the lowest in four or five years, and in some others the
lowest for nine years in conformity with recent declines in
raw wool and economies in mill operations. There is only
a moderate business in silk goods. Raw silk has advanced,
but the trade balks at the higher quotations.

Coal has been quiet for the home trade, but 2,000,000 tons
of soft coal have heen sold to England since the British
coal strike began in May. Rubber has declined as tire
prices have been cut some 10%, and stocks in London mount,
Pig iron has been in fair demand and about steady. Some
of the steel mills are doing a very fair business for this
time of the year: in fact, in some cases rather liberal or-
ders are reported. In the Southwest the flour milling
business is said to be good. Building operations in June
showed a small increase, Mail order and chain store sales
in June were larger than those of last year. Coffee prices
have on the whole rather hesitated and the trade here ig
keenly watching the Brazilian Defense Committee, suspect-
ing that it may try to sell more freely on bulges, and doubt-
ing on the whole whether it can continue to dominate the
situation with a big crop ahead. Sugar has been rather
weaker of late after recent very heavy buying by refiners.
And however it may be explained, refiners’ new business is
not up to expectations; in fact, it is quite disappointing,
Yet the week here and in other parts of the country has
been warm, the temperature to-day at New York reach-
ing 88 degrees, the highest thus far this season, Foreign
sugar crops may show some decrease in the future and
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Europe may have to compete with the United States in buy-
ing Cuban sugar rather more freely than during the past
year. But there is always the chance that reports of
damage to foreign crops of sugar as of other products, are
more or less exaggerated. In any case the sugar market
here of late has been less active.

Commodity prices in general have recently declined for
the seventh month in succession. In other words, they are
moving towards the pre-war level, although the pace is very
slow. The furniture manufacturing business is still dull.
The oil industry is brisk. Stocks of crude petroleum are
the smallest since 1923, but gasoline production is up to a
new high, according to the latest figures, with a better
trade as the weather becomes more seasonable. The out-
standing facts in the business situation in the United
States is that aggregate transactions are of fair magni-
tude, although they are in small lots. The people are stick-
ing to the policy of buying in that way. They trust to
quick deliveries and they are not disappointed. Stocks have
been advancing in a busy market, latterly with railroad
stocks leading. It is regrettable to see that French and
Belgian francs and Italian lire have fallen to new low
levels during the week. Mussolini in Italy has felt it neces-
sary to do something looking to the stabilization of Italian
currency, but in the long run it is not politicians who regu-
late these things. It is immutable economic laws, and in
time it is hoped and believed that they will remedy the
matter. In the meantime the countries in difficulties
must balance their budgets and increase taxation of neces-
sary and thus show outside countries from which they may
wish to borrow that they are willing to help themselves,
and thus inspire confidence on the part of others. Bonds
have been in steady demand and call loans have latterly
. been at 4% %. French francs advanced to-day on rumors
that the English and French Lad reached some agreement
in the matter of the debt question. There is also a belief
that the stabilization of the French franc is not far off.
Say what they will about M. Caillaux, he seems to under-
stand the necessity of going to the root of the matter in
the problem of French finance.

Bxperts in dealing with France's financial problem urge
a balancing of the budget, relief of the Treasury and of
course the stability of the franc as the main objective, It
has dropped to a new low. It is also suggested that prompt
action on the debt to this country is desirable. Foreign
credits are recommended, with long-term loans, and ob-
viously an increase in direct taxation. This is going to the
core of things. The taxation should be increased and
should be made effective. Iconomy in Governmental ex-
penditure is also necessary. Also a stoppage of advances
by the Bank of Krance to meet new expenses. Inflation
should be checked. This is a rough idea of the financial
agenda. Of course it rests on the basis of common sense.
There is no mystery about finance in its broadest outlines.
It simply negatives the idea that two and two make more
than four. No juggling can make it five. In order to put
France on a sound financial footing the nation must con-
tribute needful sums to that end in the form of taxation
and render due help in floating bond issues,

Some urge the mills to stick to their curtailment schedule
through July and August, regardless of the better demand.
Fall River reported a better demand, though no more than
a fain business was done. At Saco, Me., the York cotton
mills, after a shutdown of two weeks, will reopen Monday
“with only 700 looms, some 900 draper looms being idle,
owing to light orders. In southern New Hampshire condi-
tions are better. The Goodall Worsted Co., whose mills at
Rochester and Kennebunk manufacture Palm Beach cloth,
are running overtime. The mills of the Kesar Falls, N. H.,
‘Woolen Co. are running behind orders for high grade
women’s goods. The Sandford mills, makes of Chase plush
and worsted linings, are working day and night shifts. The
Limerick mills are working day and night shifts on worsted
yarns, The rush has compelled them to begin building a
four-story 250-foot addition to the Limerick plant. At Roch-
ester, N. H,, the Old Colony Woolen Co. mills, which were
recently purchased by the Wyandotte Worsted Co. at a
receivers’ sale have begun operations and expect to be
running on women’s coatings and dress goods within a
week. Many improvements and renovations have been made
in machinery, buildings, ete. Picking, carding and spin-
ning rooms are in operation. Finishing will be done at
Waterville until the new plant is able to handle it. There
is some talk of starting a night shift later on. At Lancas-
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ter, 8. C., the Eancaster cotton mills were closed over July 4
and remained closed this week. The Newberry cotton mills
will resume operations on full schedule beginning July 5
and continue until Aug. 8, at which time a two weeks’ vaca-
tion will be given the employees. Charlotte, N. C., reported .
an unchanged curtailment situation, except that the July 4
holidays temporarily brought smaller production. At
Charlotte, N. C., the Southern Yarn Spinners’ Association
reports a larger inquiry from cotton consumers who are
said to be considering the making of forward commitments.
Birmingham, Ala., reports that all of the textile mills in
the leading centres of the State are being operated with
full day forces, while a few are working at night. There
is but little idle labor and no indications of strikes at any
mill town in Alabama.

The mills not only of the United States, but of England,
Germany and some other countries, continue to run on a
greatly curtailed basis. The Merchants National Bank of
Boston says prospect of possible largest supply of cotton on
record next season is holding up purchases of cotton, yarn
and cloth throughout the world. Mills of this country,
England, Germany and some other countries continue oper-
ating on greatly curtailed basis, with no early improve-
ment in sight. Brazilian banks are to aid the textile trades
of Brazil. The spinning mills of Czechoslovakia operated
at about 87% of their normal capacity during April, against
100% during March and 107% in April 1925. The jute crop
this year is large.

Sales of F. W. Woolworth Co. last month showed an in-
crease of more than 13% over June 1925. Five hundred
workers of three garment Shops in Jersey City went on
strike on the 8th inst. Garment workers here on strike
say they will fight to a finish,

It was warm here over July 3 and 4 and it rained on the
night of July 5 and the next morning. The maxXimum tem-
perature here on the 6th fell to 74, or 12 degrees lower than
on the same day last year, but the humidity was high after
the rain ceased, namely 75 to 80%, and it was very uncom}
fortable. In Chicago on the 5th it was 78, in Cincinnati
86, in Indianapolis 84, in St. Paul 82, in Kansas City 94..
Rains were very general in the South. Yet maximum tem-
peratures in some States were 100 to 107. It was 83 on
the 7th here and 82 on the 8th. In the far Southwest it
has been 100 to 108. To-day the heat rose to 88 degrees,
the highest thus far this summer, and four persons were °
prostrated, with the humidity 72 to 83. Cooler weather is
predicted for Saturday night. Yesterday it was 92 in Chi-
cago, Detroit and St. Paul, 88 in Cleveland, 86 in Cincinnati
and 90 at Kansas Oity.

General Industrial Activity in United States in June
12.69% Greater than Last Year—Electrical
Energy the Measure.

Industrial activity of the nation as a whole in June was
12.6% greater than in the corresponding month last year,
according to a survey made by the “Electrical World.”
The months of June and July are normally, it is pointed
out, the low months in industrial activity, but the present
year has failed to follow the past trend in seasonal activ-
ity. The rate of activity of general industry is based on the
monthly electrical energy consumption of some 1,700 large
manufacturing plants in various industries, scattered
throughout the country, ‘“Electrical World” reports. The
plants consume a total ef 6,000,000,000 kilowatt-hours of

energy a year.

The returns received indicate that in June general in-
dustrial activity for the entire country was 17.1% above
the average monthly rate for the past three years, this fig-
ure having been corrected for seasonal variation and
weighted in accordance with the importance of the various
industries. The fact that in June of last year general in-
dustry was operating at only 4.5% above the average
monthly basis for the past three years but intensifies the
prosperous condition of American industry to-day. Not-
withstanding many predictions to the contrary, manufac-
turing activity failed in many instances to show the nor-
mally expected seasonal decrease, and in some instances the
leaders actually reported a materially increased rate of ac-
tivity over May.

The metal industries.taken as a group and for the na-
tion as a whole reported activity in June as 81.0% above -
the average monthly for the past three years, as against .
8.7% in May and 7.7% in April. Although June activities
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aré normally the lowest of thé year, the manufacturing
plants in the metal industries which have reported their
enérgy consumption indicate a June consumption of 9%
gréater than that of May. In June of last year the
niétal industriés: were operating exactly at the average
monthly rate for the past three years.

‘While the rate of activity in the automotive industry in
Juie was under that of May, the decrease was not to the
eéxtent which would normally be expected. The leather,
stone, clay and glass industries reported improved condi-
tions in June, but activities in the lumber mills were under
those of the preceding month. The textile mills of the
country operated close to the estimated normal.

June Building Construction Volume Shows Only Slight
Decrease—Increase for Half Year.

The volume of building and engineering contracts declined
very slightly in June, according to F'. W. Dodge Corporation.
Construction contracts let during the month in the 37 states
east of the Rocky Mountains (which include about 919 of
the total construction volume of the country) amounted to
$547,792,400. The decrease from May 1926 was less than
1% and the decline from June of last year was 2%. The very
good showing for June of this year was to a considerable
extent, it is stated, due to increased activity in the Pittsburgh
district, which had last month its highest total so far this
year. The more important classes in last month’s building
record were: $237,724,900, or 43% of all construction, for
residential building; $98,200,200, or 18%, for public works
and utilities; $67,960,200, or 12%, for commercial buildings;
$54,514,700, or 109, for industrial buildings; $40,753,400,
or 7%, for educational buildings; and $17,036,600, or 3%,
for social and recreational projects.

New construction started in the 37 Eastern states during
the first half of 1926 reached a total of $3,113,158,500, as
compared with $2,748,694,800 in the corresponding period of
1925, the increase being 139,. The figure for the first 6
months of this year was also the highest on record for the

first six months of any year. The report continues as follows

Cotitémplated building and engineering work for the 37 eastern
states was reported in June 1926 to the amount of $807,281,800, being
2 pér cent above thé amount reported in May of this year, as well as
16 per cent above the amount reported in June 1925.

New York State and Northern New Jersey.
Juilding and engineering contracts were awarded during June to the
amount of $127,149,600 in New York State and Nort_hern New Jeersgy.
‘Thete was a decrease of 9 per cent from May of this year and an in-
crease of 4 per cent over June 1925. The more important items in the
June building record were: $70,938,200, or 56 per cent of all construc-
tion, for residential buildings; $18,349,200, or 14 per cent, for commer-
cial buildings; $10,274,300, or 8 per cent, for public works and utilities;
$8,323,500, or 7 per cent, for educational buildings; $8,101,500, or 6
per cent, for industrial buildings; and $5,340,000, or 4 per cent, for
social and recreational projects.

Constructional started in the district during the first half of 1926
reached a total of $895,979,600, as compared with $625,056,300 for the
corresponding six months of 1925, the increase being 43 per cent.

Contemplated new work reported for New York State and Northern
New Jersey last month amounted to $198,224,000, being a loss _of 2 per
cent frof the amount reported in May of this year, but a gain of 23
per cent over the amount reported in June 1925.

New England.

New England had $38,993,800 in contracts for new building and engi-
neering work last month. This was a drop of 18 per cent from May
1926 and of 9 per cent from June of last year. Analysis of June’s con-
struction record showed the following items of note: $18,168,000, or 47
per cent of all construction, for residential buildings; $6,175,400, or 16
per cent, for commercial buildings; $5,623,000, or 14 per cent, for
public works and utilities; $3,274,800, or 8 per cent, for educational
buildings; $1,804,000, or 5 per cent, for hospitals and institutions;
$1,666,000, or 4 per cent, for industrial buildings; and $1,175,000, or 3
per cent, for religious and memorial buildings.

The first six months’ construction total for the district was $210,-
413,800, which was a decline of only 1 per cent from the figure for
the corresponding period of 1925.

Contemplated construction projects were reported for New England
in June to the amount of $51,013,900. This exceeded the amount re-
ported in May of this year by 4 per cent, as well as the amount reported
in June 1925 by 21 per cent.

Middle Atlantic States.

The total volume of construction contracts let in the Middle Atlantic
States (Eastern Pennsylvania, Southern New Jersey, Maryland, Dela-
ware, District of Columbia and Virginia) during June amounted to
$53,067,000. This figure showed a decrease of 9 per cent from May
1926. However, there was an increase of 18 per cent over June of last
year. The month’s record included: $23,904,300, or 45 per cent of all
construction, for residential buildings; $9,261,800, or 17 per cent, for
public works and utilities; $6,458,500, or 12 per cent, for commercial
Buildings ; $5,849,500, or 11 per cent, for educational buildings; $2,727,-
800, or 5 per cent, for industrial buildings; $2,006,700, or 4 per cent,
for religious and memorial buildings; and $1,383,600, or 3 per cent, for
social and recreational projects. = J

The first six months’ construction total for the Middle Atlantic States
was $298,430,300, as compared with $2?6,799,400 in the corresponding
six months of last year, the increase being 8 per cent. =

Contemplated construction projects were reported for the district in
June to the amount of $93,456,700, which was a 6 per cent decrease

from the amount reported in May, 1926, but a 33 per cent increase
over the amount reported in June of last year.

Pittsburgh District.

Building and engineering contracts were awarded last month to the
amount of $95,061,300 in the Pittsburgh District (Western Pennsyl-
vania, West Virginia, Ohio and Kentucky). The above figure exceeded
May 1926 by 48 per cent, and June of last year by 51 per cent. Last
month’s record included the following items of importance: $30,192,000,
or 32 per cent of all construction, for residential buildings; $22,566,000,
or 24 per cent, for public works and utilities; $22,177,000, or 3 per cent,
for industrial buildings; $6,986,200, or 7 per cent, for commercial
buildings; $6,098,000, or 6 per cent, for educational buildings; and $2,-
258,900, or 2 per cent, for social and recreational projects.

Construction started in the district during the first half of this year,
amounting to $392,895,000, has decreased 5 per cent from the figure
for the corresponding period of 1925.

Contemplated construction planned for the Pittsburgh District, as re-
ported in June, amounted to $97,645,400, which was 37 per cent more
than the amount reported in June of last year. ’

The Central West.

The Central West (Illinois, Indiana, Iowa, Wisconsin, Michigan,
Missouri, Kansas, Oklahoma and Nebraska) had $146,639,000 in con-
tracts for new building and engineering work last month. This figure
showed an increase of 4 per cent over May of this year. However,
there was a decrease of 19 per cent from June 1925. Including in the
building record were: $59,141,700, or 40 per cent of all construction,
for residential buildings; $28,001,800, or 19 per cent, for public works
and utilities; $19,213,600, or 13 per cent, for commercial buildings;
$14,531,200, or 10 per cent, for industrial buildings; $10,383,900, or 7
per cent, for educational buildings; $4,761,700, or 3 per cent, for social
and recreational projects; $4,522,500, or 3 per cent, for public build-
ings; and $3,128,200, or 2 per cent, for religious and memorial buildings.

The first six months’ construction total for the district was $709,-
225,300, as compared with $746,344,800 in the first half of 1925, the
decrease being 5 per cent.

Contemplated construction work reported for the Central West last
month amounted to $231,753,700, being 12 per cent in excess of the
amount reported in May of this year, as well as 25 per cent over the
amount reported in June 1925,

Southeastern States.

Construction started during June in the Southeastern States (the
Carolinas, Georgia, Florida, Tennessee, Alabama, Mississippi, Arkansas
and Louisiana) reached a total of $51,701,000. This figure showed
losses of 12 per cent from May 1926 and of 30 per cent from Jume of
last year. Included in the June construction record were the following
items of note: $18,911,300, or 37 per cent of all construction, for resi-
dential buildings; $14,122,600, or 12 per cent, for commeércial buildings;
$4,079,500, or 8 per cent, for industrial buildings; and $2,164,200, or 4
per cent, for social and recreational buildings.

Building and engineering work started in the district during the first
half of 1926 amounted to $428,792,900 as compared with $335,122,400,
for the first six months of last year, the gain being 28 per cent.

Contemplated construction projects were reported for the Southeastern
States in June to the amount of $92,881,200. Decreases of 17 per cent
from the amount reported in May of this year and of 26 per cent from
the amount reported in June 1925 occurred.

The Northwest.

The total volume of construction contracts let in the Northwest
(Minnesota, the Dakotas, and Northern Michigan) during June amount-
ed to $10,398,800. There were decreases of 5 per cent from May 1926
and of 17 per cent from June of last year. The more important items
in the June building record were: $3,514,700, or 34 per cent of all con-
struction, for residential buildings; $2,758,300, or 27 per cent, for com-
mercial buildings; $1,895,200, or 18 per cent, for public works and
utilities; $874,100, or 8 per cent, for educational buildings; $626,000,
or 6 per cent, for religious and memorial buildings; and $442,000, or 4
per cent, for industrial buildings.

The first six months’ construction total for the Northwest was $54,-
130,000, as compared with $51,044,900 in the corresponding period of
1925, the increase being 6 per cent.

Contemplated new work reported for the district in June 1926
amounted to $14,503,200. This was an increase of 19 per cent over
May of this year as well as 35 per cent over June 1925.

Texas.

Texas had $24,781,300 in contracts for new building and engineering
work last month, This figure showed a decline of 15 per cent from
May of this year. However, there was an increase of 21 per cent over
June 1925. Analysis of the building record for June showed the follow-
ing important items: $12,953,800, or 52 per cent of all construction, for
residential buildings; $6,391,200, or 26 per cent, for public works and
utilities; $1,908,800, or 8 per cent, for educational buildings; $1,896,400,
or 8 per cent, for commercial buildings; $787,700, or 3 per cent, for in-
dustrial buildings; and $527,500, or 2 per cent, for religious and mem-
orial buildings.

Construction started in Texas during the first half of 1926 has
reached a total of $123,291,600, being 39 per cent in excess of the figure
for the corresponding period of 1925,

Contemplated construction planned for Texas in June of this year
amounted to $26,802,800. This was 32 per cent below the amount re-
ported in May of this year, but 3 per cent above the amount reported
in June 1925.

New York City Building Contracts Down in June, but
Large for the Half-Year.

New York City had last month the smallest volume of
construction contracts recorded since May of last year,
according to F. W. Dodge Corporation. June contracts
in the five boroughs amounted to $66,998,700; this being a
decrease of 219, from May and also of 129 from June of
Inst year. Analysis of last month’s construction record for
New York City shows the following items of note: $42,203,-
100, or 63% of all construction, for residential buildings;
$11,771,000, or 189, for commerecial buildings; $6,181,000,
or 9%, for industrial buildings; $2,843,000, or 49, for
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public works and utilities; $1,547,000, or 29, for educa-
tional buildings; and $1,092,000, or 2%, for religious and
memorial buildings.

Building and engineering work started in New York
during the past six months reached a total of $607,099,300,
the largest recorded total for the first half of any year.
The increase over the first half of 1925 was 649. It is
pointed out by the F. W. Dodge Corporation that ever since
1919 New York contracts in the odd-numbered years have
been relatively low in the first half-year, with a big increase
in the second half. The even-numbered years have been
periods of readjustment, with very large volumes in the first
half, followed by decreased contract letting in the latter
portion of the year. The opinion is expressed that as the
1926 monthly contract totals have been declining ever since
January, it seems more than likely that the rest of this year
will follow the usual course, with a fairly considerable de-
crease in contract volume in the next six months, as com-
pared with the first half of the year. However, contracts
are forward commitments which anticipate actual activity
four to five months ahead. The large volume of commit-
ments to date, together with the added contracts of the
coming months, should, it is declared, keep the industry
employed about up to capacity well toward the end of the
year.

Survey of Current Business by United States

Department of Commerce—Decline in
Manufacturing Output.

In making public on June 30 its usual monthly survey of
current business, the Department of Commerce at Wash-
ington states that ‘“these combined index numbers present a
more complete picture of industrial trends than the individ-
ual business indicators compiled earlier in the month.”” The
survey follows:

Manufacturing output in May declined from the high record of the pre-
ceding month, the May index showing no change, however, from a year ago,
according to the monthly statement of the Department of Commerce.
Declines from the previous month were recorded in textiles, iron and steel,
lumber, leather, and paper and printing, while increasesover April were
made in foodstuffs, stone and clay products, non-ferrous metals, and to-

“bacco products. Compared with last year, increases were noted in the out-
put of foodstuffs, iron and steel, paper and printing, stone and clay products,
and tobacco products, with declines from May 1925 in the output of textiles,
lumber, leather, and non-ferrous metals. The production of raw materials
was greater in May than in either the previous month or a year ago, all
major groups showing increases over both periods except forest products
and minerals, which declined from a year ago.

After allowance for normal seasonal changes, the index of commodity
stocks was higher at the end of May than at the end of either the previous
month or a year ago, this condition being largely due to greater stocks of
raw foodstuffs, as manufactured foodstuffs and raw materials declined.

‘The index of unfilled orders, covering principally building materials and
iron and steel, was lower at the end of May than at the end of either the pre-
vious month or May 1925, with each of the major groups showing similar
comparisons.

The index numbers of the Department of Commerce are given below :

26—

Production (Index numbers: 1919=100)—
Raw materials: Total

Minerals

Animal products.

Crops

B 000 T 17w A e o S
Mauufacturin(f, grand total (adjusted) -

Total (unadjusted)

Foodstuffs

Iron and steel_
Other metals_
Lumber

e

Paper and printing_

Chemicals and oils___ ...~

Stone and clay products.- -

Tobacco

Automobiles (included in miscellaneous
Miscellaneous

Commodity Stocks Index numbers: 1919=100)—
ok 1Unud}us»‘lcd)

Raw materials for manufacture. _
Manufactured foodstuffs
Manufactured commodities
Adjusted for seasonal element)
Total
Raw foodstuffs___ - -
Raw materials for manufacture.
Manufactured foodstuffs
Manufactured commodities
Unfilled Orders.
Total (1920=100)
Iron and steel ____
Building materials

OV NS = 00T 00
DO DO i OO O O

P et

100

Weekly Construction Report of “Engineering News-
Record.”

Construction activity for the entire country, measured by
the value of contracts let, was much higher in the past week
than in the same period a year ago. The value of contracts
let totaled $68,238,000, which compares with $62,265,000
in the preceding week, and $20,163,000 in the corresponding
week a year ago, ‘‘Engineering News-Record” reports.
The minimum costs observed in the totals are $40,000 for

b://fraser.stlouisfed.org/

industrial buildings and improvements, $150,000 for com-
mercial buildings, including residential projects, and $15,000
for public jobs.  The money value of contracts let in the
United States from Jan. 1 to date amounted to $1 ,492,984 -
000, as against $1,204,311,000 in the corresponding period
a year ago. In the total to date private work absorbed
$921,558,000, as against $672,430,000 a year ago.

Prices for materials showed little change in the past week,
with the tone of the market fairly steady. Labor rates are
not expected to go much higher between now and the end
of the year. Higher wage rates in the skilled building trades,
effective May 1 to July 1, inclusive, have brought the level
of construction cost above that of 1925. Prices of materials
alone, however, have followed a steady downward trend sinee
the first of the year. Present construction cost, labor plus
materials, is higher, it is stated, than at any time since
April 1925.

Among the principal labor developments of the past week
were the engineers’ strike in Chicago and the granting of
$14 a day to New York structural iron workers, effective
July 1.

Gain in Postal Receipts at Fifty Selected Cities in
June.

Of the fifty selected cities throughout the country, but
one—Jersey City, N. J.—showed a decrease in postal receipts
for the month of June 1926as compared with the same month
in 1925. According to figures made public July 7 by Post-
master-General New, the total receipts for the 50 cities for
June 1926 were $28,719,454 55 while for June 1925 they
were but $26,986,518 72. This shows an increase of $1,-
732,935 83 in last month’s receipts over the corresponding
period last year, or 6.42%. Fort Worth, Texas, with an
increase of 39.40%, led the 50 cities in the percentage of
gain. Jacksonville, Fla., with an increase of 29.82%,
was second; Dayton, Ohio, showing an increase of 20.30%,
third, and Baltimore, Md., with an increase of 20.11%,
stood fourth. The summary follows:

STATEMENT OF POSTAL RECEIPTS AT FIFTY SELECTED OFFICES
FOR THE MONTH OF JUNE 1926.
%

June
1925.

$

5,506,082 16
4,577,905 06
1,476,446 45
1,211,469 38
963,603 99
753,346 53
735,721 51
688,574 58
647,073 34
666,645 95
617,668 49
551,224 02
569,994 32
487,602 45
457,915 95
403,986 16
373,598 02
346,547 30
339,206 25
379,478 27
285,980°23
301,305 24
282,693 84
264,010 62
253,907 15

236,623 31
227,648 43
216,846 91
220,919 13
215,598 14
218,808 40
168,658 88
168,437 35
150,335 28
146,482 67
147,897 50
156,028 19
‘143,254 60
127,874 16
123,283 41
124,185 82
127,541 19
109,470 87
104,066 58
108,709 72

93,504 03
105,566 51

76,578 23

90,272 20

June

1926.

Offlces— $
New York, N. Y._.. 5,822,598 93
Chicago, I11 4,751,570 37
Philadelphia, Pa--.- 1,587,048 37
Boston, MasSe e cca- 1,304,268 53
1,007,742 03
864,279 79
833,756 01
731,140 12
702,953 15
692,424 42
658,033 46
576,652 06
590,886 91
508,172 14
549,996 05
414,825 90
422,089 01
357,168 93
350,375 93
380,780 06
306,889 48
325,875 80
296,690 59
301,664 12
256,731 12
236,892 21
248,028 33
235,798 39
232,957 98
235,652'74
218,344 05
234,012 87
193,465 44
169,079 01
155,940 34
160,058 84
178,059 01
173,707 88
144,756 14
142,868 85
131,757 93
128,020 35
134,671 67
123,715 58
145,065 96
105,836 17
95,425 19
108,332 81
99,412 92
92,980 61

Increase.

$
316,516 77
173,665 31
110,601 92
92,799 15
44,138 04
110,933 26
98,034 50
42,565 54
55,879 81 .
25,778 47

Detroit, Michoaa---
Cleveland, Ohi0. ...
Los Angeles, Calif_ ..
San Francisco, Calif-

Pittsburgh, Pa....-
Cincinnati, Ohio-.--
Minneapolis, Minn. .
Baltimore, Md
Milwaukee, Wis..-.
Washington, D. C..
Buffalo, N. Y-.

WRNO W w S

Indianapolis, Ind...

BN oW
Soi bt tolo DD b
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—

Seattle, Wash.
Omaha, Neb...

Des Moines, Iowa.
Portland, Ore. .
Louisville, Ky .-~
Rochester, N. Y._
Columbus, Ohio
New Orleans, La
Toledo, Ohio. .-
Richmond, Va._.--
Providence, R. I..
Memphis, Tenn
Dayton, Ohio. .
Hartford, Conn.
Nashville, Tenn
Houston, Texas.
Syracuse, N. Y
New Haven, Conn..
Grand Rapids, Mich.

CROHONWRO-
NWwNDZ e o
OO 1= o =1 =1 05 G0

Ft. Worth, Texas. ..
Jersey City, N. J
Springfield, Mass._ ..
Salt Lake City, Utah
Jacksonville, Fla_ ...
Worcester, Mass._--

6.08; May 1926 over May 1925, 3.98.

Increase in Postal Receipts at Fifty Industrial Cities
During June.

Postal receipts at 50 industrial cities throughout the
country for June 1926 showed an increase of $119,804 12
or 4.23 9 over those for June 1925, according to figures made
public on July 9 by Postmaster-General New. The total
receipts for 50 cities for June 1926 were $2,952,486 56 as
compared with $2,832,682 44 for the corresponding month
of 1925. South Bend, Ind., led all the cities in the percent-
age of gain, with an increase of 27.90%. Fargo, N. D., was
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second, showing a gain of 22,84 9%. - Springfield, Ill., ranked
third, with an increase of 21.939, whilo Springfield, Ohio,
stood fourth, showing a gain of 14.75%. The summary
follows:
STATEMENT OF POSTAL RECEIPTS AT FIFTY INDUSTRIAL OFFICES
FOR THE MONTH OF JUNE 1926.
% %o
1925 1924
Over
1923
34.98
5.87

14.59
8.41

0
1926
Over
1925.
14.75
*2.24

7.05
*.62
*8.35
11.82

June
1926.

$
167,323 17
123,614 51
127,030 71
87,987 38
01,234 47
93,560 29
80,969 54
144,491 35

June
1925.

s
145,817 20
126,445 43
118,668 09

88,539 63
09,545 21
83,667 14
80,140 52
132,501 99
111,712 42
81,511 63
79,213 09
62,550 46
77,570 03
77,911 47
65,373 83
63,261 96
65,430 63
65,706 79
70,622 00
76,510 60
51,565 62
51,427 40
60,156 54
57,012 21
58,474 56

Increase.
3

21,505 97
*2,830 92
8,362 62
*5562 25
*8,310 74

Offices—
‘Springfield, Ohilo
Oklahoma, Okla
Albany, N. Y__
Scranton, Pa___
Harrisburg, Pa.
San Antonio, Tex_
Spokane, Wash _
Oakland, Calif___
Birmingham, Ala_
Topeka, Kan__
Peoria, III._
Norfolk, Va._

“Tampa, Fla____

Fort Wayne, Ind.
Lincoln, Neb___
Duluth, Minn__

Little Rock, Ark._ _
Bioux City, Iowa.
Bridgeport, Conn
Portland, Me____

8t. Joseph, Mo.
Springfield, I11_
Trenton, N.J____
Wilmington, Del.
Madison, Wis

South Bend, Ind.
Charlotte, N. C.
Savannah, Ga

Cedar Raplds, Towa___
Charleston, W. Va____
Chattanooga, Tenn___
‘Schenectady, N.Y___
Lynn, Mass___
Shréveport, La._ _
Columbia, 8. C__
Fargo, N. D____
Sloux Falls, §. D__
Waterbury, Conn._
"Pueblo, Colo_.__
Manchester, N.
Lexington

9.05

£6,456 82
58,223 14
62,705 28
61,671 75
59,085 42
58,900 06
81,143 97
59,509 91
44,716 13
44,432 13
42,190 01
63,5673 01
42,812 58
37,774 11
39,316 03
26,355 61
34,982 14
30,964 40
34,730 71
26,939 87
25,691 60
30,797 07
27,602 10
18,878 92
26,045 14
18,326 00
20,275 66
12,989 74
12,986 67 F
12,248 45 12,874 94 *626 49

8,946 00 8,638 04 307 96 548

Totalaeeuaaa ----- 2,952,486 56 2,832,682 44 119,804 12 4.23 1645 1.50

* Decrease. March 1926 over March 1925, 16.14; April 1926 over April 1925,
4.05; May 1926 over May 1925 3.89.

Boise, Idaho. .
Burlington, Vt__
Cumberland, Md_
Reno, Nev.
Albuquerque, N. M. __
Cheyenne, Wyo

Railroad Revenue Freight Loading Still Running
Above One Million Cars a Week.

For the sixth week this year, loading of revenue freight
for the week ended on June 26 exceeded the million mark,
amounting for that week to 1,062,252 cars. This was an
increase of 18.532 cars over the week before and an increase
of 60,079 cars over the corresponding week last year. Com-
pared with the corresponding week in 1924 it also was an
increase of 154,001 cars.

Freight traffic, measured by the number of cars loaded
with revenue freight, was the largest the first six months this
year ever handled by the railroads during any corresponding
E riod, according to reports filed by the carriers with the

—

ar Service Division of the American Railway Association.
Revenue freight loaded during that period—that is, from
January 1 to June 26, inclusive, a total of 26 weeks—
“amounted to 25,036,464 cars. This was an increase of
707,974 cars or 2.9% over the corresponding period last year
and an increase of 1,851,312 cars or 8.0% over the cor-
responding period in 1924. It also was an increase of
1,030,962 cars or 4.3% compared with the corresponding
period in 1923 as well as a substantial increase over the
corresponding periods in 1920, 1921 and 1922.

The increase in the loading of revenue freight that took
place during the week of June 26 compared with the pre-
ceding week, was due primeipally to increased shipments of
miscellaneous freight, coal and grain although coke and ore
also showed increases. Decreases under the week before
were reported, however, in the loading of merchandise and
less than carload lot freight, forest products and live stock.

The report given further details as follows:

Miscellaneous freight loading for the week of June 26 totalled 391 844
cars, an increase of 8,602 cars above the week before and 23,002 cars
above the same week in 1925. It also was 68,645 cars above the same
week in 1924.

Loading of grain and grain products amounted to 44,027 cars, an in-
crease of 4,755 cars above the week before and an increase of 7,511 cars
over the same week in 1925. - Compared with the same week in 1024
it also was an increase of 5,706 cars. In the western districts alond, grain
and grain products loading totaled 28,723 cars, an increase of 5,262 cars
over the corresponding week last year.

Coal loading totaled 180,270 cars, an increase of 5,191 cars above the
week before and 19,145 cars above the same week in 1925. It also was
35,517 cars above the same week in 1924.

Loading of merchandise and less-than-canload-lot freight amounted to

- 262,335 cars, a decrease of 2,165 cars below the week before, but 6,136
cars above the same week in 1925 and 22,243 cars above the corresopnding
" period in 1924.

Ore loading totaled 71,281 cars, an increase of 3,020 cars above the
preceding week and 8,339 cars above the corresponding week in 1925.
Compared with the same week in 1924, it also was an increase of 12,083 cars.

Livestock loading for the week amounted to 26,615 cars, a decrease
of 568 cars under the week before and 564 cars below the same week in
1925. It also was 1,236 cars below the same week in 1924. In the western
districts alone, 20,184 cars were loaded with livestock during the week,
406 cars below the same week last year.

Forest products loading totaled 74,019 cars, 641 cars below the week
before but 3,027 cars above the same week in 1925. It also was an in-
crease of 6,168 cars above the same week in 1924.

Coke loading totaled 11,861 cars, an increase of 338 cars over the pre-
ceding week and 2,483 cars above the corresponding week in 1925 as well
as 4,875 cars above the same week in 1924.

All districts showed increases in the total loading of all commodities
not only over the preceding week this year but also over the corresponding
weeks in 1925 and 1924.

Loading of revénue freight this yvear compared with the two previous
years follows:

1925.
4,456,949
3,623,047
3,702,413
3,726,830
4,853,379
3,965,872

1924.
4,294,270
3,631,819
3,661,922
3,498,230
4,473,729
3,625,182

1926.
4,432,010
3,676,449
3,877,139
3,795,837
5,142,879
4,112,150

Five weeks in January
Four weeks in February.
Four weeks in March_ _
Four weeks in April _ _
Five weeks in May_ _
Four weeks in June

25,036,464 24,328,490 23,185,152

Mercantile Insolvencies in June by Branches of Trade.

Analysis of the June insolvency statement, according to
the records of R. G. Dun & Co., discloses fewer failures than
in that period of 1925 in 9 of the 15 separate manufacturing
classifications, these being iron, foundries and nails; ma-
chinery and tools; woolens, carpets and knit goods; cottons,
lace and hosiery; lumber, carpenters and coopers; chemicals
and drugs; leather, shoes and harness; tobacco, &e., and glas_s,
earthenware and brick. Among traders, decreases appear in
8 of the 15 separate classifications, while in ono——tol)acqo—
no change is shown. The classifications disclosing reduetions
are groceries, meat and fish; clothing and furnishings; dry
goods and carpets; shoes, rubbers and trunks; paints and
oils; books and papers, and hats, furs and gloves. In point
of liabilities, the amounts are smaller for June, this year,
than for that month of 1925 in 9 of the 15 separate manufac-
turing classifications—namely, iron, foundries and nails,
machinery and tools; woolens, carpets and knit goodsy
lumber, ecarpenters and coopers; chemicals and drugs;
printing and engraving. The detailed report for June
is printed below:

FAILURES BY BRANCHES OF BUSINESS MONTH OF JUNE.

]
Number.
1926 1925{1924.

Liabllittes.
1925. I

1924.

Manufacturers—
Iron, foundries and nails
Machinery and tools
Woolens, carpets & knit goods.
Cottons, lace and hosiery
Lumber, carpenters & coopers.
Clothing and millinery
Hats, gloves and furs___
Chemicals and drugs___
Paints and olls
Printing and engraving_
Milling and bakers.

9 $140,000 8159,900' $2,950,477
51 3,262,290 3,475,678
6 76,0000 432,800

7,500
1,056,538
02,571
20,200
248,311
334,604
253,838
418,975
419,089

81,500 236,798 103,073
4,222,618 8,505,536 5,398,477

439'$10,091,603/$16,159,040 $16,645,661

General stores 114 $973,998 $1,093,687 $1,110,372
Grocerles, meat and fish | | 236/ 1,731,355 1,989,396 1,501,861
Hotels and restaurants._ ___ 64 688,307 892,220
Liquors and tobacco g { 22 244,956 136,845
Clothing and furnishings 155 1,450,888 1,820,520
Dry goods and carpets____ -

Shoes, rubbers and trunks_
Furniture and crockery. __
Hardware, stoves and tools
Chemicals and drugs
Paints and oils

o )
309 Q0 e 4 it SO O B

e
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-
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Total manufacturing
Traders—

Books and papers.._ _ g 76,7
Hats, furs and gloves. _ 8 97,000, 202,438
All other 192 5,450,351 5,353,839
1,084 $15,525,130 $17,213,180/814,809,593
85 ' 84 3,790,790 3,320,267 2,643,777

L Ota ] e e 1,708 1,745'1,607 $29,407,523 $36,701,496/334,009.031

Observance of Independence Day Mars Lumber
Statistics.

On account of the July Fourth holiday, reports to the Na-
tional Lumber Manufacturers’ Association were incomplete
for the week ending July 3, being received from only 354
softwood and 101 hardwood mills. Data from 339 compara-
bly reporting softwood mills apparently show that there was
little relative change in total production, shipments and new
business when compared with reports from 393 mills for the
week earlier. In comparison with reports for the same period
last year, when 44 more mills reported, there was neverthe-
less an absclute increase in new business. The hardwood
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operations show decreases in all three items, when compared
with reports for the previous week, when 49 more mills re-
ported, which again is no doubt chargeable to incomplete
returns due to the holiday shutdown, says the report of the
Association, from which we add the following data:

Unfilled Orders.

Reports were not received from the Southern Pine Association in time for
publication. For the 102 West Coast mills the unfilled orders were 410,-
064,362 feet, as againss 431,424,824 feet for 106 mills a week earlier.

Altogether, the 339 comparably reporting softwood mills had shipments
105% and orders 103% of actual production. For the Southern Pine mills,
these percentages were respectively 110 and 95; and for the West Coast mills
108 and 113.

Of the reporting mills, the 319 with an established normal production for
the week of 214,740,564 feet, gave actual production 989, shipments 103 %
and orders 102% thereof.

The following table compares the national softwood lumber movement,
as reflected by the reporting mills of eight regional associations, for the
three weeks indicated:

Corresponding
Week 1 32 5.

256,049,940

Preceding Week
1926 (Revised).

Past Week.
Mills ____ - 393
282,613,237

339

ol e ot
ments - 237,959,70¢ 250,358,
Orders (now busingss) ... 234202386 332334511 5%‘5’}39%
The following revised figures compare the softwood lumber movement
of the same eight regional associations for the first 26 weeks of 1926 with
the same period of 1925:
Production. Orders.
6,891,855,179 7.044,698,799

Y9263 At E AR 6.615,472,057 6.652.493.215 Z;%g;ggg;gg?
The Southern Cypress Manufacturers Association of New Orleans,
(omitted from above tables because only recently reporting) for the week
ended June 30, reported from 15 mills a production of 5,661,885 feet, ship-
ments 3,820,000 and orders 3,440,000. In comparison with reports for
the previous week, when one more mill reported, this Association shows

considerable decrease in production, and nominal decreases in shipments
and new business.

Shipments.

West Coast Movement.

The West Coast Lumbermen's Association wires from Seattle that new
business for the 102 mills reporting for the week ended July 3, was 139
above production, and shipments were 8% above production. Of all new
business taken during the week 509 was for future water delivery, amount-
ing to 53,916,498 ft., of which 37,801,498 ft. was for domestic cargo delivery,
and 16,115,000 ft. export. New business by rail amounted to 48,547,161
ft., or 449 of the week's new business. Forty-five per cent. of the week's
shipments moved by water, amounting to 47,469,531 ft. of which 36.511 528
ft moved coastwise and intercoastal, and 10,958,003 ft export.. R;ill silip-
ments totaled 50,315,317 ft. or 48% of the week's shipments, and local
deliveries 6,946,573 ft. Unshipped domestic cargo orders tot,z\le;l 151,090,-
660 ft., foreign 127,894,887 ft., and rail trade 131,078,815 ft. et

Labor.

Reports from most of the Douglas fir districts indicate that the Fourth
of July stutdown period of logging camps will average one month for the
industry as a whole, according to the Four L Employment Service. Saw-
mills, for the most part, will be closed for briefer periods. Logginé camps
in the Grays Harbor district are quite generally closed down until July 12>
fcllx;:d w;)ods operations and sawmills east of the Cascades are continuing on.

ules that have held for several weeks. Lal
Tt e bor turnover in the lumber
Southern Pine Reports.

The Southern Pine Association reports were not received in time for
publication.

The Western Pine Manufacturers Association of Portland, Oregon, with
four fewer mills reporting, shows substantial decreases in productlo;l and
shnﬁments. and new business well in advance of that reported for the week
earlier.

The California White and Sugar Pine Manufacturers i
Francisco, California, with nine fewer mills reporting, ATpation of far
in all three items.

The California Redwood Association of San Francisco, California. with
two fewer mills reporting, shows considerable decreases in pmductio'n and
new business, and a notable increase in shipments.

The North Carolina Pine Association of Norfolk, Virginia, with six fewer
mills reporting, shows marked decreases in all three factors. :

The Northern Pine Manufacturers Association of Minneapolis, Minne-
sota, reports some decrease in production and shipments, and new. business
ab'(;}}xlt tll:Ie same as that reported for the previous week.

e Northern Hemlock and Hardwood Manufa.
Oshkosh, Wisconsin, (in its softwood production) a?;e:irgjsf?::?xo:ﬁﬁ:
reporting, shows nominal decreases in production and shipments, and
considerable decrease in new business. !

shows heavy decreases

Hardwood Reports.

The hardwood mills of the Northern Hemlock and Hardw Manu-
facturers Association reported from 16 mills, production as 3 ;);)'(71 OOOa?tu
shipments 3,401,000 and =~~~ 3,207,000. ] X

The Hardwood Ma - Institute of Mem;

phis, Tennessee, reported
from 85 units, producuon as 13,355,209 ft., shipment: :
orders 12,683,525. il L Bl -

For the past 26 weeks all hardwood mills reporting to the' National
Lumber Manufacturers Association gave production 746,402,208 ft., ship-
ments 701,704,884 and orders 724,254,545, .

Transactions in Grain Futures During June on Chicago
Board of Trade and Other Contract Markets.

Revised figures showing the daily volume of trading in
grain futures on the Board of Trade of the City of Chicago
during the month of June 1926, together with monthly totals
for all “contract markets’’ as reported by the Grain Futures
Administration of the U. 8. Department of Agriculture,
were made public on July 6 by L. A. Fitz, Grain Exchange
Supervisor at Chicago. The total transactions for the month
on all markets reached 1,762,775,000 bushels, as compared
with 2,677,958,000 bushels in June last year. On the Chi-
cago Board of Trade the transactions in June this year
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reached 1,520,137,000 bushels, these figures comparing with
2,413,613,000 bushels in the same month last year. In
the compilation which follows the figures listed represent
sales only, there being an equal volume of purchases:

VOLUME OF TRADING.
Ezpressed in Thousands of Bushels, 1. e., 000 Omiited.
Date—June 1926. Wheat. Corn. Oats. Rye.Barley. Flaz.
1 33.824 8,804 1,258 29 drn iR
27,582 8,485 1,609
52,328 17,036 1,997
41,127 10,795 1,584
60,291 5,757 1,357

61,029 15,811 4,793
35,374 22,188 3,231
36,048 12,551 1550
42,182 12,527
31,953 7,416
43,615 6,833

31,441 19,908
28,833 12,384
48,604 10,248
27,932 6,864
31,779 14,738
35,867 7,619

33,492 8,232
33,271 11,361
23,665 11,619
22,078 11,038
62,193 14,241
36,002 8,620

59,328 11,628
50,716 12,883
59,535 31,107

Total Chicago Bd. of Tr.1,050,089 320,783
Chicago Open Board.... 42,2 v
Kansas City Bd. of Tr.. SN
Minneapolis Ch. of Com. 4,446
Duluth Board of Trade. F 8,879 79
St. Louis Merch. Exch_.
Milwaukee Ch. of Com.
Seattle Merch. Exch....
San Fran. Grain Exch.. - o=
Los Angeles Grain Exch. 17
Baltimore Ch. of Com. .

Total.
44,705
38,388
72,166
54,664
69,699

1,158
2,294

1,945
1,576
1,304
3,166
1,679
1,547

1,431
1,518
1,320
2,440
5,228
2,135

1,904

2,041
1,117
1,669

2,772
3,559

e g TRk s Bt (TR R ey

Total all markets (1926) 1,203,140 342,277 139,860 68,896 4,542 4,060 1,762,775
Total all markets year
ago (1925 1,758,880 565,916 297,437 51,777 1,931 2,017 2,677,958

1,576,880 528,942 261,657 46,134 .... 2,413,613

a Wheat with exception of 25 red wheat.
* Durum wheat with exception of 50 wheat,

“OPEN CONTRACTS" IN FUTURES ON THE CHICAGO BOARD OF TRADE
FOR JUNE 1926.

(“‘Short” side of contracts only, there being an equal volume open on “long" side.)

June 1926. Wheat, Oats. Rye. Total.
1 36,541,000 8,687,0002179,736,000
36,195,000 8,562,000 180,959,000
35,844,000 184,623,000
36,004,000 185,906,000
36,008,000 186,238,000

35,827,000 187,037,000
000 186,993,000

Corn.
58,361,000
58,869,000
59,461,000
59,925,000
61,120,000

60,238,000
60,530,000
61,322,000
60,988,000
61,555,000
62,164,000

63,117,000
63,840,000
0 *64,052,000
63,872,000
63,852,000
63,453,000

86,618,000 62,835,000
86,274,000 61,651,000
86,954,000 59,979,000
88,137,000 59,754,000
85,397,000 59,850,000
86,010,000 58,225,000

- 85,772,000 56,261,000 35,751,000
87,971,000 55,599,000 34,681,000
*89,000,000 a55,362,000 @32,898,000

37,321,000

37,841,000
*38,285,000
37,999,000
37,876,000
37,815,000
37,953,000

37,541,000
37,339,000
37,341,000
37,317,000
37,058,000
36,725,000

195,802,000

197,034,000
198,097,000
197,776,000

9,611,000 198,888,000
10,217,000*199,746,000
10,342,000 199,166,000

10,446,000 197,440,000
10,926,000 196,190,000
10,920,000 195,194,000
10,994,000 196,202,000
*11,214,000 193,519,000
11,140,000 192,100,000

11,201,000 188,985,000
10,977,000 189,228,000
10,901,000 188,161,000

60,624,000
55,271,000

36,631,000
41,976,000
46,132,000
37,618,000

191,851,000
209,237,000
214,120,000
8,359,000 185,616,000
14,875,000 220,090,000
15,015,000 232,419,000
12,713,000 662,000
10,038,000 214,644,000
11,730,000 231,212,000
11,869,000 219,252,000

9,751,000

January 1926.-
December 1925-
November 1925
October 1925

45,959,000
45,102,000
56,161,000
46,647,000

113,110,000
111,016,000

* High.

49,720,000

a Low,

West Coast Lumbermen’s Association.

One hundred and six mills reporting to West Coast
Lumbermen’s Association for the week ending June 26
manufactured 114,118,688 feet of lumber, sold 124,588,686
feet and shipped 117,433,950. New business was about
99, above production. Production was nearly 3% below
shipments.

COMPARATIVE TABLE SHOWING PRODUCTION, NEW BUSINESS,
SHIPMENTS AND UNFILLED ORDERS.

June 26. June 19. June 12.
106 104 108
109,961,902 116,147,029

114,783,183 118,162,004
101,405,817 122,077,569

150,894,800 143,954,454
138,313,615 139,227,678

Week Ending—
Number of mills reporting. ..
Production (feet)._.........114,118,688
New business (fee 24,588,686
Shipments (feet) .- 117,433,950
Unshipped balances:
149,249,648

Rail (feet)
! 149,183,163 136,671,635
Teport (feet) 132,992,013 123,513,662 130,033,705 130,212,270
412,722,077 413,215,837
1925 1924

Export (feet) .

Total (feet) -.-431,424,824 i 411;‘.)(;%0.553
1926. 25 § :

Production (feet)....2,661,644,853 2,622,935,624 2,518,075,539 2,591,919,547

First 26 Weeks—
New business (feet)..2.804,215,438 2.673,775,956 2,404,068,474 2,671,446,123
Blfl;menw (fees.)e.e_) 72/768.179.367 2,722,372,758 2,600,191,386 2,849,339,204

June 5.

107
109,032,816
103,228,035
121,499,791

146,206,648
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May Production and Shipments of Lumber.

The “National Lumber Bulletin,” published monthly by
the National Lumber Manufacturers’ Association of Wash-
ington, D. C., and Chieago, Ill., on July 7 1926 reported the
following production and shipments of .hardwoods and soft-
woods during the month of May 1926, compared with May
1925:

LUMBER PRODUCTION AND SHIPMENTS AS REPORTED MONTHLY

BY MEMBER ASSOCIATIONS TO NATIONAL LUMBER MANUFAC-
TURERS’ ASSOCIATION FOR MAY 1926 AND MAY 1925.

May 1926.

Production. Shipments.

now priced at $2 2714 and $3 1714, respectively, against $2 6214 in 1919
and $1 60 in 1913 for the former, and $2 75 in 1917 and $1 65 in 1913 for
the later.

No. 9613 Back to 1921 Level.

‘While 3192 and 3844 are not as strong a factor from a pivotal standpoint
as they were a few years ago, and the No. 200 16-ounce clay worsted of
former year's prominence restricted to a few customers, they are fairly
good indicators of comparative values in worsted goods.

One of the leading key numbers of current trading has been No. 9613-1,
a 13-ounce wool-filled unfinished worsted, largely featuring herringbone
patterns, which has been repriced at $2 19 a yard, an exceptionally attrac-
tive prize when compared with $2 3214 in the fall, 1926, $2 4214 in the
spring, 1926, and $2 35 in the spring of 1925. It was $2 in 1922, from which
point it moved upward, $4 1214 in 1920, $1 75 in 1917, and $1 0714 in 1914.
Thus, it may be seen that this important number is back to the 1921 basis,
a return to a base prevalent five years ago.

Three key numbers compared:

Assoctation. Softw'd
of tw

M. Ft.

39,168
117,601

47,648
21,802

Hardw'ds,
M. Ft.

Softw'ds | Hardw'ds
Mills M. Ft. M. Ft.

California Redwood
California White & Sugar Pine Mfrs._
Georgia-Florida Saw Mill %
North Carolina Pine
North. Hemlock & Hardwood Mfrs.
Northern Pine Mfrs

Southern Cypress Mfrs_

Southern Pine

155,859
27,899
1,401,199

30,511
1,388,864

15,509
49,952

13,938
65,171

May 1925.

Production. Shipments.

Assoctation.
Softw'a:

M. Ft.

33,127

Hardw'ds

Hardw'ds| Softw'ds
M. Ft M.Ft, | M

. Ft.

QCalifornia Redwood AL
California White & Sugar Pine Mfrs.
Georgla-Florida Saw Mill

North Carolina Pine

Nor. Hemlock & Hardwood Mfrs. .
Northern Pine Mfrs

Southern Cypress M{rs

Southern Pine g

West Coast Lumbermen'’s

Western Pine Mfrs

9,860
35.906

5'1,402.932 1.366.431

x 5 weeks ending May 29 1926.
Total production: May 1926, 1,466,370 M ft.; May 1925, 1,463,728 M ft.
Total shipments: May 1926, 1,438,816 M ft.; May 1925, 1,402,337 M ft.

LUMBER PRODUCTION AND SHIPMENTS AS REPORTED BY STATES

BY MEMBER ASSOCIATIONS.

—May 1926

Production

M. Sl

26,431

36,546

160,707

23,108

7,663

Shipments
A2rL)

Louisiana .
Michigan _
Minnesota
Mississippl
Montana

37,054
340,797
43,159
55,133

1,466,370
not distributed.

‘Wisconsin.
Others*
1,438,816

* Includes mostly individual reports,
**Includes 1 or 2 Alabama mills,

American Woolen Cuts Men’s Gocds 109, for Spring,
1927—Prices on Some Staple Lines Lowest in
Five Years, on Downtrend.

In reporting that the American Woolen Company on
July 7 announced an early opening of staple and semi-staple
men’s wear suitings for the spring and summer, 1927, the
New York “Journal of Commerce’” said in part:

New price lists show an average reduction of 109, ranging from 7 to 15%,
compared with the spring of 1924, and some 15 to 20% below the values
prevailing in the spring of 1925.

Officials said the revision not only embraces lower wool costs but savings
in operating economies which have been quite drastic in some respects.

Buyers were not numerous in the local sales offices because it is customary
to send salesmen out with the diversified spring lines, whereas fall lines are
seen in the company’s showrooms, but some of the buyers operating in the
market expressed satisfaction over the 10% reduction and the belief that it
will tend to make staple clothing more attractive than ever. However, the
spring trend is toward light colors, and on this premise more attention will
be focussed on the opening of fancy lines in about two to three weeks.

Stock Goods Liquidation.

Jobbers were not so pleased over the price changes, though they admit
that the reduction had been anticipated—perhaps not fully 10%, but
certainly 5 to 7%. It means that stock goods will have to be liquidated to
embrace the lower prices. The mills ship unfilled orders at the new prices,
so that it forces jobbers as well as competing mills to readjust price lists in
a similar manner. In fact, the opinion is voiced that indcpcnden? mills will
have to pare prices on duplicate fall goods orders to keep pace with the big

ny.
coxélg.::aiyn staple fabrics, particularly standard serges which had been key
numbers in the trade for a decade or more, show prices down to the lowest
point since 1917, gradually approaching pre-war levels. Notable .among
these is No. 3192, 11-ounce serge, and 3844, a 16-ounce serge, which are

Washington's
Fulton's

Spring, 1927 __

L T eI oI o)

DD NI
NOONNNGN

- W
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*Fall, 1913.

Favored Fabrics Described.

The following is a description of popular fabrics included in the above
price list: No. 414-1, a 14-ounce piece-dye cheviot; 364, 14-ounce serge;
9613-1, 13-ounce unfinished worsted; 3657, 14-ounce cheviot; 9413, 13-
ounce unfinished worsted; 3192, 11-ounce serge; 9812, 12-ounce unfinished
worsted; 9813-7 13-ounce unfinished worsted; 3194, 14-ounce serge; 1814,
14-ounce serge; 9627, 16-ounce serge; 3844, 16-ounce serge, and 994, 16-
ounce French-back.

Tropicals for the summer of 1927, opened in Department 1, were only of
a staple and semi-staple nature, in piece dyes and mixtures, the fancy lines
being scheduled for opening on Monday, July 12, in Departments 2, 3 and
7. The staple lines comprises about a dozen numbers which show a similar
price trend as the regular spring line, reductions averaging 8 to 11%.

New Automobile Model—Price Advance.

The Oakland Motor Car Co. of Detroit on July 9 an-
nounced the introduction of a new model, the sport phaeton,
which is to replace the touring car. The sedan, four-door
sedan, landau coupe, landau sedan and sport roadster
models will be continued. All models earry Fisher bodies on
the newly developed rubber-silenced chassis. Other im-
provements, both in superstructure and motor design, are
to be embodied in the new cars.

A report from Detroit states under date of July 9 that the
Hudson Motor Car Co. will anncunce an advance in price
ranging from $50 to $100 to take effect July 25.

Crude Oil Output Substantially Increased.

An increase of 17,300 barrels per day in the crude oil
production in the United States was reported for the week
ended July 3 by the American Petroleum Institute, which
estimated the daily average to be 2,038,450 barrels, as com-

pared with 2,021,150 barrels for the preceding week. The
daily average production east of California was 1,428,050
barrels, as compared with 1,411,150 barrels, an increase of
16,900 barrels. The estimates of daily average gross pro-
duetion by districts for the week indicated are shown below:

DAILY AVERAGE PRODUCTION.

July 3 '26. June
458,450
109,350
137,000

52,050

(In Barrels.) '25.

Oklahoma
Kansas_ _

North Texas___
East Central Texas
West Central Tex
Southwest Texas_
North Louisiana
Arkansas

Gulf Co:

Eastern _
Wyoming_ _
Montana .
Colorado ___
New Mexico 4,250 4,400
Califortfia__ _ 610,000 609,500

Total 2,038,450 2,021,150 2,011,600 2,152,350

The estimated daily average gross production of the Mid-Continent
field, including Oklahoma, Kansas, North, East Central, West Central and
Southwest Texas, North Louisiana and Arkansas, for the week ended J uly 3
was 1,107,200 barrels, as compared with 1,099,750 barrels for the preceding
week, an increase of 7,450 barrels. The Mid-Continent production, ex-
cluding Smackover, Arkansas, heavy oil, was 982,000 barrels, as compared
with 975,830 barrels, an increase of 6,150 barrels.

In Oklahoma, production of South Braman is reported at 10,700 barrels,
against 10,250 barrels; Thomas, 2,600 barrels against 2,550 barrels Tan-
kawa, 42,200 barrels against 43,450 barrels; Garber, 34,600 barrels against
35,950 barrels; Burbank, 44,850 barrels against 45,000 barrels; Davenport,
9,300 barrels against 9,750 barrels; Bristow-Slick, 29,750 barrels against
29,600 barrels; Cromwell, 17,450 barrels aganst 17,350 barrels; Papoose,
10,650 barrels against 11,050 barrels, and Wewoka, 29,650 barrels against
29,950 barrels.

In North Texas, the Panhandle District is reported at 52,500 barrels
against 46,000 barrels, and Archer County, 32,300 barrels against 32,900
barrels. In East Central Texas, Mexia, 12,400 barrels against 12,450 bar-
rels; Corsicana-Powell, 29,850 barrels against 30,100 barrels; Wortham,
7,450 barrels against 7,900 barrels; Reagan County, West Central Texas,

July 4

86,150
106,500
71,950
28,000
8,250

T T
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31,700 barrels against 32,100 barrels, and in the Southwest Texas field,
Luling, 21,700 barrels against 21,250 barrels; Lytton Springs, 4,650 barrels
against 4,700 barrels. In North Louisiana, Haynesville is reported at 9,900
barrels against 9,950 barrels; Cotton Valley, 8,000 barrels, against 7,900
barrels; Urania, 16,500 barrels against 17,500 barrels; and in Arkansas,
Smackover light, 16,250 barrels against 16,400 barrels; heavy, 125,200 bar-
rels against 123,900 barrels, and Lisbon, 10,500 barrels against 10,400 bar-
rels. In the Gulf Coast field, Hull is reported at 17,950 barrels against
16,800 barrels; West Columbia, 9,000 barrels against 9,350 barrels; Spindle-
top, 15,350 barrels against 6,350 barrels; Orange County, 9,450 barrels
against 9,950 barrels; South Liberty, 5,650 barrels against 5,250 barrels,
and Boling, 2,500 barrels against 2,000 barrels.

In Wyoming, Salt Creek is reported at 50,800 barrels, against 50,150
barrels, and Sunburst, Montana, 25,000 barrels, no change.

In California, Santa Fe Springs is reported at 49,000 barrels, no change;
Long Beach, 106,500 barrels against 106,000 barrels; Huntington Beach
44,000 barrels against 43,000 barrels; Torrance, 29,500 barrels against
29,000 barrels; Dominguez, 20,500 barrels, no change; Rosecrans, 17,000
barrels, no change; Inglewood, 48,000 barrels against 48,500 barrels;
Midway-Sunset, 94,500 barrels, no change; and Ventura Avenue, 43,900
barrels against 45,000 barrels.

Reduction in Crude Oil Prices.

A reduction in price ranging from 15¢. to 25¢. per barrel
was announced July 8 by the Joseph Seep Purchasing Agency
for certain grades of Pennsylvania crude oil. This is the
second reduction of the year, the last being a cut of similar
amounts which took effect on March 8 last and was noted
in our March 13 issue, page 1386. The new prices compare

with the old as follows:

New

¢ 0ld Reduc-
Price.

Grades— . Price, tion.
Pennsylvania grade in New York Transit Line 83 65 25C.
Bradford district ofl .- - —_------_- 0 365 25C.
Pennsylvania grade in National Transit Li 5 3 55 25¢c.
Gaines grade in National Transit Line.___ 310 25c.
Keister grade in National Transit Line._____ B 245 15c.
Pennsylvania grade in 8. W. Pennsylvania Line. . _ 355 25c.
Pennsylvania grade in Eureka Pipe TAnaMET bl r 350 25c.
Pennsylvania grade in Buckeye Pipe Line 330 25c.

On the other hand, an advance in the price of Urania
crude oil was announced on July 9 by the Louisiana Oil
Refining Corp., making the new price 10c. per barrel higher,
or $1 25 per barrel.

Retail prices of kerosene were reported reduced in the
territory of the Standard Oil Co. of Indiana by one cent per
gallon on the company’s ‘“Perfection” and “Eocene’ grades.

The Continental Oil Co. on July 8 reduced the tank wagon
price of kerosene one cent a gallon at Denver and Pueblo,
Colo., Casper and Cheyenne, Wyo., and Albuquerque,
N. M., and 4 cent a gallon at Butte and Helena, Mont.

No changes were recorded in the retail prices of gasoline
up to Friday night. U. S. motor grade sold in Chicago on
July 8 at from 11 to 11}4ec. per gallon, an increase of 14 cent
over the previous price. The Standard Oil Co. of New
Jersey reduced export gasoline in cases 14 cent a gallon to
28.90 cents on July 8. Export kerosene was reduced 4 cent,
making the new price of water white 20.15 cents in cases and
standard white 18.90 cents in cases.

Petroleum Production in May Slightly Lower, but Gaso-
line Establishes a New High Record.

The produection of crude petroleum in the United States
during May 1926, as compiled from pipe line runs reported to
the Bureau of Mines, Department of Commerce, amounted
to 62,278,000 barrels, a daily average of 2,009,000 barrels.
This represents an increase in daily average over April 1926
of 0.5%, but is a decrease from a year ago of 99%. This was
the first month of 1926 in which production passed the two-
million-a-day mark.

Practically all of the increase in production was due to
developments in the Panhandle field of Texas, where oil
began to move out in quantity for the first time. Output
in California continued its slow decline, although the 600,000-
barrel-per-day mark was not reached. All of the Mountain
States registered gains in May with the exception of Wyom-
ing, where the Salt Creek field fell below 50,000 barrefs per
day for the first time since December 1924.

Total stocks of crude petroleum east of California regis-
tered its twelfth consectutive decline. This decline, which
amounted to 2,200,000 barrels, resulted from a material re-
duction in tank-farm stocks since stocks at refineries were
increased over 1,250,000 barrels.

Runs to stills of erude petroleum during the month of May
amounted to 65,341,000 barrels, of which 3,604,000 barrels
was foreign crude petroleum. This represents a gain in
daily average crude runs over the preceding month of 3%.

The record figure for gasoline production established in
April 1926 was broken in May, when 1,029,375,000 gallons,
or 24,509,000 barrels, was produced. This was the first
time that the billion-gallon mark has ever been reached.
Exports of gasoline were maintained at the high level set in
the preceding month. Stocks of gasoline on hand May 31
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1926 amounted to 1,802,101,000 gallons, or 42,907,000 bar-
rels, hence withdrawals from stock during the month
amounted to 124,624,000 gallons, or close to 3,000,000 bar-
rels. Domestic demand was 988,677,000 gallons, or 23,540,-
000 barrels, a record figure, and an increase in daily average
over the preceding month of 15%. At the May rate of do-
mestic demand, gasoline stocks on hand represented 51 days’
supply as compared to 64 days’ supply for the preceding
month.

Stocks of kerosene, gas and fuel oils, lubricants and wax
increased during May, although production of these com-
modities was nearly stationary.

The refinery data of this report were compiled from sched-
ules of 332 refineries, of a daily crude oil capacity of 2,629,
000 barrels, which operated during May at 809, of capacity.

Total supply during May (crude production plus imports)
amounted to 68,804,000 barrels. Stocks of all oils on hand
May 31 amounted to 528,041,000 barrels, a decrease during
the month of 2,595,000 barrels. Total demand was, there-
fore, 71,399,000 barrels, of which 59,954,000 barrels was con-
sumed in this country. Domestic erude production exceeded
domestic consumption of all oils by 2,324,000 barrels.

ANALYSIS OF PETROLEUM SUPPLY AND DEMAND.
(Barrelsof42 U.S.gallons.)

March 1926 April 1926.| May 1926. | May 1925.

Suppl:/— ds ducti

crude production—
Domestic D 49,793,000
10,876,000

7,216,000
1,532,000

69,417,000
2,239,000

49,116,000
10,872,000

5,906,000
1,629,000

67,523,000
2,251,000

51,219,000|168,082,000
11,059,000

4,306,000, 6,484,000

2,220,000{ 1,505,000

68,804,000| 76,071,000
2,219,000{ 2,454,000

10,256,000

65,815,000
2,123,000

1,376,000

Total supply, all oils-
Daily average.

753,000|a10,876,000

| 68,664,000 78,399,000
2,215,000, 2,613,000

966,000( 1,308,000
8,056,000( 10,433,000
59,642,000, 66,658,000
1,924,000, 2,222,000

a2,595,000

71,399,000
2,303,000

1,842,000
9,603,000
59,954,000
1,934,000

Change in stocks, all oil
Demand—
Total demand. .
Daily average.
Exports.b—
Crude. .-
Refined
Domestic demand..-
Daily average,

Excess of daily average domestic
production over domestic de-
mand
Stocks (end of month)—

Crude—

East of California—

33,000 €213,000 75,000

227,928,000 229,148,000 224,786,000 1312085000
59,782 .000<

57,060,000, 59,223,000, |
43,996,000

| 38,634,000{ 37,179,000 44,600,000
88,482,000, 85,656,000 88,]80,000( 65,481,000
420,188,000 410,498,000 409,368.000;422.166.000
121,324,00()'120.138,000‘118.673,000|119.285.000

Grand total liquid stocks 541,512,000 530.636,000‘528,041.000‘541,451,000

» Includes shipments to non-contiguous territories. ¢ Deficiency
d Includes fuel oil.

California—

Heavy.d.-
Total crude---
Total refined

a Decreases.
due to fire loss.

Moderate Advance in Copper Prices—Lead Buying
Fairly Active—Zinc and Tin Are Firmer.

Definite improvement in copper was the feature in the
market for non-ferrous metals in the past week. Lead buying
was brisk, despite the holiday. The volume of business in
zine was moderate. Silver was dull and easy, tin dull and
firm, and antimony dull and steady, “Engineering and
Mining Journal” reports. Inquiry for copper was good
following the holiday and apparently all of the metal available
at 13.875¢. a pound, delivered, disappeared from the market.
Producers of copper now quote from 13.925 to 14c. a pound,
delivered in the East.

The developments of the week seem to have removed
whatever obstacles remained in the way of launching the
Copper Export Association, and an official announcement
that it is in operation is expected before the middle of
the month. Selling of copper abroad is reported at 14.075
and 14.10c. a pound, ec.i.f. Corroders were prominent
buyers of lead and in one or two instances have been com-
pelled to pay a higher premium than usual for July delivery.
Most of the buying has been for either prompt shipment or
or for July position, and the prevailing figures have been
8.10c. a pound in St. Louis, and 8.25¢. a pound in New York,
as the basis for common lead. Although the domestic
market for zine has not been active, the undertone is good
and prices have stiffened perceptibly. Tin has been firmer,
reflecting the trend of prices in London. Domestic buying
has been slow.

Steel Holiday Shorter than Usual Owing to Active
Market—Pig Iron Buying Heavy.

Steel works suspensions for the July holiday have amounted
to little in comparison with other years. Whereas, slacken-
ing demand has often permitted a week’s shut-down, this
year’s curtailment at plants of some of the largest producers
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was limited to Monday, observes the July 8 issue of the
“Iron Age.” Other evidence of the continuance of recent ac-
tivity is the large volume of specifications that came to
producers in the last week of June. Much of this business
was bars on which the old price of 1.90¢. was continued on
definitely scheduled deliveries, adds the “Age’ in its sum-
mary of events in the market, from which we quote further
as follows:

‘While some letting down from the June rate of steel production is expected
this month, it will be less than in six years at this season, and several
large producers are still operating at substantially the June rate. The
sheet trade is an exception, a number of mills having closed for the week.

Further sales of steel bars have been made at the new 2c. price. On the
one hand its maintenance is helped by the heavy tonnage booked for the
third quarter; at the same time, due to these bookings, new demand is
expected to be relatively light in July and August.

Pipe stands out as the most active of finished steel lines, oil country pipe
In particular. On some sizes of casing, deliveries range from four to six
Weeks, as against one week early in the year.

Sheet manufacturers will put into effect Aug. 1 new lists of extras which
Will increase the differentials on light as compared with the heavier sheets.
For some time competition has been keenest on the lighter gauges.

Sheet bars have been sold at the equivalent of $35, Pittsburgh, for
shipment into outside territory, this being also the Cleveland price on some
recent sales. Commonly $36, Pittsburgh and Youngstown, has been
maintained.

Of structural awards of 25,000 tons in the week the largest was 7,800
tons for a New York office building. Pending projects of about 20.(?00
tons include 4,000 tons for a New York hotel, 4,000 tons for a manufacturing
plant at Dayton, Ohio, and 3,500 tons for a Chicago business building.
The June bookings of structural steel by the largest independent producer
were 40% greater than for any previous month of the year, and the month's
total considerably exceeded its monthly mill capacity.

Philadelphia has barred the use of foreign steel for public buildings,
vielding to the urging of the Concrete Reinforcing Steel Institute.

Steel products used,in motor car paluts are moving more freely as the
latter get to work on the new models.

Makers of alloy steels have been in very close competition on some
recent Detroit business. One large automobile company bought 6,000
tons for third and fourth quarters.

Two Lake freighters, each taking 5,000 tons of plates, have been placed
with the American Ship Building Co.

The heavy buying of foundry and malleable pig iron has kept up in the
past week, particularly in the Central West. Cleveland offices booked
170,000 tons, after taking 200,000 tons in the final week of June. Chi-
cago’s total for last week was 100,000 tons. Prices, in contrast with those
for heavy steel products, have been at the year’'s low level, leading a good
many founders to contract for the full second half. Vv

An eastern Pennsylvania steel company bought 15,000 tons of basic
iron at $21 and $21 25, delivered, and a cast iron pipe company closed for
10,000 tons of pipe iron.

June shipments of Lake Superior iron ore, 8,770.000 tons, showed a
large gain over May, but to July 1 the season’s movement was but 14,893 -
000 tons, or 3,500,000 tons less than the 1925 total to that date. Howev(‘.r.
the Lake fleet should easily make up the tonnage lost because of ice in
April and May. 2 )

Scrap prices are slightly on the up grade, the average for heavy melting
steel at Pittsburgh, Chicago and Philadelphia in June haying been $14 40,
compared with $14 35 in May. In the last week of June the average was
$14 92, a rise of 92c. per ton since the first of that month. The June 1925
average was $16 09. .

Machine tool manufacturers have had uncommonly good business for

~this time of year and look for nearly the present rate of shop operations
through July and August.

Bounties granted by the German steel syndicate on semi-finished ma-
terials and rolled steel used in manufacturing for export have been in-
creased as a result of the new franc collapse. German exporting manu-
facturers are now getting materials at much below pre-war prices.

The “Iron Age’ composite price for finished steel stands at 2.431c. per
Ib. for the third week, and was at exactly the same level one year ago.
Pig iron remains at $19 71 for the second week, as is evident in the usual
composite price tables which follow:

Finished Steel, July 6 1926, 2.431c. per Pound.
Based on prices of steel bars, beams, tank [One week ago
g]ntvs, plain wire, open-hearth rails,{One month 2 (1 2
8lnrlc pipe and black sheets, constituting | One year ago 3lc.

% of the United States output. {10-yeéar rre-v ar average, 9c

Pig Iron, July 6 1926, $19 71 per Gross Ton.
Based on average of basic and foundry|[One weeck ag0 .- - -
irons, the basic being Valley quotation,{One mcnth ag
the foundry an average of (‘hic:xgn,{onc year ago._ - - -~

Philadelphia and Birmingham. 10-year pre-war average, 1

Finished Steel———— —————Pig Iron————

High. Low. Tigh. _Low. ‘
1926...2.453¢c. Jan. 5 2.403c. May 18 $21 54 Jan. 5 $1971 June 29
2.396c. Aug. 18 2250 Jan. 13 18 96 July 7

1925.-.2.560c. Jan. 6 1 Y
1924:_.2.789¢c. Jan. 15 2.460c. Oct. 14 22 88 Feb. 26 1921 Nov. - 3
2077 Nov. 20

19237°°2.824c. Apr. 24 2.446c. Jan. 2 3086 Mar. 20

Following stimulated buying activity in June, new busi-
ness in steel since the turn of the half year has been showing
a normal relaxation, to which the holidays attendant upon
the Fourth contributed a quieting influence, observes the
“Iron Trade Review’’ in its weekly summary of market con-
ditions. In the week prior to July 1, however, the market
witnessed a continuation of the heavy flow of incoming
tonnage, due in large part to buyers availing themselves of
outstanding quotations rendered more attractive by the
recent course of events. With some producers this tonnage
last week was the largest for any similar period in months,
continues the July 8 number of this trade journal, which
then goes on to say:

Practically all these open options now have been driven in. The situ-
ation at present is that mills find themselves in possession of a better volume
of orders for shipment over the next 30 to 60 days, in addition to a consid-
erable amount of provisional tonnage, on a higher level of prices, which to
become liquid, must be specified against during the next 30 to 60 days.

1
these contracts will be drawn out, therefore, in large measure wil
iz;mlne the firm establishment of the price advances recently quoted.

Additional orders for pig iron placed during the week total approximately
290,000 tons. With five weeks of the buying movement elapsed, the total
booked by furnace interests is between 1,450,000 and 1,500,000 tons.

Advent of the third quarter finds finished steel prices considerably better
stabilized than in the past three months. Although protections still are out
in some quarters on lower priced tonnage, bars and shapes have been estab-
lished at 2c. Pittsburgh and plates at 1.90c. for third-quarter business.

First half car buying shows betterment over 1925. Passenger car awards
totaled over 900 and freight cars 40,068. This compares with 450 for pas-
senger and 25,815 for freight cars in the same period of 1925. Finished
steel buying is steady. A feature is the award of three Great Lakes ore
freighters, each taking 5,000 tons. A pipe line from Amarillo, Tex., to
Kansas City, on which alternate plans just have been proposed, involves
475 miles of 20-inch pipe, or 100,000 tons of steel.

Steel works operations generally lower, following the Fourth of July holi-
day. Valley works are operating at 60, compared with 73% last week.

This week’s composite price, based on 14 leading iron and steel products,
is $37 74. 'This is unchanged from the previous week. It compares with
$38 22, the average during May and $37 60 a year ago.

Further Reduction in Steel Output.

In June a further reduction occurred in steel production,
bringing the output down to the lowest level since September
last. The American Tron & Steel Institute in its regular
monthly statement issued July 9 puts the production of steel
ingots in June 1926 by companies which in 1925 made 94.50%
of the steel ingot production in that year, at 3,544,367 tons,
of which 3,036,162 tons were open hearth, 498,764 tons Bes-
semer and 9,441 tons all other grades. The calculated pro-
duetion for all companies on this basis during June 1926 was
3,750,653 tons, as compared with 3,945,336 tons in May,
4,123,941 tons in April, but with 3,204,451 tons in June 1925.
The average daily production of all companies was 144,256
tons in June, with 26 working days, compared with 151,744
tons in May with same number of working days and with
an average of 158,407 tons for February’s 24 working days.
In the following we give the details of production back to
1925:

MONTHLY PRODUCTION OF STEEL INGOTS, JAN. 1925 TO DEC. 1925

Reported for 1925 by companies which made 94,50% of the steel ingot production
in that year.

Calculated
Monthly
Production
All

Approz.
No.of | Datly Pro~
Work-| duction
ing | All Cos.
Days .|GrossTons

Monthly
Production
Companies
Reporting.

Months
1925,

Open

Hearth. Bessemer. | All Other

Companies.

January
Feb.___

3,263,256 689,906
9
March . 3

933,225 602,042
3 614,860
£ 515,715

497,708

11,960
12

April__. 8
May... 755,56
June.. 2,540,729 476,945

6 mos._| 17,689 358| 3,307,266
2,446,068
2,698,285
2,738,673
3,077,114
3,092,194
3,169,796

3,267,059
3,030,164

21,165 677

144 407

118,634
131,577
134,214
144,030
156,116
152,728

6.660,4341 168.043! 41,730,065 44,140,738 141,932

MONTHLY PRODUCTION OF STEEL INGOTS, JAN. 1926 TO JUNE 1926.
Reported for 1926 by companies which made 94.50 % of the steel ingot production
in 1925.

July ...
August.
Sept - ..
October
Nov ...
Dec: e

457.005]
523,734
547,121
584,567
581,347
569,304

Total. 34,{)11‘4;3;4

Approz,
Datly
Production, of
All Cos. Opera-
GrossTons.| tion.

159,633/x88,90
158.407/x88.22
166.23¢(x92.58
158.613/x88'33
151,744 x84 .51
1442

Calculated
Monthly | Monthly | No. of
Production/Production Work-
Compandtes Al [ ing
Reporting. Companies.i Days.
4,150.469|
3,801,776

Open-
Hearth.

Besse-
mer.

Al
Other.

3,326,84¢
.| 3,023,82¢
3,590,791
-| 3.282,437

--|*3,201,230;
June__| 3,036,162

581,682
556,031
635,680,
601.037
516,676
498,764

13,664
12,818
5,031

3,922,19:
3,592,678
4,241,502
13,652 3.897,124| 4.
10,437| 3,728,343

9,441f 3,544,367| 3,

6 mos_[19,461,2 75.043122,026.207124.260.537
* Revised. x Revised to conform to final determination of theoretical capacity.

The figures of :'I)Cr cent of operation” are based on the ‘‘theoretical rapacity'
as of Dec. 31 1925, of 55,844,033 gross tons of ingots.

156,

Actual Production of Pig Iron During June.

Final 'figures, representing the actual production of pig
iron during June, show that the estimates, gathered by wire
on June 29, were very nearly correct, reports the “Iron Age’
in its July 8 issue. The actual output was 3,235,309 gross
tons, or only 540 tons more than the 3,234,769 tons published
last week as the estimate (see page 28 in last week’s
“Chronicle.’’)

The June output was 107,844 tons per day, or 4,460 tons
ess than the daily rate in May—a decline of 4%. The
estimated daily rate published last week was 107,825 tons,
or 19 tons less than the actual rate. The 4% loss in June
compares with a 2.3% loss in May. In April there was an
increase of 3.6 % over March, continues the ‘“Age,”’ adding:

The production of coke pig iron for the 30 days in June was 3,235,309
tons, or 107,844 tons per day, as compared with 3,481,428 tons, or 112,304
tons per day for the 31 days in May. The June output is the fourth largest
this year and is the largest for that month since June 1923, when the total
was 3,676,445 tons, .

There was a net loss of 8 furnaces during June, 11 having been shut down

and 3 blown in. In May the net loss was 9 furnaces. In April there was a
net gain of 1 furnace, with a gain of 10 in May and 2 in February,
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There were 220 furnaces active on July 1, as compared with 228 on
June 1. The estimated daily capacity of the 220 furnaces was 106,140
tons as contrasted with 110,600 tons per day for the 228 furnaces operating
onJune 1. Of the 3 furnaces blown in, 2 were merchant furnaces and 1 was
a Steel Corporation stack. Of the 11 furnaces blown out or banked, 5 were
Steel Corporation stacks, 4 were those of independent steel companies
and 2 were merchant furnaces.

The ferromanganese production in June was 25,378 tons, or the second
largest this year, January having been 29,129 tons. Only 5,864 tons of
spiegeleisen was made last month, or the smallest this year.

Two more coke blast furnaces have been dismantled. The two Watts
furnaces, located in Kentucky and owned by the Virginia Iron, Coal &
Coke Co., are being torn down. This reduces the total number of coke
furnaces, as likely to produce pig iron, to 369.

Among the furnaces blown in during June were the following: No. 4
furnace of the National Tube Co. in the Pittsburgh district; the Oriskany
t(l)llx;lnace of E. J. Lavino Co. in Virginia, and the Sarah furnace in southern

0.

Among the furnaces blown out or banked during June were the following:
One Lackawanna furnace of the Bethlehem Steel Corp. in the Buffalo
district; No. 2 furnace of the New Jersey Zinc Co. in the Lehigh Valley;
a furnace at the Coatesville plant of the Bethlehem Steel Corp. in the
Schuylkill Valley; No. 2 Clairton furnace and No. 5 Duquesne furnace of the
Carnegie Steel Co. and one furnace of the National Tube Co. in the Pitts-
burgh district; No. 2 Newcastle furnace of the Carnegie Steel Co. in the
Shenango Valley; D furnace at the Maryland plant of the Bethlehem Steel
Corporation in Maryland; one furnace of the Otis Steel Co. in northern
Ohio; one Bessemer furnace of the Tennessee Coal, Iron & RR. in Alabama,
and the Rockdale furnace in Tennessee.

DAILY RATE OF PIG IRON PRODUCTION BY MONTHS—GROSS TONS
Steel Works Merchant.* Total
18.663 89,115
20,221 85,936
18.711 87,241
20,573 90,873
21,064 97,528
23,505 100,767
23,301 104 853
23,107 106,974
23,260 104,405
25,191 111,032
25.7R8 115 004
25,622 112,304
22,709 107,844
* Includes pig Iron made for the market by steel companies

PRODUCTION OF STEEL COMPANIES FOR OWN USE—GROSS TONS

Total Iron. Splegele

R otes e witte P ‘igzgw I’erromanqamsa.'

1925. 1926 Fe-Mn. Splegel.
2,692,537 2,599,876 23,578
2,539,785 | 2,272,150 18.184
2,812.995 2,66 20.062
2,514,828 2. 21,448
2,306,887 22,679
2,113,566 19,836

14,980,598

2,037,160
- 2,124,439
- 2.109,205
. 2,370,382
- 2,317,888
2,528,120

- 65,715

October...
November
December.
1926—January. . .
February
March
April..
May. -

- 89,236

Fe-Mn.
29,129
22,309
24,064
24 134

January Sptegel
February .

March. ..

125,787

16,614
18,867
18,381
21,421
25,490
26,072

252.632

September
October.. .
November . _
December

28,467,792
output of merchant furnaces.

PIG IRON PRODUCTION

* Includes
TOTAL

1926
3,316,201
2,923 414
3,441 98¢
3,450 122
3,481 428
3,235,309

19,848,451

January. .
February .
Mareh. .
April.. 3,233 4¢
i
2,026,221

19,011,948

2,664,024
2,704,476
2,726.108
3,023,370
3,023,006
3,250,448

36,403,470
The 1925 production of this tror

1,784 809
.- 1,887,145
- 2,053,264
- 2,477,127
- 2,509,673
2,961,702

YOAL S o s s e | 31,108,302

* These totals do not include charcoal pig iron
was 196,164 tons

Foreign Demand for Coal Continues
Dull.

Foreign buying still commands the centre of the stage in
an otherwise dull, but steady, bituminous market :

—Domestic Trade

HahOnsl DULAE ? , according
to the “Coa Age’s" opinion Plns \'vcek. As has been the case
since this movement began in mid-June, West, Virginia high
volatile coals have the first call on the business. During the
past week fresh impetus was added to export tradmn: by the
. . . 4 > v o
lifting of the embargo laid upon C. & O. shipments to New
port News on June 24 to clear up congestion at the piers, ob -
serves the “Coal Age” in its July 6 summary of conditions
in the markets, from which we quote as follows:

The removal of these restrictions was signalized by an upward swing in
pier prices on pools 5, 6 and 7, which went to $4 30@$4 40. This was 15c.
better than the preceding week, but 20c. under the figures reached before
the embargo. Quotations on pools 1 and 2 were slizhtly weaker. Asking
prices on pool coals at other North Atlantic ports were unchanged. Inland
quotations on West Virginia high volatiles also were unaffected by the ex-
port demand.

Nevertheless, this foreign movement, which pushed export dumpings at
Norfolk over the 1,000,000-ton mark, last month, and sent Baltimore totals
climbing towards 200,000 tons, has had a fayorable sentimental reaction on
other Eastern coals and has brought a brighter tone to markets where there
has been no upward swing in actual prices. It has served, too, to revive
the interest of languid Eastern buyers,

In the Middle West a sluggish sentiment predominates. Recent advances
in domestic prices have not stimulated buying, but screenings are again up.

Ohio steam grades suffer from West Virginia and Kentucky competition.
There is a better outlook in both the Northwest and the Southwest, but little
gain in Colorado or Utah. The *'Coal Age” index of spot bituminous prices
on July 5 was 158 and the corresponding price was $1 91, as compared with
157 and $1 90 on June 28.

The anthracite outlook is uncertain. In some markets, household con-
sumers still are in revolt against the failure of the producers to make the
usual spring reductions. To what extent that dissatisfaction will be ex-
pressed in purchases of other fuels and to what extent merely in delayed buy
ing of hard coal is in the conjectural stage. Opinion is conflicting. - Stove
easily leads in demand, while nut is hard to move. In the steam division,
rice has become as troublesome as buckwheat.

Connellsville coke output during the week ended June 26 showed its first
increase in a month. Prices, too, were firmer. How much of this strength
was due to buying in anticipation of curtailed supply over the holidays and
how much to an actual rise in current demand remains to be seen,

Output of Bituminous Coal, Anthracite and Coke.
Shows Small Gain.

In contrast with the falling off in the production of the
coal and coke mines reported last week, the United States
Bureau of Mines on July 3 estimated that the output of
bituminous coal in the week ending June 26 had increased
322,000 tons, anthracite 55,000 tons and coke 3,000 tons
over the respective outputs in the preceding week. Details
of the production of each of these fuels, as reported by the
Bureau, follow:

Production of bituminous coal during the week ended June 26, including
lignite, coal coked at the mines, and local sales, is estimated at 9,825,000
net tons. The estimate is partly based on the 171,146 cars loaded for
shipment. Compared with the revised figures for the preceding week,
this shows a gain of 322,000 tons, or about 54,000 tons a day.

Estimated United States Production of Bgzmmous Coal (Net Tons) Including Coal

‘oked.a

1926 1925
Cal. Year Cal. Year

10 Date. to Date.b
243,028,000 212,592,000
1,758,000 1,538,000
252,531,000 220,994,000
1,750,000 1,533,000
262,356,000 8,662,000 229,656,000
1,746,000 1,444,000 1,529,000

a Original estimates corrected for usual error, which In past has averaged 2%.
b Minus one days’ production first week in January to equalize number of days
in the two years. c¢ Revised since last report. d Subject to reyision.

Total production of bituminous coal during the calendar year 1926 to
June 26 (approximately 150 working days) amounts to 262,356,000 net
tons. Figures for similar periods in other recent years are given below:

1028 S 274,143,000 net tons
27,969,000 net tons
229,656,000 net tons

Week.
8,622,000
1,437,000
8,402,000
1,400,000

ANTHRACITE.
Production of anthracite during the week ended June 26 is estimated,
subject to slizht revision, at 2,087,000 net tous, an increase of 55,000
tons over that in the preceding week.

Estimated United States Production of Anthracite (Nes Tons).
1926 P
Cal. Year

Week. to Date.
2,083,000 31,063,000
-2,032,000 33,095,000 1,745,000 41,451,000
June 26 2,087,000 35,182,000 1,800,000 43,251,000

a Minus one day’s production first week in January to equalize number of days
in the two years.

Total production of anthracite during the present calendar year to
June 26 amounts to 35,182,000 tons, approximately 8,070,000 tons, or
18.7% less than in 1925. Figures for corresponding periods in recent
years are given below:

22,314,000 net tons
1928 a2 oo 48,660,000 net tons

BEEHIVE COKE.

Production of beehive coke during the week ended June 26 is estimated
at 187,000 net tons, an increase of approximately 3,000 tons.over the
revised estimate for the proceding week.

Total production of beshive coke during 1926 to June 26 amount to
6,530,000 tons, as against 5,187,000 tons during the corresponding perfod
in 1925.

Week. to Date.a '
1,825,000 39,706,000

Week Ended—

43,606,000 net tons
cemnn~n---43,251,000 net tons

Estimated Productlon of Beehive Coke (Net Tons).
—————Week Ended- ——— 1926

June 19 June27

1926.c 1925.

152,000 91,000 5 3,951,000
12,000 9,000 383, 309,000
9,000 15,000 - 508,000
4,000 4,000 195,000
4,000 5,000 116,000

Washington and Utah 3,000 3,000 108,000

United States total 184,000 127,000 6,539,000 5,187,000
Dally average 31,000 21,000 43,000 34,000
a Adjusted to make comparable the number of days covered in the two years.
b Subject to revision. ¢ Revised since last report.

1925
lo

Daté.a
Pennsylvania and Ohio

West Virginia. 13
Alabama, Ky., Tenn. & Georgla.

Colorado and New Mexico.

Production of Bituminous Coal in May.

The table below presents estimates of soft coal production
by States, in May as compiled by the United States Bureau
of Mines. Total production during the month amounted
to 39,059,000 net tors, a decrease of 1,020,000 tons, or 2.5%,
from that in April. The number of working days in the two
months was approximately the same. As indicated by the
detailed figures, the May output was smaller in all States
except Utah, West Virginia and Eastern Kentucky, continues
the Bureau's statement, which then adds:

The last three columns in the table show the total amount of soft coal
produced in each State during the first five months of the present year.
Similar data, given for corresponding periods in 1925 and 1924, make possi-
ble an interesting c>mparison. It should be remembered, however, that
the figures for 1925 only are final.
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ESTIMATED PRODUCTION OF SOFT COAL, BY STATES, IN APRIL 1926
AND IN THE FIRST FOUR MONTHS OF THE LAST THREE
CALENDAR YEARS. T
Month —Four Months, Jan. 1 to May 31—
1926. 1925. 1924.
9,043,000 8,047,000
592,000 519,000
4,046,000 3,834,000 4,454,000
28,041,000 26,516,000 29,367,000

260,000
3,438,000
875,000
225,000
28,000
143,000
131,000
203,000
56,000
1,793,000
148,000
10,261,000
405,001

hi0eanna.
Oklahoma.. .._
Pennsylvania. ...
Tennessee........

5 52'388

55,384,

2,683,000 2,803,000
42,000

37,000 113,000

40,079,000 39,059,000 225,514,000 197,719,000 203,802,000
a This group is not strictly comparable in the three years.
The total amount of anthracite produced in Pennsylvania in May is
estimated at 8,054,000 net tons, as against 8,217,000 tons in April—a
decrease, during May, of 163,000 tons, or 2%.

' Coke Statistics for Month of May.

The total by-product output for May was 3,722,000 net
tons, and that for April was 3,602,000 tons, reports the
United States Bureau of Mines on June 26. The apparent
inerease of 120,000 tons, or 3%, is due to the fact that the
month was longer by one day, for the average daily produc-
tion was exactly the same in the two months—120,000 tons.
The plants operated at about 889 of capacity. However,
of the 81 plants now in existence, only 74 were active in
May, one less than in April. The Bureau, in quoting the
“Iron Age,” then goes on to say that the production of coke
pig iron in May amounted to 3,481,428 gross tons, with a
daily average of 112,304 tons. The corresponding figures
for April were 3,450,122 gross tons and 115,004 tons, respec-
tively.

Beehive coke production continues to decline, dropping
from an estimated tonnage of 981,000 in April to 884,000 in
May—a decrease of 97,000 net tons, or nearly 10%.

The output of all coke was 4,606,000 net tons, the by-
produet plants producing 819, and the beehive ovens 199%,.

MONTHLY OUTPUT OF BY-PRODUCT AND BEEHIVE COKE IN THE
UNITED STATES (NET TONS).a

Total.

4,748,000
3,639,000
4,225.000
4,902,000
4,935,000
4,583,000
4,606,000

Beehive Coke.

1,615,000
806,000
893.000

1,402,000

1,158,000
981,000
884,000

By-Product Coke.

1923 monthly average.__
1924 monthly average..._
1925 monthlv average.__
February 1926
Xlal;chlsl’me--

pril 1926. 3,602,000
May 1926 3,722,000

a Excludes screenings and breeze.

The total amount of coal consumed in by-product and
beehive coke plants in May was 6,742,000 tons, 5,348,000
tons at by-product plants and 1,394,000 tons at beehive
plants, showing the slight total gain of 19,000 net tons.

ESTIMATED MONTHLY CONSUMPTION OF COAL IN THE MANUFAC-
TURE OF COKE (NET TONS).

3,133,000
2,833,000
3,332.000
3,500,000
3,777,000

Total Coal
Consumed.

Consumed in
By-Product Ovens,

Consumed in
Beehive Ovens.

2,507,000
1,272,000
1,371,000
2,212,000

1923 monthly average...
1924 monthly average...
1925 monthlv average...
February 1926 L
March 1926.. 1,826,000 7,252,000
April 1926.. 1,547,000 6,723,000
May 1926 1,394,000 6,742,000

Of the total output of by-product coke during May,
3,076_,000 tons, or 82.6%, was made in plants associated
with iron furnaces, and 646,000 tons, or 17.4%, was made at
merchant or other plants.

PER CENT OF TOTAL MONTHLY OUTPUT OF BY-PRODUCT COKE

THAT WAS PRODUCED BY PLANTS ASSOCIATED WITH IRON
FURNACES AND BY OTHER PLANTS, 1921-1926.

4,523,000
4,060,000
4,787,000
5,029,000
5,426,000
5,176,000
5,348,000

7,030,000
5,332.000
6.158.000
7,241,000

1921. 1922. 1923.

Fur-

1924. 1925, 1926.

Fur- Fur- Fur-

Othe: |nace.|Other

January --
February -
March. ...
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November
December.
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17.31 83.8

Total Valuefof Imports and Exports of Merchandise
by Grand Divisions and Principal Countries.

The Bureau of Foreign and Domestic Commerce of the
Department of Commerce at Washington has issued its
report showing the merchandise imports and exports by
grand divsions and principal countries for the month of
May and the 11 months ending with May for the years
1925 and 1926. The following is the table complete:

TOTAL VALUES OF EXPORTS AND IMPORTS OF MERCHANDISE BY
GRAND DIVISIONS AND PRINCIPAL COUNTRIES.

Month of May.
1925.

Eleven Months Ended May.
1925. 1926.

Ezports to—
1926.

Grand Divisions—
$175,322,163($145,476,727($2,515,276,833|$2,189,487,851
107,466,164 110,873,311| 1,046,403,384| 1,067,540,531
35,689,378| 35,341,520 329,218,208 390,050,067
29,416,867 41,955,449 427,829,949 498,748,155
15,688,777| 15,527,066 151,670,982 182,524,519
7,361,761 7,446,956 70,834,033 87,164,965

$370,945,110|$356,621,020{84,541,233,389|$4,415,516,088

$8,829,821| $7,434,085| $119,804,067| $102,409,906
3,875,125| 3,258,627 45,014,371 52,264,042
20,266,145| 19,084,349 273,423,829 261,472,604
28,726,631 21,202,271 441,624,040 352,869,634
781,316 638,566 20,991,572 9,799,114
14,021,982 11,800,817| 207,864,994| 154,387,308
12,654,182  8,730,557| 158,011,329/ 111,595,969
1,932,032 : 26,720,840 22,254,218
6,149,169 52,380,747 49,674,358
6,417,559 70,919,902 69,935,411
3,287,284 38,496,610 37,332,456
717,951 7,270,899 8,304,157
62,805,950 1,007,575,770{ 908,135,657
66,815,118 587,661,922| 633,909,747
5,634,451 65,152,238 67,143,415
11,908,831 135,705,809 129,566,095
17,242,505 191,523,465| 171,332,930
1,560,037 15,514,900 15,543,761
12,263,016 123,928,457 137,498,435
9,384,876 71,749,065 77,673,895
3,566,223 31,742,091 42,470,077
3,208,788 30,855,401 43,649,020
627,896 5,079,519 6,116,901
1,973,940 21,716,583 24,389,856
1,753,027 17,526,339 20,072,621
1,914,749 18,602,467 29,052,272
2,312,787 31,227,478 42,022,021
950,783 7,868,185 12,718,767
9,025,819 95,551,326
1,084,538 11,521,422
1,745,788 21,378,058
8,164,802 237,585,331
4,939,835 59,456,120
11,473,279 143,013,534
3,715,674 37,147,016
4,015,130 45,017,868
526,162 7.144,501

12,876,652
1,186,912
10,643,457

Dominican Republic
Argentina
Brazil_ .

Colombia
Ecuador..
Perileess
Uruguay -

British India. .
British Malaya
Chingelt Uoad
Hong Kong

Dutch East Indies.

985,668
9,028,997
804,516
1,742,885
18,752,705
4,945,332
11,697,783
3,611,977
4,672,552
554,525

208,83¢
57,311,293
119,607,606
29,843,452
36,559,348
5,718,850

n
Philippine Islands.
Australia_. . .

New Zealand. ..
British South Af
Egypt

Eleven Months Ended May.
1926.

Month of May.
1925. 1926.

Imports from—

1925.

Grand Divisions—
$92,210,107| $89,461,075($1,081,760,384|81,170,402,794
89,121,502 874,811,068, 888,900,949
32,848,376 A 58,554,03¢ 516,419,134
101,597,043 2 1,395,839,643
6,988,442 66,156,712
4,753,251 92,120,478

$327,518,721($321,028,662)$3,498,912,640|$4,129,839,710

$5,488,243 $60,890,41 $65,415,050
297,391 4,630,014 3,772,670
10,405,575 5 142,010,485
1,800 177,498,217
14,464,804
87,605,362
95,456,715
21,199,656
14,163,101
35,791,713
R 34,032,541
2,451,772 3

31,676,362 3 5 380,479,668
37,560,405 432,394,002
4,900,774 46,408,773
17,927,216 154,899,894
i 206,508,029
804,18: © 7,310,374
3,822,529 78,593,727
11,017,445 229,356,876
9,509,781 79,965,889
5,580,081 56,831,112
690,996 8,703,390
316,639 21,258,291
276,742 19,670,275
1,321,925 19,837,289
13,679,733 146,476,596
-+ 17,900,499 404,942,094
18,686,954 140,219,370
3,645,777

9,874,591
7,607,832

117,710,371
22,569,537 384,509,307
11,850,731

99,931,043

4,078,765 47,982,897
2,761,744 14,868,222
656,169 14,741,369
921,067 38,971,964

Oceania

1703.914
Africa,. - 4,739,643

$6,018,064
281,694
8,771,239
14,412,886
1,006,990
7,419,859
7,892,050
1,988,227
1,092,
4,362,

Switzerland .. - .
United Kingdom

1,051,136

6,932,908
14,204,993

6,7 g

6,357,767
16,972,621
14,202,429
Venezuela - 24
British India
British Malaya Y
932
16,815,971
64,617,034
318,164,038
88,365,368
40,734,539
17,069,805
7,774,614
34,179,794

Dutch East Indies
Japa

Phill

Australia .. .-~
New Zealand
British South Africa

24,809,566
11,451,728
6,168,278
1,193,575
811,891
1,572,182

Association of Cotton Textile Merchants to Conduct
Research Program—To Disseminate Information
on Production, Distribution, &c., to Public.

Announcement was made on July 8 that the Association
of Cotton Textile Merchants will undertake an experimental
research program with a view to developing for the informa-
tion of the public and the industry itself the facts about the
industry’s position from the standpoint of production, dis-
tribution and consumption of cotton goods. The Associa-
tion confirmed the appointment of a special committee to
supervise and direct the research and investigation necessary
to carry out the .proposed program. The Association also
authorized a special appropriation for the same purpose.
The committee includes Bertram H. Borden, Chairman,
William D. Judson, Floyd Jefferson, Leavelle MeCampbell
and Gerrish H. Milliken.

igitized for FRASER
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The Week with the Federal Reserve Banks.

The consolidated statement of condition of the Federal
Reserve banks on July 7, made public by the Federal Re-
serve Board, and which deals with the results for the twelve
Federal Reserve Banks combined, shows an increase of $75,-
100,000 in total holdings of bills and securities and of
$40,200,000 in Federal Reserve note® circulation, and de-
creases of $37,600,000 in cash reserves and of $5,300,000
in non-reserve cash. An increase of $97,500,000 in holdings
of discounted bills was partly offset by reductions of $11,-
800,000 and $10,000,000, respectively, in holdings of
acceptances purchased in open market and Government
securities. After noting these facts, the Federal Reserve
Board proceeds as follows:

Discount holdings of the Federal Reserve Bank of New York increased
$135,500,000 and those of the San Francisco bank $12,000,000, while the
Philadelphia bank reports a decline of $11,300,000, Chicago $27,200,000,
Cleveland $7,100,000, St. Louis $4,700,000, and Boston $3,700,000.
Open-market acceptance holdings declined $4,100,000 at the Boston
bank, $3,100,000 at New York, and $2,700,000 at Aulanta. The System’s
holdings of Treasury certificates declined $6,600,000 and of U. S. bonds
$4,900,000, while holdings of Treasury notes increased $1,500,000.

All of the Federal Reserve banks report a larger amount of Federa
Reserve notes ‘in circulation, the principal increases being: San Fran-
cisco, $9,500,000; Atlanta, $7,800,000; and Chicago, £6,400,000.

The statement in full, in comparison with the preceding
week and with the corresponding date last year, will be found
on subsequent pages—namely, pages 180 and 181. A
summary of changes in the principal assets and liabilities of
the Reserve banks during the week and the year ending
July 7 1926 is as follows:

Increase (+) or Decrease (—)
| During
Week.
—&37,600,000
—28,100,000
475,100,000
-+97,500,000
466,200,000

oAl BOSET N EB e m S s = e o o
Gold reserves
Total bills and securities_
Bills discounted, total
Secured by U. S. Govt. obligations..
Other bills discounted
Bills bought in open market.__ __
U. S. Government securities, tota,

Treasury notes...—.-_—_--

Certificates of indebtedne:
Federal Reserve notes in circulation
TotalidepoRite s s o o e i

Members’ reserve deposits.

The Member Banks of the Federal Reserve System—
Reports for Preceding Week—Brokers’ Loans
in New York City.

It is not possible for the Federal Reserve Board to issue
the weekly returns of the member banks as promptly as the
returns of the Federal Reserve banks themselves. Both
cover the week ending with Wednesday’s business, and the
returns of the Federal Reserve banks are always given out
after the close of business the next day (Thursday). The
statement of the member banks, however, including as it
does over 700 separate institutions, cannot be tzﬂ?ulated
until several days later. Prior to the statement for the
week ending May 19, it was the practice to have them ready
on Thursday of the following week, and to give them out
concurrently with the report of the Reserve banks for the
new week. The Reserve authorities have now succeeded
in expediting the time of the appearance of the figures, and
they are made public the following week on Mondays in,StCtLd
of on Thursdays. Under this arrangement the ;'eport for
the week ending June 30 was given out after the close of
business on Tuesday of the present week, Monday having
been a holiday (Independence Day).

The Federal Reserve Board’s weekly condition statement
of 702 reporting member banks in leading cities as of June
30 shows increases of $190,000,000 in loans and discounts
$25,000,000 in investments, $352,000,000 in net demzm(i
deposits, and of $33,000,000 in borrowings from the Federal
Reserve banks. Member banks in New York City reported
increases of $166,000,000 in loans and discounts, $16,000,000
in investments, $226,000,000 in net demand deposits, and of
$14,000,000 in borrowings from the Federal Reserve banks.
As already noted, the figures for these member banks are
always a week behind those for the Reserve banks them-
selves.

Loans on stocks and bonds, including U. 8. Government
obligations, were $161,000,000 above the previous week’s
total, of which $140,000,000 was reported by banks in the
New York district. “All other” loans and discounts in-

b://fraser.stlouisfed.org/

creased $29,000,000, increases of $24,000,000 in the New
York district, $16,000,000 in the Chicago distriet, and $6,-
000,000 in the Kansas City district being offset in part by
declines of $15,000,000 and $7,000,000 in the Atlanta and
Richmond distriets,  respectively. Total :-loans to brokers
and dealers, secured by stocks and bonds, made by reporting
banks in New York City, were $32,000,000 above the June
23 total, loans for own account having increased $128,000,000
while loans for out-of-town banks and for others declined
$59,000,000 and $37,000,000, respectively. Further com-
ment regarding the changes shown by these member banks
is as follows:

Holdings of U. 8. securities were $3,000,000 larger than on June 23, the
principal changes being an increase of $19,000,000 in the Chicago district,
and a reduction of $9,000,000 in the Boston district. Holdings of other
bonds, stocks and securities increased $22,000,000, increases of $15,000,000
in the Chicago district and $13,000,000 in the New York district being partly
offset by a decline of $7,000,000 in the Cleveland district.

Net demand deposits increased $352,000,000 during the week, increases
being reported for all districts except Cleveland and Atlanta. The princi-
palincreases by districts were as follows: New York, $234,000,000; Chicago,
$56,000,000; Boston, $21,000,000; Richmond, $12,000,000; Philadelphia
$11,000,000, and Kansas City, $9,000,000. Time deposits increased $13,-
000,000 in the Cleveland district, $12,000,000 in the New York district,
and $42,000,000 in all Federal Reserve districts.

Borrowings from the Federal Reserve banks were $33,000,000 above
last week’s total, the increase at reporting member banks in the Chicago
district being $21,000,000, in the Boston district $13,000,000, and in the
New York district $9,000,000.

On a subsequent page—that is, on page 181—we give the
figures in full contained in this latest weekly,return of the
member banks of the Reserve: system. In the following is
furnished a summary of the changes in the prineipal items as
compared with a week ago-and with last year:

Increase (+})or_ Decrease (—)
uring
Week.
-+ $190,000,000
+6,000,000

+155,000,000

+29,000,000

+25,000,

+3,000,000

+22,000,000

—4,000,000

Loans and discounts, total___
Secured by U, S. Govt. obligation:
Secured by stocks and bonds____

Investments, total
United States securiti -
Other bonds, stocks and securities..__

Reserve balances with F. R. banks

Cash in vault :

Net demand deposits-

Time deposits

Government _deposits

Total borrowings from F. R.

—19,000,000

Summary of Conditions in World’s Markets According
to Cablegrams and Other Reports to the
Department of Commerce.

The Department of Commerce at Washington releases
for publication to-day (July 10) the following summary
of conditions abroad, based on advices by cable and other

means of communication :
GREAT BRITAIN.

Notwithstanding the efforts of the Government to terminate
the disagreement between the British coal miners and owners,
coal mining has not yet been resumed on a substantial basis. The
nation’s industrial production is becoming more and more re-
stricted. The Government, during June, proceeded with legislation
along the lines of the Coal Commission’s recommendations, and
two bills have been receiving the attention of Parliament. Unem-
ployment, excluding miners idle due to the coal stoppage, totalled
1,634,700 persons for the week ended June 21, an increase of 4,761
over the previous week’s figures. Iron furnaces in blast now
number only about 12 as compared with 23 on June 1. Iron and
steel production is negligible, and where produced, foreign fuel is
being used. Motor car sales and production are subnormal.
Retail busines is reported as being quite good although lower
prices prevail. Wholesale trade, however, is experiencing difficulty.

BELGIUM.

The Belgian flax crop promises to be good and of excellent
quality, Spinners have booked orders only to October, while the
domestic and foreign demand for both yarns and fabrics is ex-
tremely dull. Cotton spinners have considerable stocks on hand,
consequently new crop buying is late and restricted. The propor-
tion of American cotton which Belgium takes has been increased
while Indian cotton has been neglected. In spite of slack demand,
production has not been greatly curtailed and stocks of yarns are
accumulating.

ITALY.

The Italian Government has launched a far-reaching program
for the economic restoration of the country, according to a cable
from Commercial Attache MacLean at Rome, which embraces
practically all phases o fits commercial and industrial life and
is intended to make the country less dependent upon foreign
sources of supply, especially for luxury items. Financial condi-
tions continue sound, with Government operation returning favor-
able balances. Unemployment is unusually low, notwithstanding
the fact that many industries are not working at full capacity.
The outlook for the most of the major industries is somewhat
improved. In view of accumulated stocks and uncertain prospects
in the automobile industry the Fiat plant has reduced production.
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SPAIN.

The Spanish government has prepared a semi-annual budget for
the period July 1 to December 31, providing for expenditures of
1,445,000,000 pesetas and revenue of 1,478,000,000 pesetas. There is
no appreciable reduction from last year's expenditures but the
statement contains provisions for new revenue amounting roughly
to 1,000,000 pesetas for the six-months period. The collections of
the Spanish Treasury for May 1926 show a large increase over
_those of the corresponding month of last year, principally due to
increased customs collections, sugar and alcohol duties, stamp
taxes and lotteries,

SWEDEN.,

The general economic position of Sweden is steadily improving,
but in certain industries, especially iron, the position can still
l?e characterized as critical. The textile industry is well engaged;
in the saw mill industry employment has been somewhat below
the average; continued improvement has occurred in the me-
chanical work shop, electrical, and chemical industries. The
recently increased import duties on window glass are expected
in Sweden to benefit the local industry. The Swedish national
debt, as of May 31, 1926, totaled 1,733,520,518 crowns comprising
1,717,660,518 crowns of funded debt and 15,860,000 crowns of floating
debt, showing little change since July 1, 1925.

DENMARK.

The expected seasonal improvement in economic conditions has
failed to materialize. This is attributed in Denmark to the adverse
effects of the hoof and mouth idesase on the agricultural industry,
the pronounced recession in building activity, the failure of
gradual improvement in general industrial activity following the
February wage readjustment and, finally, strict adherence to the
practice of buying on a hand to mouth basis, with a definite tend-
ency on the part of the consumer to curtail purchases to an
absolute minimum, The present law suspending gold payments
terminates in January, 1927,

LATVIA.

Latvian exports during April, 1926, totaled, ‘by value, 18,363,856
lats, and imports 13,718,540 lats, thus leaving a favorable balance
of 4,645326 lats, largely due to the extensive sale of flax. The
decline in imports resulted from the increased tariff and the un-
usually heavy imports prior to the enforcement of this measure.
All branches of trade are stagnant, especially the dry goods trade.
The cost of living is steadily increasing. The German-Latvian
Commercial Treaty, which contains the most-favorable-nation clause,
was signed on June 28, 1926,

LITHUANIA.

According to Lithuanian press reports, the 30 per cent increase
in import duty on goods originating in countries having no trade
agreements with Lithuiania was to become effective on June 25,
1926. In order that imports from countries having trade agree-
ments be exempt from this increase, certificates of origin must be
obtained from Lithuanian representatives abroad.

POLAND.

The preliminary budget for the July-September quarter carries
total expenditures of 458,000,000 zlots with a deficit of over 50,-
000,000 zlots, which it is planned to cover through extraordinary
increases in direct and indirect taxes. This budget exceeds by
about 15 per cent the original estimates which showed 1,600,000,000
zlots for the entire year 1926, The Minister of Finance has de-
clared that under no circumstances will the government permit in-
flationary methods in its finances. In order to decrease the
hoarding of foreign currencies by the population the government
has authorized all credit institutions to accept deposits in gold
zlots and dollars. Unemployment continues to decrease, the total
number of registered idle workers having declined by the end of
May to 304,000, from the high point of 360,000 in February. The
decrease is accounted for partly by seasonal work in certain in-
dustries and by public works furnished by the municipal and
communal government institutions.

CZECHOSLOVAKIA. :

Depression in all branches of the textile industry is increasing.
The iron and steel, coal, glass, and porcelain industries are dull
but no further decline in activity has been noted. Buildir{g con-
struction is retarded by the unfavorable weather. Money is easy
but there is little demand for commercial credits. The wholesale
index has fallen slightly and there is a decrease in unemployment.
Both exports and imports show a further decline during the month
of May as contrasted with April and car-loadings also have de-
creased. The agricultural situation is still unsatisfactory and
crop prospects are reduced owing to heavy rains.

RUMANTIA. -

Continued strict control by the National Bank over foreign
exchange transactions has helped to sustain the recovery of the
leu to around 225 to 230 for the dollar. No relaxation of the
restrictions on foreign exchange operations is to be expected in
the near future, according to reports in Czechoslovakia. For the
present, leu remittances to foreign countries are not p_crmxtted;
the restriction applies also to leu balances held by foreign firms
in Rumanian banks, unless specific permits to purchase foreign
exchange are-granted by the controller’s office.

JAPAN,

Preliminary returns of Japan’s foreign trade for June s!xow
declines in both exports and imports compared with the previous
month. June exports totaled 156,200,000 Yen against 16'1,500,000
Yen for May (The average value of the yen was $(.).4:695 in May
and $0.4684 in June). Practically all leading commoqmes failed to
equal the May showing and the decline in raw silk and cotton
yarns shipments was particularly marked. The totaliof 193,400,000
Yen for imports during June compares unfavorably with 221,300,000
Yen for May. Smaller imports of raw cotton, wheat, lu_mber and
iron and steel products account for the bulk of this decline. The
excess of imports of 37,200,000 Yen for June brings the total un-
favorable balance for the first half of this year to 401,445,(?00 Y?n,
against 520,914,000 Yen for the same period of_ 1925: A slight in-
crease in the value of exports and a dec}me in imports are
responsible for the more favorable showing this year.

CHINA.

Rice prices in Shanghai are highgr than at'any.time. since the

world war, In consequence there is much dissatisfaction among

laborers and numerous strikes for higher pay. General heavy
rains throughout the lower Yangtze River delta have improved the
prospects for this year’s rice crop. The Shanghai machinery
market shows some improvement tlahough demand is confined
principally to small electric light plants, kerosene engines and
spinning mill supplies and replacements. Motor car importers are
enjoying increased business. Business in north China is dull owing
to seasonal inactivity and the renewed military operations in that
area. Railway transportation .on all lines remains iregular and
unsatisfactory with traffic completely suspended on the Peking
Suiyuan Railway. Large stocks of wool are awaiting  shipment
over this line. Through traffic on the Tientsin Pukow line is not
expected to be resumed for several weeks.

PHILIPPINE ISLANDS.

With fair weather conditions, after the early rains, general
business activity is sustained in the Philippines. Leading export
markets, however, were quieter during week ended July 4. De-
creased demand for coconut oil in the United States, as a result
of the report of cheaper tallow and cotton seed oil, caused slackened
conditions in the copra trade. The abaca market is again quiet
after the brief acitvity of .week before last, caused by local trad-
ing. Demand from London and New York is very slight but prices
remain steady at 32 pesos per picul for grade F; I, 30; JUS, 25.50;
JUK, 18.50; and L, 14.50. Production and arrivals at Manila are
about normal. Registrations of new automobiles during the week
ended June 26 were reported to be the largest on record.

NETHERLANDS EAST INDIES.

With some improvement in import trade, Netherlands East
Indian business of the past week was slightly better, according to
cable from Assistant Trade Commissioner C. P. Goodhue, Batavia,
Java, July 3,

The sugar market, which has remained fairly steady in recent
weeks, advanced. Rubber export trade, however, weakened.

INDIA.

India’s import trade during May increased somewhat as com-
pared with May of 1925, but exports showed a tendency towards
decline. - The value of imports reached 199,100,000 rupees for May
1926, against 189,200,000 for May, 1925, while exports declined from
325,700,000 to 244,800,000. rupees over the same period. The share of
the United Kingdom, both in imports and exports, declined—im-
ports from 53% of the total in May, 1925, to 50% for May, 1926,
and exports from 17 to 16% during the same months. During
May, 1926, the United States supplies 89% per cent of India’s
total imports and took 129% of its exports, as compared with 7.5
and 8.5% respectively during the same month of 1925, Increased
imports of goods from the United States were noted in the follow-
ing lines: shoes, hosiery, hardware, electrical goods, leather, elec-
trical machinery, agricultural machinery, galvanized sheets, paints,
provisions, and railway material.

AUSTRALIA.

Winter clearance sales in the larger business centers of Australia,
particularly Melbourne and Sydney, are creating a brisk retail
trade, but wholesale trade remains quiet, the new stock buying
season not yet having commenced. The compulsory insurance of
employees by employers, as provided in the New South Wales
Workers' Compensation Act, which was to have become effective
on July 1Ist, is meeting with obstacles as Australian Insurance
Companies are said to be hesitating to take out licenses to accept
such insurance.

ARGENTINA.

Trade in the last week continued dull but improved in some
lines including tires. Continuance of the damp weather was
favorable to recent plantings but damaging as to the quality of
the corn shipments. Commercial failures for the month of June
showed a total of liabilities of 12,000,000 pesos paper, double the
amount for the same period last year but a decline from the
figures for May of this year.

"BRAZIL,

Exchange for the past two weeks has been firm, but with im-
provement halted. Coffee has been weaker. The Sao Paulo
Government has prorogued the terms of the present membrs of
th Institute until legislative action can be taken changing methods
of choosing members of the directorate from popular election to
direct appointment by the State President. Prices of all tires,
pneumatic and solid, and tubes of one American make are re-
ducted 10%, and all companies are reported to be making the same
reduction. Sao Paulo textile mills are reducing operations to 24
hours weekly.

PERU.

A $4,000,000 pool has been formed in Peru by two large corpora-
tions and the Government for the purpose of selling dollars to
better exchange. An improvement has been effected, and rates
rose during the week from $3.63 to the Peruvian pound on June
26 to $3.715 to the pound on July 3, resulting in better collections.
Bec;.\usc of recently increased lighthouse fees, the steamship com-
panies operating between New York and Peru have all agreed to
a surcharge of 2149% on freight charges from New York to Peru-
vian ports (one way only) effective July 15.

URUGUAY.

Imports of coal for the month of June were 31,000 tons, 22,000
tons from the United States and the balance German and British;
fuel oil was imports in the amount of 11,000 tons of which 5,000
tons came from Argentina, Imports of gasoline were 151,000 cases
and of kerosene 97,000 cases. 221 automobiles were received from
the United States and 26 from Europe, two trucks from Italy and
13 tractors from the United States. Of the total wool shipments
amounting to 4,785 bales, Germany took 2,615 bales and the United
States 213 bales. Exports to date of wool total 99,000 bales as
compared with 69,760 bales for the same period last year. Hide
shipments amounted to 98,000 wet salted, the United States taking
17,000; and 54,000 dry, of which the United States took none. Of
the Montevideo catle kill, the packing houses reported 59,000, the
municipal abottoir 25,550 and other 11,660. The total slaughter to
date is only 3,000 less than last year. The sheep slaughter has
pratcically ceased. The general retail trade has suffered heavily
due to the unseasonably warm weather although the major indus-
tries are in fairly good shape.
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PORTO RICO.

Business remains quiet but bank clearings continue above those
of last year. Rainfall is still below normal but showers are more
frequent. Reports now received indicate that the damage to the
coming grapefruit and coffee crops from the drought is not as
serious as feared. The cotton crop in the Isabela and Aguadella
districts has been attacked by worms but the Deraptment of
Agriculture has taken steps to combat the pests. Some few
sugar mills are still grinding. Sugar shipments from January 1
through June 28 were 425,194 tofis compared with 421,886 for the
corresponding period last year. A special session of the legislature
is considering means of balancing the budget.

MEXICO.

Banks and stores in Mexico were closed for several days during
the wee kended July 3 on account of the holidays and to permit
the taking of midyear balances. Floods are damaging crops and
hindering mining and road building operations, Machinery, auto-
motive accessories, tractors and specialty lines are doing well.

James Speyer Sails for Europe.
James Speyer sailed this week on the Olympic for his

usual holiday trip to Europe. He expects to return early
in September.

Italy Makes Exports of Lire Punishable by Fines and
Confiscation.

According to Associated Press cablegrams from Rome
July 8, attempts to export lire will be punished by heavy
fines and confiscation of the money involved, under a new
Governmental decree. The cablegram says:

The decree, further restricting the movement of Italian currency, permits
persons intending to make long trips abroad to carry a maximum of 10,000
lire. Proportionately smaller sums are allowed for shorter trips.

Premier Mussolini has suspended until June 1927 the granting of govern-
mental decorations, titles or other honors as a further indication of the
seriousness of the period through which the nation is passing.

Greece Obtains Loan From Swedish Group in Return
for Match Monopoly.

The following Associated Press advices were reported
from Athens (Greece) on July 2:

President Pangalos has signed a contract with a Swedish group, granting
a match monopoly in return for a loan of £1,000,000 at 6%, to be issued
at 94. It is stated that the negotiations for further advances from the

United States under the credits established during the war are proceeding
satisfactorily.

Hungary to Have Pengoe as New Unit of Currency.

An Associated Press cablegram from Paris July 8, pub-
lished in the New York “Evening Post,”” says:

A Havas dispatch from Budapest says the Hungarian Minister of Finance
has announced that beginning Aug. 1 Hungarian currency will be stamped
in values of the “‘pengoe,” with a ratio of 12,500 kronen to the pengoe.

Report of French Experts Committee—Proposals for
Stabilizing Franc and Otherwise Improving Financial
Condition of France—Views of Finance Minister
Caillaux—Capital Levy Rejected.

The measures proposed by the Committee of Experts
delegated some weeks ago to work out plans for the finan-
cial restoration of France, and incidentally bring about
the stabilization of the frane, have been made public
during the past week. Summarizing the conclusions of
the committee, a cablegram to the New York “Times”
from Paris July 3 (copyright) said:

There must be rigorous economy, strict equilibrium of expenditure
and income, no more borrowing from the Bank of France, consolidation
o'f the floating debt, freedom for capital, exact fulfillment of the obliga-
tions of the State, including the settlement and payment of its foreign
debts, and, to aid all this, there must be established foreign credits and
the flotation of long-term loans.

There are three objectives which the experts have set themselves:

First, perfect balancing of the budget; second, relief
tEd staBil : of the T ;
third, stability of the national money. ; i S LIRS

Nine Concrete Proposals Made.

To attain these three objectives the i
may be summarized as follows: e R UL A

1. Improvement of the taxation system so as to give a quicker and
larger erturn to provide about four billions in new revenue.

2. Energetic compression of State expenditure, X

3. Cessation of the system of advances from the Bank of France to
the State to cover new expenditure. That is to say, the prevention of
any further inflation. A

4. A gradual reduction of the advances of the Bank to the State so
as to strengthen the bank note cover.

5. Relsef of the Treasury and a return to its normal functioning by
the reorganization of a large part of the floating debt and its adminis-
tration by a separate sinking fund.

6. Voluntary effort at the consolidation of the short term mnational
defense and Treasury bonds.

7. The realization as soon as i i i
2 possible, with the aid of
monetary stability. e i
o 8. Preparation for t?e return of capital, for which purpose it will be
ecessary to contract long term loans in forei i
s i gn values and to obtain
9. Drafting an economic policy which will i
i 3 1 3 1 A prevent in some measure
inevitable difficulties which will attend a return to sane money.
In a footnote the committee adds that full warning must be given to
the country that a restoration of the national finances will be accom-

panied by difficulties and suffering, but that any delay will only serve
to aggravate them.

The same cablegram stated :
Advises Immediate Action on Debts.

Insistence is clear and emphatic that there must be an immediate
ratification of the Washington debt settlement and a settlement with
Britain,

In a chapter on the Treasury problem and the relief from the burden
of the floating debt, the experts declare against a forced consolidation
by a capital levy or a forced loan.

As M. Caillaux tried a year ago, they propose a voluntary consolida-
tion loan with an exchange rate guarantee and an interest rate governed
by the financial market.

For the redemption of the defense bonds they propose they should be
taken out of Treasury control and be met by a sinking fund, fed by
regular resources provided by the total receipts of the tobacco monopoly,
the income from the Dawes annuities and several specified revenues,

An initial fund of four billion francs should be created by means of
a foreign money loan, and further similar loans should in part be
devoted to this purpose.

Guarantees of the proper administration of the defense bonds funds
should be given so as to preserve public confidence.

Another chapter, devoted to the problem of stabilization, concludes
that it should be done by stages by the Bank of France.

The first thing to be dome, according to the experts, is to constitute
a large fund of foreign moneys and francs. This fund should be com-
posed of the gold holdings of the bank plus long and short term credits
such as the Morgan credits, credits from foreign branks of emission and
private and commercial credits.

Three Stages of Stability.

When that has been done and the period of temporary stabilization
secured, measures can be taken for complete stabilization. In this sec-
ond period the bank will maintain the exchange by the purchase and
sale of currencies at a fixed rate.

The third step will be the legalization of the stabilization thus
achieved by laws which will fix a value for the new: monetary unit, re-
adjust the advances of the Bank to the State on the basis of the re-
valored currency, and transform into legal obligations the charge as-
sumed by the Bank for the maintenance of a fixed exchange rate.

It is significant and important that this report has been signed by
all the experts appointed by Raoul Peret when Minister of Finance
without dissension, that is to say by the representatives of finance and
economics in widely different fields.

But this unanimity of expert opinion seems unfortunately no guar-
antee that there will be similar unanimity in its political interpretation.

Thus, the Radical Quotidien today launches the first attack against
the report and therefore against M. Caillaux’s proposals—for these are
known to agree in large measure with the report—on the ground that
it is “socially unjust,” will entail further taxation and will favor the
possessors of wealth to the detriment of the standard of living of the
laboring classes.

Tt is on the recommendation of a four billions increase in taxation
that M. Caillaux’s main difficulty with the Left half of the Chamber will
come. He himself is known to favor a heavy increase in the succession
duties, but such an increase would at present only tend to drive more
capital abroad.

Recourse must therefore be made to indirect taxation, and, as the ex-
perts’ recommendation provided that a large part of the four billion
francs necessary be raised through a tax on railway transport and fares,
it will have this to recommend it—it will hit foreign travelers in this
country as well as French.

According to Associated Press cablegrams from Paris
July 5 ‘“exact observation of the engagements made by
the State and a settlement of the Interallied debts,” the
experts find is the keystone upon which the whole pro-
gram for a gradual return to normal conditions must be
predicated. The same accounts, as given in the New York
“Journal of Commerce” state:

Foresee Deflation Hardships.

The document bears out the constantly emphasized declaration of
Finance Minister Caillaux that France must face a period of “grand
penitence” if her program is to be realized, with consequent dislocation
of industry, unemployment and other ills that invariably follow an
inflation period.

“But,” .the report concludes, “if the necessary measures are faced
courageously -and unfalteringly, without deviation from the program
of hard economy and rigid self-denial, the period of readjustment will
be reasonably short, and the return to economic prosperity, real and
not chimerical, will become a fact.”

“The hour for half-truths is past,”’ the experts declare. They go
on even more bluntly to assert that execution of a program of finan-
cial restoration in the present period of monetary disorganization “re-
quires rapidity of decision and often a discretion which does not fit
well with the inevitable delays and uncertainties of parliamentary
procedure.”

“For defense of the franc,” they conclude, ‘“only the executive
power, with its agencies of action, is in a position to act with the
necessary rapidity,” and they demand that Parliament approve quickly
the plan, if it is to provide entirely the necessary resources and charge
the Government with full responsibility for its execution.

Revaluation of Franc Necessary.

The whole program is built upon the belief that stabilization of the
franc is the first step to rehabilitation—not a return to its value before
the war, which would be ruinous, but through a value, to be fixed,
which would truly represent its value in commerce.

Such stabilization, the report declares, would presuppose strict equi-
librium of the budget and equilibrium of exchange, definite settlement
of France’s debts abroad, adaptation of the country’s general financial
system to the mew monetary situation, and the existence in the Bank
of France of a reserve in gold or foreign currencies to guarantee
proper circulation of French currency.

This stabilization would be divided into three periods—transitory,
the period of actual stabilization, and the period of legal stabilization.
F{:r placing it in operation, it would require establishment of credts
abroad.
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Bank of Control Exchange.

The report details technical methods of arriving at actual stabiliza-
tion, in which the Bank of France would control, by the sale and
purchase of francs as required, and maintain to equilibrium of the
currency.

Must Cut State’s Expenses.

Passing to the actual condition of the budget, which could be bal-
anced with the franc of 125 to the pound sterling, whereas it is now
nearer 180, the report lays stress on the need for drastic reduction of
the State’s expenses, the cutting down of administrative staffs to a
minimum, reduction of the number of departments and immediate aug-
mentation of the Treasury’s receipts.

Would Double Import Duties.

Increase in receipts would be accomplished by certain modifications
in taxation, notably a small reduction in the income tax and virtual
doubling of import duties on articles from abroad. The present import
duties, the experts assert, represent only one-half of those existing in
1913, if the depreciation of the franc and increase in prices are
considered.

Readjustment, particularly of the customs, must be realized, the
report says, with the briefest delay, certainly before the end of the
year. The doubling of the present sugar tax and the imposition of a
tax of five centimes for a litre of wine and similar beverages are also
recommended.

Plan for Short Term Bonds.

The report finds one of the most serious problems is the retirement
of short term bonds. It provides for an amortization agency that
would so handle the retirement of national defense bonds and other
securities that national confidence would be restored. It is suggested
that these bonds could gradually be exchanged—but not by forced
procedure—for longer term securities, which would relieve the State
of the embarrassment of providing funds to meet constantly maturing
debts and at the same time conserve to the fullest the interests of the
holder.

Stating that, without laying his full plans before Par-
liament, Finance Minister, Joseph Caillaux, on July 6
gave a general explanation to the Chamber of Deputies
of what he thinks can be done, in accord with the experts’
report, to remedy the franc and situation of the French
Treasury. The New York “Times” copyright advices from
Paris that day said in part:

Briefly, his main points may be thus summarized:

First, there must be an internal loan to cover certain expenditures of
a non-hudgetary character during this year, such as completing the
restoration of the devastated districts.

Second, there must be a simplification and a reorganization of the
taxation system, reduction in certain directions and increase in others,
which will yield during 1927 three billions of new revenue to meet the
demands for increased salaries of civic servants, to cover sinking fund
charges, for the reimbursement of defense bonds, bank loans and short-
term loans, and to permit an effort at the stabilization of the franc.

Third, this work of reorganizing the fiscal system cannot be done
effectively by a series of Parliamentary measures. It must be done
outside Parliament with the collaboration of the representatives of the
Revenue Department.

Among the matters needing reorganization, because of the deficits
accruing from the fall in the value of the franc, are customs duties and
railway transport, and these are being dealt with in proposals to be
submitted in such a way as to increase the national revenue by two
billions. Motor transport would be proportionately taxed.

Fourth, any vast plan of consolidating the defense bonds would have
too grave an inconvenience to be realizable now. He would prefer, M.
Caillaux said, separate control of funds, such as is'suggested by.the
experts, which would enable the system of short-term bonds to continue
while at the same time relieving the Treasury of any danger of a sud-
den demand for reimbursement.

Urges Debt Payment.

Leading up to the question of stabilization, Mr. ‘Caillaux pointed out
how the Bank of France advances to the State are only 500,000,000
francs short of the legal limit, and how each year the Treasury has to
pay four billion francs in interest on foreign debts. .

Stabilization, he said, was essential, and his fifth point was made in
this sentence.

“I declare clearly and emphatically that it will be impossible to pay
these debts if the franc continues to fall and if we do not ebtain credits
from more fortunate peoples.”

“But we will not get those credits unless we pay our debts,” he said.

It is, however, Mr. Caillaux’s intention, as has been several times
indicated, to seek a settlement with Britain before he lays before the
Chamber the Mellon-Berenger agreement, and he has made no secret of
the fact that he is seeking from Britain more advantageous terms than
were secured in ‘Washington, possibly for use in further argument,

“One does not wipe out a debt by disregarding it,”” he reminded the
Chamber, but he did not indicate that the Government would show any
pressin ganxiety to get the Washington settlement ratified before other
measures necessary to the stabilization of the franc have been fully dis-
cussed and arranged.

Treats Stabilization Separately.

Stabilization formed a separate chapter in the Finance Minister’s
speech. It was impossible, he reminded his listeners, that a country
which had its richest provinces devastated by war could expect to
emerge from the struggle without its money depreciated.

Then, with quotations from the Dawes plan report and speeches from
Winston 'Churchill, he showed the danger of false prosperity on a con-
stantly depreciating currency.

Following closely the arguments set forth by the experts, he de-
scribed the technical basis of stabilization and the putting into operation
of the resources of the nation supported by foreign credits.

Without any exaggeration, but coolly and easily, he described what
would happen if stabilization of the franc was not secured. Then he
came to his great moment. . y

To enable this operation to be carried out successfully, it must be
done almost secretly, he said. Stabilization could not be enacted by
Parliament in long discussions and S0 the 'Governn}ent would ask in a
special bill for powers to proceed with this task in manner and at a

time it saw fit.

There was an immediate outburst of protest from the Socialist, Auriol.
Premier Briand stepped to the side of his colleague, declaring that this
demand would be made by the whole Government in accord with the
Finance Minister.

It is on this point that the real battle will come with the Left of the
Chamber—the Right perhaps reserving another. field. For today, how-
ever, the demand was accepted and challenged only by M. Auriol.

Declines Path of Deflation.

By the Right and from Andre Tardieu, if he enters the debate later
in the week, it is expected the battle ground chosen will be that stabil-
ization should come by deflation and with that expectation, M, Caillaux
launched at the end of his speech into a denunciation of the impossibil-
ities of getting the French peasant to accept fifteen gold francs for his
hundred-franc note and the difficulties of readjusting salaries and con-
tracts.

Then, turning again to M. Tardieu’s intervention of a week ago, the
Finance Minister concluded that the only way he saw clear before him,
by which stabilization could be attained and the evils of a constantly
unbalanced budget, spurious prosperity and the flight of all wealth
could be avoided, was by obtaining foreign credits to re-establish the
Eal:.mce of payments and to enable a return of the country to a sound

asis.

To that the only alternative was abandonment, disturbance and per-
haps revolution.

The Government and Parliament must oppose such 'a policy of despair
by all their will and their strength. If they did so, there could be no
doubt of ultimate success.

As soon as he had finished and there was an end to the applause
and congratulation of his immediate supporters—that is to say
something  slightly more than one-third of the Chamber—M.
Caillaux began "to experience something of the difficulties he had
sought to avoid.

He treated his subject at times with a spirit almost of gayety in
his effort not to provoke the Opposition. But the Opposition
seems likely to develop the usual mad deluge of theory, dogma
and interests which always characterizes a Chamber debate on
finance.

Emile Borel of the Radical Socialists “obtained from him a

declaration that he was far from anxious to link the ratification
of the Washington debt agreement to the opening of bankers;
credits for the stabilization of the franc.
. Communist Garchary won applause from some Socialists when
it was pointed out that the only sound way to obtain redress of
the franc was in nationalization of the banks’ monopoly of foreign
commerce and in conscription of private fortunes.

. So the floods of oratory have begun and they are likely to con-
tinue for three days at least, with this risk lways present that

the Government will be drowned in their turmoil and cross-
currents,

According to the Paris Associated Press accounts July
7 a vigorous assault upon the Washington debt settlement
and on Ambassador Berenger and a sharp attack on the
experts’ report and the Government stabilization scheme
put the Government on the defensive in the debate on
finance in the Chamber of Deputies that day. These ac-
counts further reported as follows:

.M. Franklin-Bouillon, chairman of the Foreign Relations Com-
mittee of the Chamber, declared that the debt settlement amounted
to “sabotage of French interests.” He could not give his con-
fidence to a Government if ratification of the accord were insisted
upon, and he demanded that the Government take advantage of the
fact tl}at the United States Senate had adjourned, to appeal from
an uninformed America to a better informed America. It was an
impossible thing, he said, that the world should be offered “the
spectacle of a people which had sacrificed itself in resisting the
common enemy being crushed under the exactions of its allies.”

In the course of his remarks announcing the Washington settle-
ment, M. Franklin-Bouillon made an attack on the French Am-
bassador, M. Berenger, declaring: “He was the one man in France
who ought not to have been sent to Washington. While a mem-
ber of the Caillaux mission he took the American side of the argu-
ment against the French thesis.”

From the Government bench M. Caillaux shouted:
not true.”

The chairman of the Foreign Relations Committee asserted that
he could prove his charges, and this for the time being ended
the matter,

"I‘hc Socialist leader, M. Blum, won the
thlf‘(ls of the Chamber in an ardent attack on M. Caillaux’s plan,
which, he asserted, “conceals germs of inflation.”

As _pro_of of this the speaker citied the experts’ admission that
stabilization would entail an increase in internal prices and bring
them to the level of the stabilizing figure. That would mean the
necessity of more money. He caleulated the increase in the cost
Oflll_Vl"L' consequent upon stabilization as proposed by the Finance
Minister at 50_ per cent; and it would require 50 per cent more
paper money issued, which would upset stabilization,

M Blum argued that stabilization could be effected only on
rising exchm_me, and this ought to be done by the country’s own
resources, without resorting to foreign loans. Therefore a capital
levy was the only solution,

The Chamber cooled when
the Government barometer
day’s debate. .

“That is

applause from two-

M. Blum spoke of a capital levy, and
rose somewhat at the close of the
.

In his arguments in the Chamber on July 8, Finance
Minister Caillaux said that the Government has no in-
tention of stabilizing the franc at its present low figure,
but that it proposed “first of all to rebuild confidence and
then to stabilize the franc later at a better value.” On
that day he rejected the Capital levy proposal, the Asso-
ciated Press advices in indicating this stating:

The franc wane down to the value of just about V3 A
noon while the Chamber of Deputies was discussing
merits of the experts’ financial plan and the Socialists’

cents this after-
the respective
pProposal for a
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capital levy. The franc went as law as 39.80 to the dollar after the
close of the Bourse.

The weakness of the franc at the opening this morning was attributed
to the impression made by the speech of the Socialist leader, M. Blum,
yesterday. In his remarks M. Blum had declared that M. Caillaux’s
plan ‘‘conceals germs of inflation,” and that stabilization of the cur-
rency would entail an increase in prices in commodities in general, thus
increasing the cost of living. He advocated a capital levy.

The Finance Minister replied with seemingly good effect today, but
the franc continued to go down. M. Caillaux reminded the Chamber
that the solution of the problem was largely a question of confidence.
When the people at home were reassured, then it would be possible to
obtain support abroad, which was essential to stabilization.

The Minister rejected absolutely the idea of a capital levy, and con-
tended that it would bring about more disastrous inflation than would
be risked by any other scheme,

The chamber’s objection to foreign loans to aid in stabilization of the
currency, said M. Caillaux, was about as reasonable as would be refusal
to allow merchants to borrow money to carry on their business,

M. Caillaux again emphasized the need of foreign credits for stabiliza-
tion of the franc. He said that when the pound sterling was stabilized,
England established credits of $300,000,000, the credits being ‘necessary
to prevent international speculation on the exchanges.

The Finance Minister also demanded that the inter-Allied debts be
settled and told the Chamber that negotiations are now being pursued
in such fashion as to reach an accord worthy of France.

The continued decline of the franc seemed to-have as much influence
on the Chamber as the Finance Minister’s arguments. The prospect of

forty to fifty francs to the dollar was discussed in the lobbies, where a
good deal of impatience was shown with the Deputies
on treating the financial question as a political issue,

tomorrow afternoon, will

who still insist

The debate, which went over to 2 o’clock
likely be concluded tomorrow evening.

On July 2 it was stated in Associated Press cablegrams
that “the great tension produced by the steady decline of
the franc has made ratification of the Washington debt
accord of outstanding importance in the present political
situation. Stabilization of the franc is imperative and
settlement of the foreign debts is held in many political
circles as an essential preliminary to stabilization.” The
cablegrams of that date added:

A bombshell was thrown into anti-ratification ranks
ment today when figures were produced showing th
present value of the payments under the Berenger-N
ment is only $2,000,000,000. This includes the price of war stocks
and is just about the total of the sums which France has bor-
rowed from the United States since the armistice, This is the
first time that this analysis of the agreement has been presented
in parliamentary circles.

in Parlia-
at the total
Iellon agree-

Reported Conference at Antibes (France) of Benjamin
Strong, Montagu Norman and S. Parket Gilbert
—Last Named Cancels Trip.

In heralding a forthecoming conference in which the names
of Messrs. Strong, Norman and Gilbert were linked, as par-
ticipants, Associated Press cablegrams from Antibes (France)
July 8 said:

Everything apparently points to an international financial meeting of
great importance here. Montagu Norman, head of the Bank of England
and Benjamin Strong, head of the Federal Reserve Bank of New York :m;
both here, while S. Parker Gilbert, Agent-General for reparation cr;llec—
tions, is expected here late to-morrow. Reports also have been in circu-
lation that a representative of the Bank of France will arrive within a few
days.

Indications that Mr. Gilbert had decided not to make the
trip planned were contained in further cablegrams (Asso-

ciated Press) from Paris last night (July 9) as follows:

8. Parker Gilbert, American Agent-General for reparation payments
has given up his idea of taking a holiday at Antibes, because of the \\'id;):
spread comment regarding a ‘‘conference of international financiers.”

This comment arose from the fact that Benjamin Strong GO\'(;F;IOI‘ of
the New York Federal Reserve Bank, and Montagu Nornmx; Governor of
the Bank of England, are now at the Cap. !

MM. Moreau and Rist, respectively Governor and Vice-Governor of the
Bank of France, despite the fact the franc had reached a low record to-day
say there is no reason for them to go to consult Mr. Strong and Mr Norm:”',l'
The Government, they assert, has no program up to the I,rcg(.'"t to i.“:
before the American and British financiers. Consequently, it hl'ts n(‘)thi‘nhv
to ask of them, nor can it have until Parliament has acted. - i &

The cablegr: 7 8, a p: hich is
. cablegram of July 8, a part of which is quoted above,
in addition said:

Although neither Mr. Strong nor Mr. Norman will discuss their presence
here, investigation at their hotels shows that both men have been t‘nll(h)v\'inL ;
the French parliamentary discussions at Paris closely, with indications th'\i
Emile Moreau, newly appointed Governor of the Bank of France h.]; beén
communicating with them at great length. An R

Rumors have even been in circulation that German
including Dr. Hjalmar Schacht, President of the
expected, but these could not be coufirmed.

Mr. Norman, receiving reporters at the Hotel de Cap, has refused to deny
or confirm any of the rumors, confining himself to the answer: ‘“We can’t
say.” This is a variation of his “I don't know,"” with which he gre;ted
correspondents last week. The widely varying reports of the activities of
the financiers published in the French and foreign press have nobil‘v-;bly
annoyed both Mr. Strong and Mr. Norman. o

Mr. Strong, in his efforts to guard himself against correspondents, has
turned the historic old Hotel De Cap, once the favorite Riviera r(\so'rc of
European royalty, into a veritable fortress. The hotel has been so upset
during the last week because of the presence of the English and American
financiers, that the management has issued strict orders to all employees
not to deliver messages of any kind to the two men.

The concierge, trained during the regime of royalty
that kings and princes never received such marked
smallest of provincial papers of the district h
effort to obtain interviews.

financiers, possibly
‘erman Reichsbank, are

at the hotel, declared
attention. Even the
48 sent representatives in an
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About 449, of American Capital Invested Abroad Has
Gone Into Latin America.

Out of a total of $9,500,000,000 of American capital
invested abroad, about 44% has gone into Latin America,
it is pointed out by G. Butler Sherwell in the current issue of
the American Bankers Association Journal. Mr. Sherwell,
says:

American capital has been lent to Latin-American governments to the
extent of $1,083,591,400 as compared with something like £350,000,000
which England has lent to those governments. The role of banker to Latin
America is relatively new to this country. About the year 1900 American
capital began to cross the borders. Up to the European War American
loans to Latin-American governments amounted to $85,230,000.

The United States has an inherent right to become the preferred banker
of Latin America, not only for reasons of propinquity, but also because
several Southern countries are economically dependent upon the United
States, and all of them have this country as principal market for their
products. We have been instrumental also in building up those countries
through the construction of railroads and public works by means of public
loans. If we have been successful in increasing trade with Latin America,
it has been due in a great measure to the increase of our investments there,
which are now estimated to amount to $4,040,000,000. It is calculated
that 80% of this amount has been invested in productive enterprises such as
the upbuilding of Latin America’s economic power and the development of
her vast resources.

In latin America improvement of communication, development of
natural resources and aptitudes of the various countries have created increase
in the purchasing power of almost every country with the possible exception
of Mexico. American capital has been responsible to a great extent for such
improvement. Financial and political conditions of the chief consuming
and producing Latin-American countries appear to have entered into a period
of definite stabilization.

Oversubscription of Amsterdam Portion of Brazilian
Bond Offering.

Adyvices received in New York from Amsterdam state that
the Duteh portion of the $25,000,000 614% United States
of Brazil external loan recently offered there was over-
subseribed. The underwriting syndicate was headed by
Mendelssohn & Co. and the Nederlandsche Handel Maat-
chappij. The offering here and abroad was referred to in
our issue of June 26, page 3545.

Bulk of War Indebtedness of European Countries to
United States Really Canceled—Prof. Irving Fisher
Shows French and Italian Terms Are for but
429, and 219%,.

An article by Irving Fisher, Professor of Economies, Yale
University, showing the character of the French and Italian
debt settlements from a banking standpoint, was published
in the New York “World” of June 21. It is claimed to be
the first authoritative calculation of the actual interest rates
represented in the two settlements to be published. The

article is copyrighted. We reproduce it herewith:

Now that the formalities in ratifying the French and Italian war debt
settlements are nearly ended, let us examine the “pound of flesh™ ‘.vh]ch
European sentiment still seems to feel that the American Debt Commission
hdi);::?)?:gac 5%, the ‘‘present worth’ of the French payments which are
to be extended over sixty-two years is only $1,695,000,000—42%, or a
trifle more than two-fifths of the $4,025,000,000 France owes us. That is,
France finds herself forgiven by 589, of her debt.

Similarly, the present worth of the Italian debt of $2,042,000,000, dis-
counted at 5%, is $432,600,000. That is only 21% of the principal. Italy
has 79 % of her debt forgiven.

The American Debt Commission, of course, had no power to negotiate
cancellation of the principal of European debts. From this fact the chorus
of European disapprobation arose. Thus the “Temps' of Paris exclaimed:
“In the scales gold outweighs blood, outweighs ruins, outweighs sacrifices.
That is what international morality means these days.”

But look at the terms actually concluded. True, the Debt Commission
could not reduce the principal. But it had full authority over the interest
rates and time of payments. It used this authority in such manner as
virtually to extinguish the bulk of the debts.

Now, it matters not what the principal of a debt is if time is sufficiently
extended wherein to pay it and if the interest rate is put low enough. For
example, if it were arranged that the $11,000,000,000 of European indebted-
ness to the United States should be paid at the rate of $1 a year for 11,000,-
000,000 years, with “interest’’ in the sum of $1 a year for another 11,000,-
000,000 years, the principal would remain the same, but it could be financed
on a “present worth' of about $20.

The True Interest Rate.

Something like this has been done by the Debt Commission in extending
the payments of France and of Italy over sixty-two years, both at low rates
of interest.

In fact, the average rate of interest which Italy is to pay on her debt is
only 4-10 of 19%. That of France is 2.49%,.

For Italy, the announcement was made that the average interest rate
would be 9-10 of 1%. But the true average is that rate which, when we
use it for calculating the discounted value of all future payments, whether
of principal-or of interest, will make the total of these discounted values
equal to the existing debt. On calculation I find this rate to be not 0.9%
but only 0.4%.

Of course, no one who uses scales whereon ‘“‘gold outweighs blood” would
dream of lending to the Italian Government at 0.4%. Italian bonds are
now selling on a basis equivalent to 744 %, and on such a discount basis the
American terms would reduce the present worth of Italy's debt to $237,-
858,000, or 11.6% on the dollar. The more conservative discount of 5%
which I have chosen in figuring present worth raises this to 21 cents per
dollar of Italian debt.

No Interest Charge Until 1930.

At this discount of 5%, for present worth, the French settlement amounts

to 42 cents on the dollar.
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FE But actually there is no interest charge until 1930. Thereafter, the
French interest rate is fixed at only 1% until 1940 and then at 2% until
1950; while for Italy the payments for the first decade after 1930 will be
but one-eighth of 1% and for the second decade one-half of 1%.

I am far from objecting either to the amounts or the method of these war
debt cancellations. In fact, I suggested such a measure in “Europe’s Big
Debts” (Yale Review, April 1924), naming the reasons that favor such a
policy. I would be glad if it could go still further. But Europe should
recognize that we have canceled a large part of the debts in fact and not in
names. Moreover, Americans who object to such easy terms and clamor
for 100% debt payment from Europe show a different kind of confusion.
Thinking in terms of money, they insist that every penny shall be paid us.
But when they think in terms of imported goods, by means of which the
payments must be effected if at all, they are for barring them out. Mani-
festly, the debts cannot be paid in gold. And even if they could be it would
harm us, not help us, because we have too much gold already. Full payment
could scarcely be exacted except at the expense of a serious breach in the
American tariff walls. That might not be so bad. But if it were understood,
doubtless the hundred per centers would experience a change of heart.

Congress Gets Mellon’s Figures on Cancellation.

Along with the article of Prof. Fisher (which we give above)
the “World” on June 21 published the following dispatch
from Washington: A

In the debt settlements with France and Italy the United States is
collecting substantially only the amount of her post-armistice loans to t hese
countries, figures just calculated by the Treasury show.

In other words, since the Debt Commission had no power to reduce the
principal of the loans, it has, by reducing the interest, made the present
value of the payments to be made by France and Italy equal only to about
the sums loaned them after all danger of a military defeat was over. The
figures are given as an answer to the European argument that since Euro-
peans provided the man power for most of the war, the United States should
provide the money.

The Treasury believes the present figures show that this is what the
United States has done, practically canceled the actual wartime debts. As
the Treasury figures it, the present value of France’s payments, figuring
interest at 5%, is $1,681,369,000 and her post-armistice loans amounted to
$1,434,818,945. The present value of the Italian payments is $426,287,000
and her post-armistice advances $617,307,200.

Mellon Submits Figures.

Secretary Mellon has submitted these calculations to Congress for use in
discussing the settlements. They give the present value of the gross debts
discounted at 3, 414 and 5% Iinterest and the percentage of the funded
debts represented by their present value.

Prior to the funding agreement, the French debt stood at $4,230,775,000.
With interest adjustments in the agreement, the debt was funded at $4,025,~
000,000. Its present value discounted at 5% is $1,681,369,000. The
present value is 39.7% of the debt at the time of funding, and the extent of
cancellation, at 5% interest, is 60.2%.

The Italian debt prior to the funding agreement was $2,150,150,000.
After adjustments it was funded at a principal of $2,042,000,000. Its
present value discounted at 5% interest is $426,287,000, or 19.8% of the
total before funding, representing a cancellation of 80.2%.

Prof. Fisher's calculations differ slightly from those of the Treasury, it
was explained, because he figured interest by yearly payments, whereas
the Treasury arrived at its totals by figuring payments of interest on a
gomi-annual basis. The latter prevails in all of the settlements.

French Loan at 8%.

That 5% is not too high a rate for use in obtaining the current value of
the French payments might be indicated by the rates obtaining on France'’s
internal debt. While interest on her pre-war loans ran around 3 and 4%,
it was necessary for the French Government to pay interest of 7 and 8%
in late stages of the war and even on some of her loans thereafter.

The national defense funds, which revolve quickly, carry interest of
around 6%, but financial experts point out that the various inducements
offered to cause investments in the short term French bonds, such as
advance payment of interest, in reality make the rate higher than officially
stated. Normally the short term obligations would bear lower interest
returns than the balance of the internal debt.

The argument that the United States wiped clean the actual war debt
with France and is collecting only money advanced after the Armistice
might be sustained if it were accepted that France obtained too good a
bargain on the sale of surplus war materials left in American depots after
the Armistice. The amount charged for these supplies was $400,000,000.
Their actual value has been placed variously at around $1,000,000,000, but
it has been argued with equal vigor that France profited and lost by the deal.

The following table shows the pre-armistice and post-armistice loans to
Great Britain, France, Italy and Belgium, and the present value of the
combined funded indebtedness at 5%, according to Treasury calculations:
Pre-Armistice Post-Armistice Present Value Total

Loan. Loan. Debt at 5% Int.
$3,690,000,000 $581,000,000  $3,296,948,000
1,970,000,000 1,434,818,945 1,681,369,000

1,031,000,000 617,034,050 426,287,000

171,780,000 207,307,200 191,766,000

At 414 % the present value of the French settlement is $1,996,509,000
and at 3% $2,734,250,000. At the same rates Italy's settlement has a
value of $528,192,000 and $782,321,000.

Nation.
Great Britain

French Morgan Loan Partly Used.
The following Paris advices are from the “Wall Street
Journal” of July 6:

Finance Minister Caillaux addressing the Chamber of Deputies said he
had received assurance of modifications of France’s debt agreement.

Advances of the Bank of France to the Government are within 500,000,000
francs of the legal limit, and a good part of the $100,000,000 Morgan loan
has been absorbed in the effort to check the slump of the frane, the Min-
jster of Finance revealed in his exposition of the French financial situa-
ion.
c He warned the Chamber France cannot now obtain credits from the
United States or from Great Britain unless she pays her debts. He added
that she cannot pay her debts if the pound and dollar continue to mount
i ion to the franc.
m“r;:]:;t Government will submit the Washington and Lox.ldon settler_nents
together to Parliament, which will ac_t with full sovereignty,” C:u]]alfx
said. ‘‘Both accords, with the ameloration of which I already have certain

assurances, are indispensable.”

.“The Government approves the conclusions of the experts’ report, but
will not follow it servilely. The total additional taxation proposed by the
experts is somewhat excessive.

“This year the budget again has a deficit, because of the fluctuations of
the e;(change, but if my plan is followed in 1927 the budget will be rigor-
ously' stabilized. The taxpayers must support the 1926 expenses, because
we cannot place further interior loans.”

Promises of a stabilized budget have been held before the country for
sew.er'a] years, but each budget that set out to be stable has developed a
deficit immediately as the franc sank further in the international exchange
quotations.

Caillaux said new taxes were necessary.

Secretary Mellon Denies Cabling France on Debt Pact
—Scouts Report that Minister Caillaux Was
Assured United States Would Not
Apply Article 7 of Agreement.

In its issue of July 2 the New York “Commercial” an-
nounced the following from its Washington Bureau:

While Secretary Mellon and other American Debt Funding Committee
officials have made it known that there is little likelihood the United
States ever would enforce Article 7 of the debt agreement with France,
.which permits the Secretary of the Treasury to call on France for the
issuance of marketable bonds which could be sold to the public if at any
time he should so desire, it was denied at the Treasury to-day that the
Secretary had ever communicated either directly or indirectly with the new
French Finance Minister, Joseph Caillaux, in regard fo this matter. In
com.mcnting on a press report from Paris, which stated that Caillaux had
received from Secretary Mellon a cable giving unofficial assurance that
the United States would not apply this article of the pending agreement,
the Secretary asserted that this question had not been presented to the
egmn!ittee by the French Government in any form. It had not come to
him in any official manner, he said, and his only information on the sub-
ject was from press reports.

Treasury and debt committee officials, however, recently stated in reply
to press dispatches indicating French opposition to this provision of the
agreement that a similar article was contained in all other debt settlements,
that it had never been put into operation and that because of practical
financial considerations it did not appear likely it ever would be carried
out. If public bonds were issued on the strength of French Government’s
obligation to the United States they would have to be sold at par with
this Government’s backing and the rate of interest would be very low, &0
that officials here thought there was nothing to fear from this source. It -
was pointed out, furthermore, that the Liberty Loan Act under which the
money advanced to France during the war had been raised and which the
French Government had understood, provided that marketable bonds should
be issued to this Government in repayment of the loan if the United States
so demanded.

Officials here to-day, however, were not willing to comment further on
the matter, simply stating that there had been no communication with
M. Caillaux and that the reported position of the French Government had
not been brought to the attention of the American Debt Funding Commis-
sion or the Secretary of the Treasury in any official manner whatever.

Treasury on Foreign Debts—Within Power to Place
Obligations of Any Country Which Has Funded
Debts on Market—Attitude Toward France.

From the “Wall Street Journal’’ of July 8 we take the fol-
lowing Washington advices:

Treasury officials indicated that while no assurance has been given to
any foreign country that their debt obligations would not be placed on the
market, as is provided in the debt treaties, the economic situation of the
world will have to be completely revolutioniz:d to make such a step on the
part of this Government sound. It is entirely within the power of the
United States to place British or any other country’s obligations who have
funded their debt on the market now instead of issuing Treasury certifi-
cates for Government financing, officials stated, but such a course is plainly
absurd and economically unsound in the present condition of the world’s
fiscal affairs.

French officials have been endeavoring to obtain assurances from this
Government on this phase of the debt funding agreement, and though this
country has refused to give any assurance, it is thought by the Treasury
that the economic situation of the world should be assurance enough to
all debtor nations that their obligations cannot possibly be placed upon
the market at any time in the future unless European countries make phe-
nomenal recoveries.

The same paper on July 7 published the following Asso-

ciated Press dispatch from Washington:

The American Government may lift its ban on credits to France without
waiting for the United States Senate to ratify the $4,000,000,000 debt set-
tlement when and if the French Parliament approves the pact, it is believed.

Finance Minister Caillaux’s efforts to obtain a favorable vote on the set-
tlement in Paris are seen as preliminary to a credit of $100,000,000 or
$200,000,000, to stabilize the budget and the franc.

Treasury officials emphasize no *‘assurances” of modification of the set~
tlement agreement have been given, as Caillaux intimated. It is believed,
however, the United States will be willing to withhold the French bonds,
given for the total amount of the debt, from the American market. This
would allow the French leaders to assert that if France's capacity to pay
decreases in the next few years, the bonds could be exchanged for a new set,
issued under easier terms.

Russian Soviet Orders Cut in Price of Goods—Reduc-
tion of 109, from May Level is Due to Prospect of
Bumper Crop.

It is learned from a copyright message to the New York
“Times” from Moscow July 5 that all retail prices of manu-
factured goods must be reduced 10% from the May level
by Aug. 1, according to a decree just issued by the Soviet

authorities. The “Times’ account goes on to say:

The reason for the decree is obvious enough. The prices of agricultural
products have been dropping in anticipation of a bumper crop and it is
feared that there will be a greater disproportion than at present between the
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prices of grain and goods—Trotsky's famous “‘scissors,” as they are called
here from the chart published four years ago by the then Red war lord,
showing the line of food prices descending from the pre-war level and the
goods price line mounting away above it.

“Unless we can make these scissors shut,” said Mr. Trotsky, ‘“‘we shall
lose the economic battle."

By a terrific effort the goods prices were forced down and the ruthless
export of grain pushed food prices up to meet them. With the grain rates
double, the pre-war level and goods not more than 70% higher, still it is
then possible to maintain an equilibrium for one reason which the majority
of the Soviet economists overlooked.

There was practically no purchasing capacity, no surplus over the barest
living necessities—in the city or country.

It is wholly a different story to-day. Speaking generally, both the urban
workers and the peasants are eating as they never ate before—the standard
of Russian life being so low that white bread or meat on the table is a car-
dinal measure of national prosperity—and with the harvest this fall comes
the expectation that there will be an unprecedented demand for manufac-
tured goods.

‘With all credit to the good intentions or decrees of the Soviet authorities,
it would seem humanly impossible to maintain prices at the present level—
which, it is true, is some 2 or 3% lower than in May, thanks to the summer's
lessening demand, some reductions in overhead and a steady decrease in
food costs—much less to diminish them.

The peasant, however, is beginning to believe what he had been told—per-
haps rashly—for the past nine years, namely, that he was not a beast of
burden but a man, a brother and the essential majority of the Soviet State.
8o he is rather petulant on finding that he must pay three or four bushels
of grain for goods that one bushel of grain would have bought in the old
days.

He won't revolt, of course—Bolshevist revolution gave him his land
tractors, doctor, credits and the right to call himself a man and fear nonet
But he will grumble as American farmers grunble and Moscow will listen as
‘Washington listens.

‘What Moscow will do about it is not yet apparent, but in a country where
the peasants are 88.5% of the population, there is no doubt that it must do
something considerable. :

Without attempting prophecy, it is perhaps worth while to realize that
every step—and there have been a good many since 1920—which the Soviet
Government has taken away from pure communism toward so-called cap-
italist methods has been forced more or less directly by peasant pressure.

Russia is to-day peaceful, industrious and potentially rich beyond the
dreams of avarice. But it needs money and foreign expert assistance to
escape the present vicious circle and start the ball of prosperity to rolling.

It is not beyond possibility that the peasant pressure will soon further
develop the evolution of the Russian State to a point where foreign credits
and expert help will become available.

Payment of Rumania’s War Debt to Italy—Proposed
Loan to Rumania.

A Bucharest Associated Press cablegram July 1 stated:

Under the terms of the recent financial negotiations between Italy ;nd
Rumania, Rumania will pay its war debt of 150,000,000 lire to Italy in
fifty annual installments. The payments will be relatively small at the
beginning. The interest rate has been fixed at 114 9.

Rumania also will receive a 10-year loan of 200,000, i
$7,660,000) from a company organized by the Italian St(:)l(t);((); l:;ent(r::)ll)](;::;
petroleum. This sum will draw interest at 79. :

Italy also will loan 100,000 lire to Rumania without interest
to be spent for the purchase of goods manufactured in Ttaly. I
is secured only by Rumania's signature.

The Rumanian Government believes that great adva
industry will accrue through the arrangements. YRntiges g Ly joil

the money
This amount

Yucatan Restricts Henequen Output.

Advices from the Washington bureau to the New York
“Journal of Commerce’’ June 29 states that the restriction
of henequen (sisal hemp) production in Yucatan on a sliding
scale, ranging from 10% for small producers to 309, for
large producers, is provided in a decree enacted byo the
Yucatan State Government, according to a cablo dispatch
received at the Department of Commerce.

Importance of Italy and Japan as Consumers of
American Cotton—Relationship of Transportation
Costs to Cotton Prices,

Italy and Japan are rapidly forcing their way to the front

as consumers of American cotton, according to g study just
completed by the Bureau of Railway Economics into the re-
lationship of transportation costs to cotton prices and made
public on July 6. The Bureau’s announcement in the mat
at-
ter says:
Cotton exports to Japan have increased nearly
five years compared with those from 1906 to 1911, whi
i 3 » While the v
increase of nearly 229 for.Italy. Exports to Great Britain dutr;;re t::s ;“r:,
five years showed a decrease of more than 439 compared withgthosepf»
the period from 1906 to 1911, while cotton exports to Germany showed 0':
decrease of 38% and to France, a decrease of 24%. On the basis of U‘
ml{nb'or of bales of cotton exported from the United States however, Gre. li
Britain, Germany and France are still in the lead in the or’der mmeti i
The atuq_v further shows that freight rates do not retard the‘ mO\tement
of cotton into either domestic or foreign markets, and that freight rates
represent relatively a small proportion of the price even on long hauls
Freight rates constitute a small factor in price determination and do n0£
cause the fluctuations in the price of cotton that takes place almost con-
stantly. A summarization of the study indicates:
1. That there are marked fluctuations in the prices pai
\ ¢ aid
cotton, which occur from week to week, month to mox?th alx)lil()dsl:eiesl;sn f?r
season. ' g
2. That the fluctuations are not uniform at points i
territory. 5 b s
8. That the fluctuations exceed the freight rates even t
b e iy o the most distant
4. That freight rates do not cause the fluctuations in price.

300% during the past

general

5. That freight rates are a small factor in price determination, and do
not retard the freedom of movement of cotton into either domestic or for-
eign markets.

6. That the freight rate is relatively a small proportion of the price,
even on long distance hauls.

Reports from 103 cotton shipping points show that for the 1925-26 sea-
son, there was a spread in the price of middling cotton ranging from
$3 25 per hundred pounds at Duke, Okla., to $10 at Forest City, Ark. In
the great majority of cases, the spread in price over the three seasons was
in excess of ten times the freight rate to Fall River, Mass., which has
remained practically stationary. For the 1925-26 season alone, the spread
was usually more than four times the total freight rate.

The study further shows that at many points there was a fluctuation in
prices from week to week with variation in prices on the same day at
different points in the same producing territory.

Farm Loan Board Issues New Rules—Modifies Rulings
with Respect to Acquisition of Real Estate and
Payment of Dividends.

The following is from the ‘“Wall Street Journal’’ of July 8:

The Farm Loan Board has issued several new rulings in respect of dividend
payments and the acquisition of real estate, through foreclosure, by Federal
and Joint Stock Land banks.

The ruling relating to real estate is a modification of that issued last
fall, which required the charging off of 20% of land acquired to reserve
and undivided profits account, if such land had not been disposed of within
one year after foreclosure. The latest ruling, which is generally acceptable
to bankers, reads as follows:

“If land is acquired by a Land bank in satisfaction of mortgage debts
either by deed or by purchase at sales under judgments, decrees or mort-
gages, all mortgage accumulations such as delinquent amortization pay-
ments, interest, taxes, foreclosure and other expenses incident to such
acquirement may be included in the book value at which the acquired land
is taken into account. If land thus acquired is not disposed of within
six months, there shall be charged to earnings of the current semi-annual
period and credit to ‘Reserve for Depreciation on Real Estate’ the amount
this book value exceeds the unpaid principal of the loan, and the land so
acquired shall then be appraised at the bank’s expense by an appraiser, or
appraisers designated by the Farm Loan Board, or by a reviewing appraiser,
and may be carried thereafter as an asset at the new appraised value, but
in no event to exceed the principal of the original loan."

Where a bank has disposed of acquired land and accepted a mortgage on
such land as security for part of the purchase price, such mortgage, until
pledged with the registrar as basis for a bond issue, with the approval of
the Farm Loan Board, ‘‘shall be sezregated from the general mortgage
account and carried in an account designated as ‘Purchase Money Mort-
gages,” and all mortgages in such account shall be subject to the same rules
as to appraisal and carrying value as ‘Real Estate Owned."

“If the book value of acquired real estate and of purchas money mort-
gages taken in disp osing of acquired real estate, after deducting the amount
in the depreciation reserves, exceeds 509, of the par value of the capital
stock and surplus, an amount equal to such excess shall be reserved from
the earnings of the current semi-annual period."

Dividend Payments.

Anent dividend payments, the Board has ruled that ‘“‘net earnings for the
purposes of Section 23 of the Act (Reserves and Dividends of Land Banks)
are hereby defined as the gross earnings reduced by current expenses, losses
and other charges against current earnings specified by law or required to
be made by the regulations of the Board. The amount thus determined
semi-annually shall be net earnings and after the required per centum has
been carried to legal reserve the remainder may be used for dividend pur-
poses as specified in the Act. Payment of dividends so declared may be
made in such manner as the bank may determine.”

In addition, the Board has ruled that premiums and discounts on bonds
sold be carried to accounts designated ‘‘Premium on bonds—deferred
income’ and ‘Discount on bonds—deferred expenses,” respectively, and
shall be distributed as earning or expense, monthly, over the callable period
of each bond issue.

Loans heretofcre or hereafter made on a semi-annual payment plan may
be changed to an annual payment plan upon application by the borrower,
with the consent of the national farm loan association indorser, setting
forth the reasons why the change is desired. However, before the change
may become effective, the borrower will be required to pay all delinquent*
payments, includinz taxes and insurance.

New Loan Expenses.

Expenses of new loans may be charged as current operating expense or
may be distributed over a period of five years, charging off one-tenth at
the end of each semi-annual period on June 30 and December 31, following
the closing of such loans, provided total amount of expense thus deferred
does not exceed 114 % of the amount of new loans.

The new rulings also permit consolidation of two or more farm loan
associations operating in territory which can be covered legally by one
association, the liquidating association, or associations, turning over assets
to the non-liquidating association, and the latter assuming liabilities of
the former.

Plans for Making New York Cotton Port Proposed By
N. Y. Cotton Exchange.

Plans to make New York one of the greatest cotton
ports in the United States was announced on July 5 by
Samuel T. Hubbard, Jr., President of the New York Cot-
ton Exchange. The plans, which are subject to the ap-
proval of the members of the Exchange, call for the en-
tering into of a contract between the Exchange and the
Bayway Terminal, which has a large warehouse develop-
ment on Staten Island sound at Elizabeth, N. J. The
development calls for the expenditure of about $5,000,000
by the terminal company. Members of the N, Y. Cotton
Exchange met on July 8 after the close of the market to
consider the proposed contract. They evinced a keen
interest in the proposal, which is regarded as one of the
most important steps which has come before the Exchange
in many years. Various features of the proposed contract
were discussed at length and the meeting adjourned sub-
ject to the call of the chair,
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The announcement of the Cotton Exchange on July 5
stated:

The Bayway Terminal now has facilities for handling and storing
60,000 bales of cotton and under the proposed contract with the ex-
change these facilities will be increased to 100,000 bales within six
months, 150,000 bales within one year and 200,000 bales by October
1, 1927.

Every facility will be provided by the terminal company for the
most modern and most economic handling, accomodation transporta-
tion and centralization of cotton coming into the port of New York.
The plans provide for minimum charges for the transportation, handling,
inspection, compressing and insuring of cotton as low as any port in
the country of comparable advantages.

The Bayway Terminal, under the proposed contract, agrees to pro-
vide by October 1, 1927, dock space of 1,20 feet to accomodate ves-
sels of 10,000 tons and berth space for eighteen lighters at one time
with facilities for discharging 18,000 bales of cotton in three eight-
hour shifts. The plans also include facilities for handling daily 150
freght cars and loading or unloading 7,50 bales of cotton in three
eight-hour shifts. A Webb high density compress, where cotton will
be compressed as ordered by owners or shippers, will be installed at
the warehouse.

President Hubbard at the same time said:

“The plans embodied in the contract are the result of long and care-
ful study of conditions affecting the cotton industry generally, and
those who sponsor the plans believe that they will make the port of
New York of far greater importance as a cotton market, both for the
delivery of cotton on contract and spot cotton than it has ever been
before. This development will be of far reaching importance, not only
for New York and to the South, but to the cotton industry all over
the world. It should immeasureably increase the volume of cotton
passing through- the port of New York.

“Not only will cotton be stored and handled along the most economic
lines, but with a modern compress cotton can be shipped to American
mills under the usual density or under high density to foreign coun-
tries. Furthermore, with the ability to obtain a single bale certificate,
cotton received on contract can be selected out and shipped anywhere
with great ease and facility.

“I am particularly impressed with the provisions made for the stor-
ing of cotton not intended for contract delivery. I believe the cheap
rates of storage with additional storage-in-transit privileges, which we
hope to obtain in the not distant future, will be of the greatest value
and benefit to merchants and manufacturers throughout the country
and to the farmers because the plan offers to those who distribute the
cotton crop additional facilities at extremely low rates.”

Reports to New York Stock Exchange Show Increase
of $158,897,831 in Brokers Loans Outstanding on
June 30 as Compared with May 28 Figures.

According to the figures made public by the New York
Stock Exchange on July 6, the amount of brokers’ loans out-
standing increased $158,897,831 in the interval from May 28
to June 30, the figures on the latter date, at $2,926,298,345,
comparing with $2,767,400,514 on May 28, and with $2,835,-
718,509 on April 30. The March 31 figures were $3,000,-
096,167; Feb. 27, $3,535,590,321, and Jan. 31, $3,513,174,-
154. The following is the statement made public by the

Stock Exchange on July 6.

Total net loans by New York Stock Exchange membe.rs on collateral
contracted for and carried in New York as of the close of business on June 30
1926, aggregated $2,926,298,345.

The detailed tabulation follows:

Demand Loans. Time Loans.
(1) Net borrowings on collateral from New York

banks or trust companies $1,851,693,535 87 $657,420,012 17
(2) Net borrowings on collateral from private

bankers, brokers, foreign bank agencies or

others in the City of New York 373,760,296 96 43,424,500 00

$2,225,453,832 83 $700,844,512 17

Combined total of time and demand 10ans. - - - - cccccmmacamnnn $2,926,298,345 00

The scope of the above compilation, and the methods employed in

preparing it, were both exactly the same as in the loan report issued by the
Exchange a month ago.

Informal Ballot of Members of New York Cotton Ex-
change Shows Majority in Favor of Southern
Delivery.

Out of a total of 284 votes cast in the informal ballot taken
by the New York Cotton Exchange on the question of the
adoption of Southern delivery, 166 members placed them-
selves on record as favoring the proposal “in principle,” while
118 voted against it. In announcing the result of the ballot-
ing on July 7, the Exchange stated that “the vote does not
in any way commit the Exchange to the adoption of a system
of Southern deliveries. If the question should come before
the members officially, it would require the votes of two-
thirds of the members voting to insure its adoption.” The
announcement also said:

The purpose of the vote was to obtain a concrete expression from the
membership of the Exchange as to how they felt in regard to the principle

of Southern deliveries and to invite expressions of opinion on the subject
generally.

Of those whosvoted for Southern deliveries, 108 members
favored deliveries in Norfolk, New Orleans, Galveston,
Houston and Savannah; 12 desired to include New York as
a port of delivery, 1 to include Boston, and 1 Atlanta. Only
one member voted in favor of having three contracts, while
91 members favored two contracts. The details of the bal-
loting follow:

FOR.
In favor of Southern delivery, in principle.
iIncluded in the above count, the following expressions of opinion were-
given:
In favor of three contracts
In favor of two contracts. -
Against two contracts
For delivery at Norfolk, New Orleans, Galveston, Houston & Savannah
For, in principle, at Southern ports named, including—

For, if point of delivery is specified when contract is signed
For, when buyer elects to demand Southern delivery at a port
Delivery only at:
Norfolk and New York
New Orleans, Galveston and Houston
One point in South
Savannah and Norfolk
New Orleans, Galveston, Houston and Memphis.
‘Norfolk, Galveston, Houston and Savannah
New Orleans, Galveston, Houston and Savannah
New Orleans, Houston, Galveston and New York.-_
Norfolk, New Orleans, Galveston and Sayannah____
Three Southern points and New York.__’
New York and New Orleans and an Eastern port
Norfolk, Savannah and New Orleans under one contract, and Hous-
ton and Galveston under another contract
New Orleans, Galveston and Savannah and two interior points. -
Galveston and Houston
For, provided proper differential between Southern ports and New York

e e SR R e SR

AGAINST.
Against Southern delivery in principle

iIncluded in the above count, the following expressions of opinion were
given:

For delivery at New Orleans and New York
Fixed differences making Strict Middling basis grade

Oscar Wells of American Bankers Association Says We
Are in State of Prosperity—Comment on Strong
Bill and Federal Reserve System.

_ Oscar Wells, President of the American Bankers Associa-
tion, in addressing the Southern Newspaper Publishers’
Association at Ashville, No. Caro., July 6, declared that
“times are good now’’ and that ‘“on the whole we are in a.
state of prosperity.” Mr. Wells made some observations
regarding the Federal Reserve System, incidentally com-
menting on a ‘“recent tendency toward abuse in connection
with the operations of the 12 Federal Reserve Banks’” which
“has arisen in the incipient demand for controlling the price
lev.els of commodities through their rate-fixing policies, such
as is contemplated in the Strong bill introduced recently in
Congress.” “This,” he said, “is but another effort to sub-
stitute through legislation a mechanical process for an
ecqnomic law, in this instance the one of supply and demand.
It is quite certain that in the normal functioning of a Govern-
ment banking system it must exercise an influence upon
credit if it is to be effective, but it is equally certain that
such an influence must come through the administrative
wisdom employed in directing the system and that prices,
when and if affected thereby, are the results and not the
purposes of such an act of administration. The Act was
passed as the means of affording certain underlying principles
greatly needed as a reformation to our banking system and
to our system of currency.”

Mr. Wells in his discussion of the Reserve System also said:

1t is not my purpose to prescribe a solution to you for all of the economic
ills of our nation but rather to mention a few of the outstanding ones as
reflecting the attitude of those who live in the atmosphere of practical
economy. Perhaps the greatest economic achievement in our time was the
passage of the Federal Reserve Act. Its worth has been proven in the in-
terest of all of the people by the manner in which it was made to function
flurin.g.the stressful period of financing the requirements of the war. Even
its critics are willing to give it credit for having done that. As a matter of
fact, those who criticise the Federal Reserve System are usually careful
to say that the law is all right but that the fault lies in the administration
of. it; and, of course, like all other things under human direction, some
mistakes have been made and probably will continue to be made. There
has been, however, more misinformation about the purposes and conse-
quences of the transactions with the Federal Reserve Banks than about any
other subject concerning which there is so little of a technical nature. In
the first place, it is a matter of common belief that the Federal Reserve Act
was passed at the behest of the party then in power, my own party, but in
the face of the opposition of the bankers of the country. There is no greater
mistake in connection with the legislative history of our country. For more
than twenty years bankers had been engaged in the consideration of the
dual subject of banking and currency reform. Their conventions were
responsible for the contribution of the greatest amount of literature upon this
subject. They were repeatedly before Congress in groups and as individuals
in seeking to crystallize a sentiment favorable to a legislative enactment by
'which.the principles underlying the Federal Reserve Act might be brought
into existence. Because they continued to give counsel and advice from out
of their own experiences, so long as the matter was before Congress, it has
been construed that they were in opposition to it. When you reflect that
during the progress of its course before the committee on banking and
currency in the Senate it underwent several hundred changes you can
understand that naturally there were some clashes of judgment in working
out the details of the legislation.
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There is another fallacy about the Federal Reserve System which is
responsible for a lot of economic misconception. The Federal Reserve Bank
is frequently regarded as a Government bank, There are some very intel-
ligent people who believe that it is supported by Government capital and
that it was created as a type of Government aid to the member banks. It
is regarded as a precedent for helping other people by the investment of the
treasury funds of the Government. Instead of it being a charge upon the
Government coffers it has been and will doubtless be at intervals in the
future an actual source of revenue. The Federal Reserve Bank was created
for the use and benefit of all citizens who had any need for a greater stability
of business conditions. In aiding the bank it requires that such help be
passed on to the bank customer. The best evidence of the fact that the
member bank is not the recipient of direct Government assistance lies in
the fact that only a relatively few of the state banks have exercised their
option to become members. Aside from whatever moneys the Treasury
Department may carry on deposit or disburse through the Federal Reserve
Banks, all of their deposits come from the member banks, their entire
capital is furnished by them and the Government has made no contribution
whatever toward their support. Where is the Government subsidy here?
Has any bill been introduced in Congress seeking to give Government aid
in any direction and fashioned in such a manner as to require those who
may become its beneficiaries to furnish the funds for its organization and
maintenance. The stock of the Federal Land Bank was subscribed by the
Government, although it is intended that through its future operations the
stock is to be gradually transferred from it into the hands of those who use
its facilities. The Intermediate Credit Bank is being sustained by treasury
funds.

The charters to the twelve Federal Reserve Banks will expire in eight more
years. The extension of those charters is a matter of grave concern not
only to the banks but to the commercial and producing interests of this
country. Those who are best qualified to form an opinion as to the granting
of renewals have spoken in favor of indeterminate charters, or until Congress
shall revoke them for cause. The economic wisdom of to-day, so far as I
am able to interpret it, is in favor of an early enactment looking toward the
extension of these charters. It should be done without regard to any other
proposed or expected legislation dealing with alterations or amendments to
the Federal Reserve Act. There is grave danager in delaying. It is
inconceivable that Congress will not at some early date fix the destiny of
these institutions and not let the question of what is to become of them
at the expiration of the twenty-year period for which they were originally
chartered become a matter of uncertainty. Business chaos would ensue
if there should arise in the public mind the probable necessity of adjusting
trade and commerce to any new order of things not including the continua-
tion of the Federal Reserve Bank. So far as we know, there is no sub-
stantial opposition to the settling of the question at the present session of
Congress. It has not been done and the only consideration given to the
subject has been in connection with another bill dealing with the subject
of branch banking upon which there is great diversity of judgment both in
and out of Congress.

New York Stock Exchange to Issue Daily Statement on
Call Money Market.

The intention of the New York Stock Exchange to issue
daily, about 3 p. m., a statement regarding the Call Money
Market was made known on July 8, when the first of the
daily statements was issued as follows:

Call Loans on the New York Stock Ezchange July 8 1926.
Renewal, 414; high, 414; low, 414; last, 414,
Remarks: Small turnover. Good supply all day.

hand at close.

Yesterday’s statement (July 9) was as follows:

Call Loans on the New York Stock Exchange, July 9 1926.
Renewal, 414; high, 414; low, 414; last, 414.

Remarks: Heavy days’' turnover, but funds available at all times.
Money in supply at close.

In noting the action of the Exchange, the New York
“Times’” of yesterday said:

This information will be gathered by observers at the call money desk on
the floor of the Exchange, where many of these loans are arranged and
where most of the big banks in the financial district send surplus funds
which they desire to put out on call.

Ample amount on

Amendments to Constitution of New York Clearing
House—Hours for Clearing Extended to 2 A, M.—
Elimination of Compulsory Collection Charges
—Other Changes.

A number of important changes in the constitution of the
New York Clearing House Association were adopted at a
special meeting of members held on July 7; they will become
effective on Aug. 2. The changes were proposed in a report
of a special committee appointed on Jan. 26 1926, consisting
of G. E. Gregory, Vice-President National City Bank-
H. A. Marsland, Vice-President . Irving Bank-(ﬁo]umbiaﬁ
Trust Co.; D. B. Sherer, Vice-President Corn Exchange
Bank; A. M. Aiken, Second Vice-President Chase National
Bank; J. L. O’Neill, Vice-President Guaranty Trust Co. and
P. A. Rowley, Vice-President Bank of the Manhat.tan, Co.
The report was presented on June 16 to C. R, Mitehell
Chairman of the association’s Clearing House Committee,
and before its submission to the members of the association,
this week had been accepted and approved by the Clearing
House Committee. The special committee’s work was
undertaken with a view to improving and extending the
services of the ClearingHouse, and in making its recom-
mendations it states that “it early became apparent in our
study that some of the facilities of the association were not
adapted to the present-day requirements of members.”
One of the changes, designed to accommodate institutions
maintaining evening or night forces, the clearing of items
received after 10 a. m. may be made at any hour up to 2 a. m.

The elimination of compulsory exchange and collection
charges is another of the important changes decided upon,
the imposition of these charges, under the newly adopted
amendments, being left entirely to the diseretion of members.
Under another of the changes agreed to, interest rates
applicable to all classes of deposits except special interest
accounts are to be fixed by the Clearing House Committee
and the maximum for special interest accounts is raised from
$10,000 to $15,000. Heretofore the Clearing House Com-
mittee has been required to meet within a specified time
after the Federal Reserve Bank discount rate has been
changed and determine upon a new maximum interest rate
on the basis of the Federal Reserve rate. While the Clearing
House Committee will continue to use the Reserve discount
rate as a guide, it may, under the changed rules, fix at
any time whatever rate is deemed necessary. The estab-
lishment of an optional exchange at the Clearing House for
the clearing of coupons is provided for among the proposed
changes, and action has been taken looking to the discon-
tinuance on checks of the words “Payable only through the
New York Clearing House.” The following summary of
the changes decided upon is incorporated in the report:

MEMORANDUM.

Re: Principal Changes Proposed as Amendments to the Constitution and Rules
and Regulations of the New York Clearing House Association.

1. Inauguration of an early morning exchange—Delivery before 2 a. m.
of packages containing all itemsreceived after dispatch of 10a. m. exchanges
and prior to the close of business of the previous day required of all members
taking away packages from the Clearing House between 12.01 a. m. and
3 a. m. optional, but compulsory before 9 a. m.

Purpose: To more evenly distribute the volume of items received and
cleared over @ twenty-four hour period and thus reduce the peak load which
now occurs at the time of the present morning exchanges. It is estimated
that at least 60% of the exchanges will be cleared by 3 a. m. and that volume
of the exchanges will be available for posting on arrival of the day force
of bookkeepers of member banks.

2. Substituting a regular exchange for the unofficial “‘swapping’’ of checks
and placing the optional 8 a. m. and 9 a. m. exchanges under the respon-
sibility and regulations of the Association.

3. Zoning the city to provide more flexibility for the return of “not good"
items and the protest by the drawee bank of dishonored items.

Through the development of branch banking, it now happens that many
members maintain branches at outlying points, one branch of a member
being as far distant as twenty-five miles from the Clearing House. As a
result it is often a physical impossibility for branches of members to return
“not good'' items within the time limits at present prescribed by the rules.

The interests of the presenting member banks will be protected by the
protesting of dishonored items by the outlying drawee bank. In all cases
the outlying branch or bank returns the protested item through the new
2 a. m. delivery. The regulations provided enable the members to meet
all the requirements of the Negotiable Instruments Law.

4. The elimination of compulsory exchanges and collection charges:

Recognizing that many members desire the removal of restrictions on the
natural flow of funds to New York, a recommendation has been made to
make exchange and collection charges discretionary on all points. After
consideration, it is our opinion that the elimination of such charges will
attract deposits to New York and place each member on a more equal
footing with non-members and other institutions in the adjacent territories.
We further feel that the benefits which can be derived from interest adjust-
ments, and the increased deposits, will more than offset the income derived
from the exchange collected.

5. Inrterest rates applicable to all classes of deposits except special interest
accounts to be fixed by the Clearing House Committee and the maximum
for Special Interest Accounts raised from $10,000 to $15,000.

As the schedule in Article XI specifying the maximum rates which may
be paid on various classes of deposits, at times does not conform with the
rates established by the Clearing House Committee, an amendment has
been proposed to leave the fixing of the rates entirely to the Clearing House
Committee.

The increase in the maximum for Special Interest Accounts from $10,000
to $15,000 has been recommended to meet the growing demand from
depositors and for the purpose of further stimulating the thrift habit.

6. Inauguration of an exchange for the clearing of coupons.

For many years there has been a desire on the part of many members for
the establishment of a coupon exchange and a canvass of the situation
i ndicates that such an exchange offers promising possibilities of cutting
down the duplication of messenger service and facilitating the more economi-
cal handling of the large volume of coupons handled by members at interest
periods. The exchange will be optional to members and it is not the inten-
tion to establish it until after the proposed new clearing arrangements, if
adopted, shall have been put into satisfactory operation. The suggested
amendment gives discretionary power to the Clearing House Committee
to permit paying agents and institutions other than members to participate
in the exchange and under the same authority to include the clearing of
matured bonds. It is recommended, however, that the clearing be con-
fined to coupons and that only members be permitted to participate until
the exchange has been well established.

7. Defining items eligible for redemption through the Clearing House.

The Constitution heretofore has been indefinite as to exactly what items
could be cleared. Custom has included certain items and provision has
now been made for determining whether or not an item is eligible. There
has been no thought of excluding any items which at the present time are
cleared. An amendment has been proposed to the Constitution giving
definite sanction to the established practice of not clearing documentary
items.

8. Use of legend ‘‘Payable only through the New York Clearing House"
to be no longer recognized as binding:

A rule has been proposed discouraging the use by customers of the legend
‘““Payable only through the New York Clearing House" and specifying that
such and similar legends are to be no longer recognized as binding on the
Association or its members. Many drafts bearing such legends have docu-
ments attached thereto and, therefore, are ineligible for clearing under the
existing rules. At the same time presenting members are, in many cases,
under instructions to wire advice of payment or non-payment. As a con-
sequence confusion frequently arises and the proposed rule states that a
member cannot refuse to honor an item bearing the above mentioned, or
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similar, legend when presented by hand, for the reason that the 1tem'

specifies on its face that it is payable only through the Clearing House.

9. Sorting of checks, against branches of non-members clearing through
the Federal Reserve Bank which require items drawn against their branches
to be sorted into separate packages against each branch.

To equalize the burden placed upon members because of the above
requirements, a rule is suggested providing that all checks and other items
on branches of Clearing House members and (or) on branches ‘of non-
members clearing through a member, deposited with the Federal Reserve
Bank of New York by institutions requiring the sorting into separate pack-
ages of checks drawn upon their branches, must be sorted into packages
against each individual branch of members or clearing non-members, before
being deposited with the Federal Reserve Bank, if such items are to be
cleared through any of the exchanges at the Clearing House. It is recom-
mended that the Federal Reserve Bank be given an opportunity to consult
institutions clearing through it, which require sorts into separate packages
against their individual branches, to see if the requirement cannot be
removed, before the rule above proposed is brought up for final considera-
tion by the Clearing House Committee.

Attention is also called to rule No. 10 which, it is suggested, be added
to the rules governing the City Collection Department of the Clearing
House. It provides that items drawn on branches or offices of the same
bank, firm or corporation and collected through the City Collection Depart-
ment, need not be separated.

10. Changes in phraseology have been made in several sections for the
sake of clarity and minor changes in the form of the Constitution are pro-
posed so that it will be possible to refer more readily to the particular section
one is seeking.

In presenting its recommendations the special committee
said:

June 16 1926.
C. E. Milchell, Chairman Clearing House Commillee,
New York Clearing House Association, New York, N. Y.

Dear Sir;—The undersigned, a special committee appointed pursuant
to a resolution adopted by the Clearing House Committee, has made a
thorough study of the operations, and possibilities of improving and ex-
tending the services, at present provided by the association for its members.
In all its deliberations the committee has kept constantly in mind the
basic objects of the association and with the exception of suggested minor
changes in the phraseology and the form of the constitution its recom-
mendations are predicated upon ‘“the promotion of the interests of the
members and the maintenance of conservative banking through wise
and intelligent co-operation.’

It early became apparent in our study that some of the facilities of
the Association were not adapted to the present-day requirements of
the members, particularly those who now maintain branches in outlying
points of the city where time and distance are important factors in any
clearing arrangement. To meet the changed conditions the committee
became convinced that the greatest benefit to members would be derived
from a change in the hours relating to exchanges and return items which
would more evenly distribute the volume of items received and cleared
over a 24-hour period and thus reduce the peak load which now occurs
at the time of the present morning exchanges. The new arrangement
suggested also permits of a more economical distribution of the clerical
staff of members and eliminates the present informal exchanges between
members.

In addition to optional exchanges at 8:00 and 9:00 a. m. and the regular
10:00 a. m. exchange, the committee proposes, in brief, that each member
will be required to deliver to the Clearing House at the close of each business
day all items it has received since the 10:00 a. m. exchange and which it
intends to clear. To accommodate institutions maintaining evening
or night forces and to increase the volume of items delivered, this delivery
may be made at any hour up to 2:00 a. m. of the succeeding business day,
except as provided in the rules, and those members who elect to do so
may send messengers or authorized agents at any time between the hours
of 12:01 a. m. and 3:00 a. m. to the Clearing House to receive the exchanges
delivered to the Clearing House by other members for them. The exchanges
will be lodged in locked compartments of the vaults of the Clearing House
which are well suited for the receipt and delivery of exchanges, under the
safeguards provided by the rules.

To enable outlying banks and branches sufficient time to handle their
exchanges and return “not good’’ items, an amendment is proposed pro-
viding for the creation of two territorial zones. The exact limits of these
zones are described in the rules, but in general the Central Zone comprises
lower New York south of 72d St. and the Borough Hall section of Brooklyn,
the other zone consisting of territory outside of that included in the Central
Zone. Members and branches of members in the Central Zone will adhere
to existing rules and regulations with respect to return items, excepting
for amount, while outlying banks under the rules will be permitted to
return items of $5,000 and under duly protested, through the 2:00 a. m.
delivery, advice of non-payment of which will have been given through
the 3:00 p. m. exchange of the day before. Similar advice of non-payment
will be given through the same exchange by, outlying banks on items in
excess of $5,000 and the rules amended to permit the return of these items
by hand up until 4:00 p. m. Counsel of the association has passed upon
the proposed zoning and protest arrangements, and all suggested amend-
ments.

The Committee found a strong desire on the part of a number of the
members to eliminate the existing compulsory exchange and collection
charges. After consideration we came to the conclusion that the removal
of restrictions on the natural flow of funds would tend to attract deposits
to this centre and would also place members in a position to compete on a
more equal footing with non-members and other institutions in adjacent
territories. We recommend, therefore, that the imposition- of exchange
and collection charges be left entirely to the discretion of members and
that the constitution and rules and regulations be amended accordingly.
In our opinion the increased business, and the benefits which could be
derived from interest adjustments, would more than offset the income
derived from the exchange collected.

In view of the fact that the schedule of maximum interest rates does
not at all times reflect the exact rates established from time to time by the
Olearing House Committee, we recommend that the constitution be amended
to permit the Clearirg House Committee to fix rates from time to time,
except as to special interest accounts; all changes to be announced through
the Manager. It is also recommended that the existing maximum applying
to special interest accounts of $10,000 be raised to $15,000.

To increase the usefulness of the association and in recognition of a
long-existent demand, the committee recommends the establishments of
an optional exchange at the Clearing House for the clearing of coupons
under rules and regulations to be prescribed by the Clearing House Com-
mittee. An amendment and suggested rules covering such an arrangement
are included later in this report.

The committee considered the use of the words “Payable only through
the New York Clearing House” and like phrases on drafts drawn by de-

posits against Clearing House members, many of which have documents
attached. As the presenting member is frequently under instructions
to wire advice of payment or non-payment on such items and in some
instances the paying bank has insisted that the item is payable only through
the exchanges, even though if accompanied by documents it is ineligible
for clearing under the existing rules, our committee recommends the
adoption of a rule providing for the discontinuance of the use of the legend
“Payable only through the New York Clearing House" and for the dis-
couraging of the use of the same by their depositors. We feel the rule
should also provide that the phrase be no longer recognized as binding
upon the association or its members. ;

The committee suggests that the existing provisions for the maintenance
of the City Collection Department and the Department of Examination
be written into the constitution; also that captions following each section
number be added giving the substance of the section for reference purposes.
Further, to establish a uniform practice an amendment has been suggested
to Section 2 of Article X providing for the guarantee of prior endorsements
on all items sent through the exchanges.

There was called to our attention the burden now placed upon Clearing
House members by reason of the requirement of the Federal Reserve Bank
that items on branches of non-Clearing House member banks and trust
companies cleared by the Federal Reserve Bank be sorted into separate
packages. To equalize this burden we recommend the adoption of a
rule providing that all checks and other items drawn on branches of Clearing
House members and (or) on branches of non-members clearing through a
member, deposited with the Federal Reserve Bank of New York by insti-
tutions requiring the sorting into separate packages of checks drawn upon
their branches, must be sorted into packages against each individual branch
of members or clearing non-members before being deposited with the
Federal Reserve Bank, if such items are to be cleared through any of the
exchanges at the Clearing House.

In adopting the amendments to the corstitution proposed
by the special committee to carry out its recommendations,
only a few minor changes have been made by the Clearing
House.

Banking Suspensions for the Second Quarter of 1926.
A few more banking suspensions occurred in the United
States during the second quarter of this year than for the
corresponding period in 1925, but the liabilities fell off
materially. Thus, the number for the three months re-
cently ended is 115 and the indebtedness is $30,309,000,
while the 111 banking defaults for the second quarter of last
year involved $42,859,470. The decrease in the liabilities
is, therefore, fully 20%. No banking suspensions in either
the New England or the Middle Atlantic sections were re-
ported to R. G. Dun & Co. for the three months recently
ended, and there were none in New England for the second
quarter of 1925, though there were four such defaults in
the Middle Atlantic States in the earlier year, with an
indebtedness of more than $10,000,000. The number is
the same for both years for the Pacific Coast section, but
decreases appear this year in the South Atlantic group,
the South Central States and in the Western States. In
the Central Wests; however, the number of banking suspen-
sions for the first quarter of the present year is 81, against
50 for the second quarter of 1925, and this accounts for the
increase in the total number for the country as a whole.
In point of indebtedness, reductions are shown for this year
in the South Central States and in the Western group.
A comparison of banking suspensions is made by sections
for the first and second quarters of 1926:
First Quarter—————
Number- Liabi 1tles. ———Number:
1026 1025 1024 1925 926 1925

Second Quarter————
Liabllities.
} 1924 1926
New E gla~d
Middle Atlantic- ..
South Atlantic_.
South Central
Central East. ..
Central We
Western
Pacific.

8 $6,106,100
30 3,058,900
5 1,700,000
18,124,000
1,220,000
100,000

$30,309,000
42,859,470

$1,366,000
3,559,718
994,000
19,278,000 ! 96
496,060
200,000

$25,803,778
43,925,548

265

Bank of America Voting Trust.

The Appellate Division of the New York Supreme Court,
First Department, on July 6 handed down a decision unan-
imously reversing the orders of Justice Proskauer, entered on
April 10 1926, granting motions by National Liberty Insur-
ance Company and George U. Tompers, respectively, for
temporary injunctions restraining Edward C. Delafield,
Frederick E. Hasler and Edwin Thorne as voting trustees of
stock of the Bank of America from voting the stock held by
them as voting trustees in favor of an increase of the capital
stock of the bank or otherwise, and restraining the Bank of
America from receiving such votes. The effect of Justice
Proskauer’s decision was to declare that the voting trust
agreement, which was dated Dee. 31 1924, and under which
a majority of the capital stock of the bank had been de-
posited, was void as against public policy because two of the
voting trustees were officers and all of them were directors
of the bank, and on various other grounds. In the opinion
of the higher Court, written by Mr. Justice Martin, in which
all the other Justices concurred, the voting trust agreement is
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completely sustained, and the motion for preliminary in-
junetion is denied, with costs and disbursements to the de-
fendants. The conclusions of Judge Proskauer in March,
holding the voting trust invalid, were given in these columns
March 13, 1926, page 1398. In part Judge Martin’s opinion
follows:

This litigation involves the validity of a voting trust agreement. Two
actions were brought, one by George U. Tompers and the other by the
National Liberty Insurance Co. of America, against The Bank of America
and others, to enjoin the individual defendants from voting and The Bank
of America from permitting to be voted, stock of The Bank of America held
by the individual defendants as Trustees under the trust agreement which is
dated Dec. 31 1924. This agreement was made for the purpose of protecting
The Bank of America against certain interests, asserted to be responsible for
these actions, the representatives of which had figured in buying up control
of and absorbing a great many banks. When it became known that they
were accumulating the stock of the Bank of America, its business and
especially that of its trust department became greatly affected. In this
situation, actuated by a spirit of loyalty to the bank and its traditions and
desiring to maintain its sound and conservative policies, a large number of
stockholders entered into a ten year voting trust agreement, At that time
such an agreement was expressly authorized by Section 50 of the Stock
Corporation Law. It is charged that by taking advantage of a subsequent
amendment, those who have instigated these actions to defeat the pro-
tective purpose of the trust agreement are at the same time invoking, to
serve their purpose, the intervention of equity upon alleged grounds of
public policy, on which grounds the injunctions pendente lite were granted.

The voting trust agreement provides for the deposit by stockholders of
the Bank of America of their stock with trustees and the issuance therefor
of trust certificates. Legal title to all shares deposited under the agreement
is vested in the trustees, who are given general powers to vote the deposited
stock for all purposes whatsoever. As stockholders of record of the cor-
poration and as owners of the legal title, the trustees receive the dividends
payable on the deposited stock, but they are required to pay to the depos-
itors amounts equivalent to the dividends on the stock they-respectively
transferred to the trustees. The trust is to continue for ten years, but it
is terminable at the election of the trustees. On its termination the stock
is to be returned to the holders of trust certificates. Any stockholder may
become a party to the agreement by depositing this stock thereunder. Two
bersons are named as successors to each of the original trustees, in the event
of death, resignation, inability or refusal to act. Provision is also made
for the appointment of successor trustees to fill vacancies by the surviving
trustees or trustee. The term “‘trustees’ as used in the agreement is therein
expressly stated to apply to the original trustees and their successors there-
under from time to time. It is provided that the original agreement shall
be lodged with the Bank of New York & Trust Company, as agent of the
trustees, a duplicate to be filed in the principal office of The Bank of America
and to be open to inspection by any stockholder daily during business hours.

Section 50 of the Stock Corporation Law, in effect when the agreement
was made, sanctioned such an agreement and is as follows:

*“Voling Trust Agreements.—A stockholder, by agreement in writing, may
transfer his stock to a voting trustee or trustees for the purpose of conferring
the right to vote thereon for a period not exceeding ten years upon the terms
and conditions therein stated. Every other stockholder may transfer his
stock to the same trustee or trustees and thereupon shall be a Party to such
agreement. The certificates of stock so transferred shall be surrendered
and cancelled and new certificates therefor issued to such trustee or trustees
in which it shall appear that they are issued pursuant to such agreement,
and in the entry of such ownership in the proper books of such corporation
that fact shall also be noted, and thereupon such trustee or trustees may
vote upon the stock so transferred during the term of such agreement. A
d“t,li)(l)il?“qtl(:(log é)};(lrlr)':_slucghd:\ixit‘zlevxif&lsthfé\q:lqllllgsr{ll‘e(l in the office of the corpo-
;gockho}dor( m" hls"alz‘c'orrlljcy.ﬁ s be npen\tvo inspection by any

The statute was enacted in 1901 as Section 20 of General Corporation
Law (Chap. 355, Laws 1901), later becoming Sec. 25 of the General Corpo-
ration Law. It was amended in 1925 when it became Sec. 50 of the Stock
Corporation Law, by the addition thereto of one sentence reading, as follows:

“This section shall not apply to a banking corporation.”

The statute in the broadest terms permits voting trust agreements gen-
erally. The requirements stated in the section are carefully observed in
this instance.

There are no limitations upon the purposes for which such an agreement
may be made; nor are any corporations excepted. It is clear that the
section does not enumerate the provisions which may be contained in a
voting trust agreement. By its terms it was intended to authorize such
agreements generally, subject only to the specific provisions referred to
and to a definite time limit of ten years.

It is asserted to be against the declared public policy of this State to
permit stockholders of a bank, retaining the beneficial interest in their
stock, to turn over the voting power, even by a voting trust agreement;, to
officers and directors of the bank.

The petitioners are asking for the intervention of a Court of Equity. In
doing so they must not overlook the fact that the first principle of equity
Is justice. It is not only interesting, but desirable to know exactly what is
being attempted. Are technicalities being invoked to lead a Court of Equity
to do injustice?  Are these bona fide actions, to right a Wrong, or are parties
with an ulterior purpose attempting to use a Court of Equity to accomplish
a questionable result, though professing otherwise?

As the object of these actions and the effect of the injunctions may be to
open the way to a competing institution to engulf the defendant-bank and
its management, or to permit several speculators to embarrass the bank in
the accomplishment of their designs, the orders should have at least awaited
a trial. The trial may uncover the real object of the actions and it may
disclose where the equities really lie.

The authority for the agreement seems to be ample. Every precaution
has been taken to comply with the conditions of the statute. The amend-

" ment did not attempt to nullify either directly or indirectly the voting trusts
already created. The statute itself indicates the public policy of this
State as to the subject involved, and it expresses the limitations which the
legislature deemed necessary to safeguard the interests of the State.

The respondent also contends that the amendment to the Banking Law
being retroactive annulled all outstanding or existing voting trusts.

The provisions of the statute relating to banks is not retroactive; it speaks
of the future and does not interfere with a contract which was valid when
made.

In Union Pacific RR. Co.vs. Laramie Stock Yards Co., 231 U. S. 190,
199, Mr. Justice McKenna said:

“* * *x The first rule of construction is that legislation must be con-
sidered as addressed to the future, not to the past. The rule is one of
obvious justice and prevents the assigning of a quality or effect to acts or
conduct which they did not have or did not contemplate when they were

ormed. The rule has been expressed in varying degrees of strength,
ut always of one import, that a retroactive operation will not be given to
a statute which interferes with antecedent ts or by which human action

.is regulated, unless such be ‘the unequivocal and inflexible import of the

terms, and the manifest intention of the Legislature.” United States vs.

Heth, 3 Cranch, 399, 413; Raynolds vs. McArthur, 2 Pet., 417; United
States vs. American Sugar Refining Co.. 202 U. 8., 563, 577: Winfree Admr.
vs. Northern Pac. Railway Co., 227 U. S., 206.”

In Jacobus vs. Colgate, 217 N.Y. 235, at p. 240, the Court of Appeals-
stated the law as follows:

‘‘The general rule is that statutes are to be construed as prospective only
(27 Halsbury's Laws of England, p. 159). It takes a clear expression of
the legislative purpose to justify a retroactive application. * * **

Section 93 of the General Construction Law reads as follows:

‘“‘Effect of repealing statute upon existing rights. The repeal of a statute
or part thereof shall not affect or impair an¥ act done, offense committed
or right accruing, accrued or acquired, or liability, penalty, forfeiture or
punishment incurred prior to the time such repeal takes effect, but the same-
may be enjoyed, asserted, enforced, prosecuted or inflicted, as fully and
to the same extent as if such repeal had not been effected.’

See also People vs. N.Y. C. & H. R. RR. Co., 156 N. Y. 570, 574.

Legislative debates may be resorted to for the purpose of ascertaining
what was intended by the Legislature.

In People ex rel Fleming vs. Dalton, 158 N.Y. 175, at p. 184, the Court
said on that subject:

“If there was any doubt as to the meaning of the Act of 1898, or the
intention of the Legislature in passing it, recourse might be had to the rec-
ords and journals of that body, showing the history of the measure and the
debates thereupon for the purpose of ascertaining that meaning and in-

tion, * * * .

tex'l"i‘(ixe counse 1for appellant has submitted, as part of his brief, a copy of
the minutes of the debate on the Act of 1898 taken by the official stenog-
rapher of the Assembly. These minutes disclose that the entire debate

roceeded upon the assumption that this Act applied to the City of New
g’ork and was brought_forward to meet the opinion of the Corporation
Counsel of the City of New York that the provisions of the charter of the
city should prevail over the general civil service laws of the State.’

From this source we have material to show that Section 50 was not in-
tended to affect outstanding voting trusts. In the State Senate not only
did some of the members display an unusual interest in endeavoring to-
have the Act affect existing voting trust agreements, but that was the proba~
ble motive for this legislation. The debates show conclusively that the Act
was not to be retroactive and was passed with that understanding.

It is argued that Section 26 of the General Corporation Law, to the-
effect that ‘‘No officer, clerk, teller or bookkeeper of a corporation formed
under or subject to the Banking Law shall act as proxy for -any stock-
holder at any meeting of any such corporation” evidences a public policy
against such an agreement.

The agreement expressly provides that persons other than -officers-
of the bank may be the trustees, clearly meeting the situation, even should
it be held that this section of the law referring to proxies is applicable
to a voting trust agreement, which contention we. do not uphold. If a
particular trustee is dicqualified or cannot act, the agreement is not rendered
ineffective. This contingency is provided for by naming others to act
in such a situation. 2 o o

With reference to Section 26, “Cushing on Voting Trusts,” p. 124,
contains the following statement as the rules governing such cases:

“Perhaps the most elusive objection to the enforcibility of voting trusts:
is ulwog l:\}}‘l)iftlt}:'osts on the theory that such a trust is nothing more than a
collective proxy and revocable as in any proxy. If this theory were correct,
the many statutes limiting the effective _durntion of a roxy would also
operate to render totally ineffective a voting trust, for while less than half
the States prescribe a limit for the life of a proxy, yet that limit varies from
seven years to as short a period as thirty days. Thosq who suggest an anal-
ogy between a proxy and a voting trust agreement ignore certain funda-
mental differences between them. The usual proxy merely establishes a
relation of principal and agent terminable by the principal at will either
through revocation or through sale of his stock. The voting strust agree-
ment vests in the trustees an interest in the stock which the original owner
ohvimmfy'i'; unable to nullify by any sale of stock and which he cannot other—
wise cancel except through an attempted breach of contract. The holder
of a proxy has no control over the stock itself, while the voting trustees
have the possession of the stock as well as the legal title to it. The proxy
cr:c'tte-; a relation of a temporary character under a restrictive statutory
authority; the voting trust is created without the need of statutory license
and confers not a revocable authority upon an agent but a qualified title:
upon a transferee of property. ‘

The legislative sanctioning of voting trusts arose nine years after the stat-
ute 1)!‘0]1ihitln;: officers of banks from acting as proxies. This clearly indi-
cates that the Legislature appreciated the difference and was providing
therefor. The distinetion between proxies and the power given to trustees
by voting trusts is well stated in Boyer vs. Nesbit, 227 Pa., 398, where it
was said:

“In answer it may be said that no question of the right to vote by proxy
ariS(I:f: i?‘n:hvggr&!lsc. nyn seems perfectly clear that the proviso referred to has:
reference to formal proxies given by a stockholder authorizing the person
designated therein to vote his stock at a meeting or an election. No proxy
of any kind was given in the case at bar and therefore the 60-day limitation
has no application. In the present case the persons in whose name the-
stock stands on the books of the company vote the same as they h:}'\'e the
prima facie right to do under the express provisions of our statutes.

It is also contended that after the enactment of the amendment to the
banking law prohibiting voting trusts no one could lawfully join or en_ter
an existing voting trust. The banking law merely prohibits the making,
of voting trust agreements in the future. It has nothing whatever to do
with individual action in relation to existing agreements or with the accrued
rights of any one connected With a bank under and by virtue of such pre-
existing voting trusts. Their rights were fixed before the amendment was
passed and may not be limited or curtailed thereby. ;

It was stated by the court at special term that respondents or their repre-
sentatives have a right to buy stock if they see fit, and to acquire control
of the bank. It may not be amiss to say that those who own the stock of
the bank have a right of self-protection against any such threatened in-
vasion. 'The right of self-protection would seem to be entitled to at least
as much consideration from the court in its exercise of equitable jurisdiction
as the rights of people who may be endeavoring to speculate or gamble imr
the bank’s stock. It cannot be said now that the equities are not with
the appellants.

The orders should be reversed, with $10 costs and disbursements, and the
injunctions denied, with $10 costs.

All concur.

The attorneys of the Bank of America are Rushmore,
Bisbee & Stern, 61 Broadway. Henry Root Stern of that
firm, commenting on the opinion, said:

The unanimous decision of the Appellate Division will be gratifying not
only to the defendants in this particular case, but to all who believe that

voting trust agreements entered into for legitimate purposes are economic-
ally desirable.

Vice-Governor Platt, of Federal Reserve Board, Dis~
cusses Strong Stabilization Bill and Hull Branch
Bank Amendments—Brokers’ Loans.

The recent hearings on the Strong bill for the stabiliza-
tion of prices through the Federal Reserve banks, and the
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Hull branch bank amendments carried in the McFadden bill
as it passed the House, were discussed by Hdmund Platt,
Vice-Governor of the Federal Reserve Board, in an address
before the New England Bankers Association at New Lon-
don, Conn., on June 19. Mr. Platt also referred to the de-
cision early this year to publish figures of brokers’ loans,
and in his reference thereto said that “the publication of
these loans to brokers was well received, though the size of
the fund was evidently a surprise to many people.” Coupled
with his remarks regarding brokers’ loans was a reference
to the raising of Federal Reserve rates in Boston and other
districts in November, Mr. Platt making the comment that
“the directors of the Federal Reserve Bank voted that in-
crease of one-half per cent in September, and it might have
been better if it had been approved and put into effect then.
There was more or less criticism of the delay in the increase
in some of these rates, but that criticism, if valid at all,
does not hold against the Federal Reserve Bank of Boston.”
Mr. Platt described the hearings on the Strong bill as
“rather the most interesting thing that has taken place in
Washington during the past session of Congress, much more
interesting in fact than the hearings and debates on the
McFadden bill and on the branch banking controversy.”
“I may say in passing,” said Vice-Governor Platt, “that the
questions asked of Governor Strong and other representa-
tives of the Federal Reserve Bank of New York amounted
almost to a searching investigation not only of its opera-
tions but of its expenses in every direction, and Governor
Strong submitted charts showing the organization of the
.bank and the functioning of every department, together
with much of the detail of its expenses.” , In part he also
said:

Besides Governor Norris and Governor Strong, Mr. Adolph C. Miller,
member of the Federal Reserve Board, has testified at considerable length
before the House Committee with relation to the Strong bill and has ex-
plained by means of charts and otherwise the technique built up by the
Federal Reserve Board to enable it to form some judgment with relation
to credit and business conditions, and the desirability from time to time of
changes in policy whether in rates or in open matters. The open market
operations of the Federal Reserve Board were first explained in some de-
tail in the Board’s annual report of 1923, a report which attracted an
annual amount of attention from economists and financial writers. Some
of them jumped to the conclusion that open market operations were of far
more importance than discount rates and that here lay the secret of the
Board’s success in maintaining, as some of them believed, a fairly stable
price level. I think it may be said, nevertheless, that the open market
policy of the Board was not instituted with any idea of promoting a stable
price level, though price indexes are, of course, among the evidences of
business conditions consulted. . . .

That the open market operations of the Federal Reserve banks have had
some effect in the direction of steadying the general price level is probably
true, but to infer from this that interest rates can be so manipulated

through open market operations as to promote continuously a stable price
level is an inference which seems to me unwarranted.

Tuining to the subject of the McFadden bill, Mr. Platt
said: “I do not know how largely New Ingland bankers
were interested in support of these Hull amendments, but
it seemed to me that they were utterly illogical and prob-
ably would not have done anything towards accomplishing
wliat their proponents professed to expect. He added :

The Hull amendments, as you remember, provided that if States where
branch banking is not now permitted should change their laws so as to
permit State banks to have branches, national banks should not be given the
same privilege. The theory was that national banks and State banks would
not then have an inducement to go to the State Legislatures and ask for
a change in State laws. This theory ignores entirely the fact that the
present branch banking situation has been brought about by State laws
passed at the instance of State banks without any co-operation from na-
tional banks. It would certainly appear that one of the chief motives of
the present State laws in States which favor branch banking was to give
State banks a certain advantage over national banks.

Mr. Platt referred to branch banking as “a country bank
proposition rather than a city bank proposition,” and said,
“T consider it a proposition for the agricultural West rather
than for the industrial East.” His remarks included a ref-
erence to “the tremendous number of bank failures in this
country during the past few years, the Federal Reserve
Board showing that the great majority of those failures
were in the section between the Mississippi River and the
Pacific slope.” He pointed out that thousands of Western
banks have a capital of less than $25,000 and said “the con-
clusion is inevitable, it seems to me, that they are too small
to afford good management and operate in too narrow a
territory. . . . I see no reason at all why they should
not be consolidated into little systems of some size, with
the smaller places served by branches.” Mr. Platt’'s address
in full follows:

Since the decision to publish the so-called ‘‘Street loans,” or brokers’
loans made in New York as a part of the regular weekly statement of con-
dition of reporting member banks there has not been very much in the
functioning of the Federal Reserve System to attract attention. Apart
from the revamping of the criticisms of 1920-21 in the Iowa primary cam-
paign, the System has been generally free from political attack, and I
think may almost be said to be in more danger to-day from the extrava-

Y TR TITSS
gant encomiums of its friends than from attacks of its enemies, The char-
ters of the Federal Reserve banks have been extended 50 years by the
McFadden banking bill, almost without opposition—in fact, without any
expressed opposition at all in the Senate, which was rather surprising.

; The decision to publish brokers’ loans was the result of mature con-
sideration, and had been discussed informally in the Federal Reserve Board
and in the Federal Reserve Bank of New York for more than a year. The
New York Reserve Bank had been receiving reports from a group of the
lgading banks of the city showing their loans to brokers on demand and on
tm}e, both for their own account and for the account of correspondents.
This gave some indication of the amount of credit absorbed by the stock
market,A and it appeared that most of the banks furnishing these reports
were willing to have the totals made public. The Governors of the Stock
Exchange, when consulted, were also favorable to publication, and, as you
know, decided to obtain the figures from the borrowing brokers and pub-
lish them, so that the public would have the information as coming both
from the chief lenders and from the borrowers who are members of the
Exchange,

The publicatien of these loans to brokers was well received, though the
size of the fund was evidently a surprise to many people. It isn’t the
business of the Federal Reserve System to regulate the market for securi-
ties, but it is a part of its business to know how and where credit is being
used. During the latter part of last year the Federal Reserve Board and
the directors of many of the Federal Reserve banks looked with some appre-
hension upon the gathering force of speculation in securities and in real
estate. Rates were raised in four of the Reserve districts, as you know,
beginning with this district, the Boston district, one-half of one per cent,
followed by an increase in the New York district soon after the 1st of
January. The Boston increase in November was hailed as a turning point
by some of the speculators in the stock market, and though insignificant in
itself, was used as a signal for a sharp break in the price of securities.
I may say here in New England that the directors of the Boston Federal
Reserve Bank voted that increase of %% in September and it might
have been better if it had been approved and put into effect then. There
was more or less criticism of the delay in the increase of some of these
rates, but that criticism, if valid at ail, does not hold against the Federal
Reserve Bank of Boston.

It appeared that Federal Reserve funds were indirectly used in the call
loan market and the spread between call loan rates and Federal Reesrve
rates at 8% % was clearly, in my opinion, too great. The slight increases
of rates, however, did not prevent the prices of securities from recovering
rapidly and from reaching new high levels early in the year only to be
followed some two months later by a severe period of readjustment. Just
how much Federal Reserve policies have had to do with all this it is dif.fi-
cult to say, though it has given the financial writers ample opportunity
for expressing their opinions and has doubtless stimulated study of the
statements of the Reserve banks published from week to week. Mo

It seems now to be the consensus of opinion that the break in securities
in March did not foreshadow any very serious decline in the business of
the country which has maintained itself at a rather surprisingly high level
ever since, while the outstanding volume of Federal Reserve credit has been
continuously higher than at the same periods a year ago, and was on June
10 about $64,000,000 more than at the same time last year.

The Federal Reserve Board and the Federal Reserve System have been
criticised for many things and have been praised for many things, and I
sometimes think that the praise received is likely to do it quite as much
harm as the adverse criticism. Foreign economists have credited the Fed-
eral Reserve Board with accomplishments little short of miraculous. They
have credited us with preventing the great gold importations from pro-
ducing another inflation of prices and declared that we practically control
the destinies of the world in the matter of prices as well as credit.

I do not know how much the rank and file of bankers who are members
of such an organization as the New England Bankers Association may have
read about the hearings on the bill introduced by Representative Strong
of Kansas directing the Federal Reserve banks and Board to use all th.eil‘
powers to promote a stable price level, but from a Federal Reserve point
of view these hearings have been rather the most interesting thing that has
taken place in Washington during the past session of Congress, much more
interesting, in fact, than the hearings and debates on the McFadden bill
and on the branch banking controversy. » ?

The idea of a stable price level is a captivating one which has been Blyen
widespread Interest by the Stable Money Association at tl}e head of which
is Professor Irving Fisher of Yale University. It was in fact Professor
Fisher and Mr. Lombard of this association who seized upon the SUZOTIS‘ bl‘u
as a means of spreading their ideas and gave the hearings a ftﬂmlmf,’. So
far as I know, none of these hearings, although they started in March and
proceeded through April and for a week or two in M.ny, .hn\'e yet been
printed, but the testimony has been so voluminous th‘at it will probably be
a good while before all of it can be revised and 1"1lhhfh‘—’d' )

In the course of their testimony expounding their theories, .Profc\ssor
Fisher and other economists who hold substantially the same views, de-
clared that the Strong bill merely gave to the Federal Reserve Board and
banks the direction to continue doing what they had already been ‘(]0"1&
These economists declared that the Federal Reserve Hy.stem was and is pro-
moting a stable price level as shown by the comparative stability of prices
since 1922, and they cited charts and statements from the reports of the
Federal Reserve Board and from the Federal Reserve “Bulletins” in support
of this belief. They called upon the operating officials of the Federal
Reserve banks, notably Mr. Benjamin Strong, Governor of the Federal
Reserve Bank of New York, and Mr. Norris of the Federal Reserve Bank
of Philadelphia. Governor Strong was kept before the committee day
after day for something like two weeks and the committee tc_mk occasion
to question him not only as to the operations of a bank that might perhaps
have had an effect upon the price level, but as to every dﬁt.‘“l of O_DCTﬂtlon-
The committee wanted to know not only all the considerations which move
the directors in advancing or lowering discount rates, and the Dl“.‘ChﬂSG of
Government securities or acceptances through open market operations, but
they wanted to know how acceptances are drawn, just how they finance
the movement of goods in import and export and in domestlp transactions,
how they get into the hands of dealers and how they come into possession
of Federal Reserve banks. : .

Governor Strong was flanked by Deputy Governor Harrison, Mr. Burgess
and some of the other officials of the Federal Reserve Bank of New York
and went very patiently into details of all these 0p9fﬂt10n9. %Ie explained
fully how the acceptance market was built up, stating that it had to be
built up from the bottom and showing that it was necessary to have dealers
in the financial centres carrying portfolios of bills to be distributed to
wmember banks or corporations having surplus funds to invest. Such deal-
ers or brokers have for many years existed in London and in fact the Bank
of England almost invariably deals with them and not directly with the
Joint Stock banks which carry their reserves in the central bank.

The Federal Reserve Act provides for member banks carrying reserves in
the Federal Reserve banks and provides that member banks only may re-
discount their paper with Federal Reserve banks, but it also gives Federal

igitized for FRASER
tp://fraser.stlouisfed.org/




Jury 10 1926.]

THE CHRONICLE

159

Reserve banks the authority to make contracts and authorizes the purchase
of Government securities, drafts and bills of exchange in the open market.
Under this authority the Federal Reserve Bank of New York and occa-
sionally other Federal Reserve banks take short-term Government securities
and acceptances from dealers on repurchase agreements at times when
money rates make it impossible for the dealers to carry their portfolios
on call money without serious loss. Governor Strong and others who have
studied the bill market carefully consider this service absolutely essential
to the continued operations of the dealers and the dealers themselves are,
of course, essential to the building up in this country of an acceptance or
bill market. Some of the members of the House Banking and Currency
Committee questioned the legality of these operations but appeared to be
satisfied as the hearings progressed that they are not only essential but
legal. It would seem that it could not have been the intention of Congress
to prohibit operations with the dealers in bills of exchange and acceptances
which are the very backbone of such central bank operations as have been
carried on by the Bank of England for generations.

I may say n passing that the questions asked of Governor Strong and
other representatives of the Federal Reserve Bank of New York amounted
almost to a searching investigation not only of its operations but of its
expenses in every direction, and Governor Strong submitted charts show-
ing the organization of the Bank and the functioning of every department,
together with much of the detail of its expenses. When these things are,
published they may be of interest to some of you. Those of us who have
watched its operations from week to week, from month to month, and from
year to year are satisfied that the Federal Reserve Bank of New York as
well as the Federal Reserve Bank of Boston and the other banks in the
System are well organized and officered by men of high type, who conduct
tln;;n with an eye single to the publiec welfare. 3

esides Governor Norris and Governor Stron. , Mr. Ado i
member of the Federal Reserve Board, has testifgied at cons}(‘i):ral?fe tllil;t‘;;
bfore the House Committee with relation to the Strong bill and has ex-
plained by means of charts and otherwise the technique built up by the
Federal Reserve Board to enable it to form some judgment with relation to
credit and business conditions, and the desirability from time to time of
changes in policy, whether in rates or in open market matters. The open
market operations of the Federal Reserve Board were first explained in
some detail in the Board’s annual report of 1923, a report which attracted
an unusual amount of attention from economists and financial writers.
Some of them jumped to the conclusion that open market operations werc;
of far more importance than discount rates and that here lay the secret of
the Board’s success in maintaining, as some of them believed, a fairly
stable price level. I think it may be said, nevertheless, that,tile opeix
market policy of the Board was not instituted with any idea of promotin
a stable price level, though price indexes are, of course, among the evg
dences of business conditions consulted.

Federal Reserve banks on their own initiative

in 1921 and 1922 t
purchase short-term Government se b e

curities with the i intaini
their earning assets at a time when their rediscounts \vg:: ri;i:;;:llglﬂx:r’:;sg
off. The Federal Reserve Board at first contented itself by pofntin o\é
to them that by purchasing these short-term Governments in considegr bl
amounts they were not really adding to their earning assets but were meiele
transferring them from rediscount to investments as they were r1ctuz111y
furnishing the money to the market with which the rediscounts \ve‘re J ;
off. The total volume of these Government securities held by ithe ].:‘edI m]
Reserve banks approached $600,000,000 in the summer of 1922 andenilt
seemed time to call a halt, as the Reserve banks were absorbiné so large
a volume of these securities as-to give them an artificial markét Tie
fund was then gradually liquidated in large measure and in April 1!3"‘3 a;
Open Market Committee was formed under supervision of the F;;l I;
Rf‘serve Board with the statement that its operations were to be overercnd
with primary regard ‘““to the accommodation of commerce and ghusin
and to the effect of such purchases in the general credit situation.’ did
In general I think it may be said that this expressed purpose 'has been
well carried out. Several meetings of the Open Market Commitiee are hf:d
every year and with particular regard to the effect of purchase and sales
of securities in connection with the Quarterly Treasury operations illaf
come at the time income taxes are paid. At these peril)ds th(,: operation
of the Open Market Committee have certainly served to preventpextr‘mE
fluctuations of money rates in the leading financial markets. How tthi(:
is done was well explained in the Federal Reserve “Bu]letiﬁ” for A rii
last with reference to the March 15 Treasury operations, On that date ‘;.he
Treasury was called upon to pay out over $700,000,000 for the rede‘mption
of maturing security issues and for interest on the public debt and durin
the following week it purchased over $100,000,000 of Third L,ibertv bond;’r
for account of the sinking fund. At the same time the Treasury 'reeeives
more than $400,000,000 in income taxes and about $500,000,000 in the
proceeds of the new refunding issue of United States bonds X
Doubtless many of you remembr the extreme fluctuations .in call m
rates that used to take place around these tax Payment dates, ’fhe Ton(l'V
ury would dishurse a large amount of money on the 15th of ltile montk rL;aS;
the checks in payment of income taxes could not all be collected pr . ;lll
on that date and consequently money rates for a few days \\'oulg ({)mp .V
tremely easy, followed by a gradual tightening up, Tl'lé Treaqur'e lex.
obtained its funds for payments on the 15th of each month in ﬁrt"f ot
overdrafts at the Federal Reserve banks covered by the sale toli) Fl“OY]“
eral Reserve banks of special certificates of indebtedness In N "e Ye(.
on the 15th of last March it amounted to $190,000,000 {\'itll $i9e‘0‘00 (?(:0
additional to the Federal Reserve Bank of Chicago. These cer’trif'tt S
were cut down each day following as the proceeds from int;ome ta = e'b
ments were brought in and the last portion was taken up by the T: En":
on March 19. Treasury outlays exceeded receipts for a day or so b (‘ﬂiur}t
$130,000,000, ana to offset this in part the New York Reserve Byﬂakmu
March 13 and 15 sold Government securities under ropurch:\xe '1 ;n otn
to the banks of the city, thus preventing any violent ﬂuctua.tions‘ F‘;:‘)(‘emoe:es
rates. ] :
Undoubtedly this is a valuable service, a
rates are always misunderstood by some people and 1
make commitments which they otherwise \\'ouhlp not makc‘.ayT?lni:st ztlh:irﬂl t]g
case of the use of open market facilities in steadying short-time interlést
rates. Something can be done and has been done along the same line over
longer periods, but it is easy to exaggerate the effects of such operations
and it is not easy always to bring into the picture other contributing fac-
tors which those who are watching the thing from day to day cannot in
fact always see until afterwards. That the open market operatim;e of the
Federal Reserve banks have had some effect in the direction of s\teadvin
the general price level is probably true, but to infer from this that intéres%
rates can be so manipulated through the open market operations as to
promote continuously a stable price level is an inference which seems to
me unwarranted.
The theory itself upon which the proposal for Federal Reserve action to
stabilize prices is based is not by any means universally accepted, and
among the economists who were called before the Banking and Cur’rency
Committee Professor O. M. W. Sprague of Harvard and Dr, Walter W.

s such fluctuations in the money

Stewart, who for several years was Chief of the Division of Analysis and
Research of the Federal Reserve Board, called it seriously into question.
Professor Sprague, I suppose, will be generally admitted to be the leading
authority on the economics of banking in the United States. He said in
his testimony before the committee: ‘I am very certain in my own mind
that it is not possible to handle the ordinary oscillations of prices effec-
tively by means of Reserve bank operations.” He stated that he thought
a marked inflation developing into a seller’s market could be checked in
some measure by Federal Reserve operations, but he did not believe that
moderate variations in price “such as we find at the present time” could
be directly attacked by Federal Reserve policies to any advantage. Citing
the fact that there had been a decline in the general price level of about
7 points in the last few months he asked how anyone could tell what would
be the effect of injecting arbitrarily additional credit into the situation.
Open market operations, he stated, would merely put additional money into
the New York market and there was no good reason for supposing,-for
instance, that this would have the effect of advancing the prices of the
commodities that are lowest. It would be more likely, if it had any effect
upon prices, to advance the prices of the commodities that had at the time
the strongest tone in the market. ‘No central bank,” said he, “so far as
I know, has ever assumed the responsibility for the stabilization of prices.”

Both Professor Sprague and Dr. Stewart attacked the statements of
Professor Fisher and other economists who had declared the comparative
stability of the price level from 1922 to the present time was due to the
policies of the Federal Reserve System. Professor Sprague said: ‘I do not
believe that that degree of stability is to be in the main attributed to the
management of the Federal Reserve banks. I consider it primarily due to
the attitude of the business community which continued to recall the losses
which it had experienced in 1920-21. The business community has been
in the state of mind ready to take in sail at very short notice indeed.”
He disagreed strongly with the opinion which had been expressed to the
effect that the upward movement of prices which culminated in the spring
of 1923 was checked primarily by Federal Reserve policies and declared
that agricultural prices were at that time out of line with industrial prices
and stated that he knew “‘of no instance of a decided inflationary condition
developing which did not start with a fairly sound situation as regards
prices between agriculture and industry, and a fairly complete liquidation
in agricultural regions of the wreckage from the previous period of infla-
tion.”

Dr. Stewart referred in more detail to the situation in the spring of
1923. Prominent economists at a meeting in Chicago toward the closing
of the year 1923 had declared that there would be an increase in prices
during 1923 amounting to something like 25%. When this predicted in-
crease did not take place they declared it was due to the action of the
Federal Reserve Bank of New York in increasing its discount rate and in
reducing open market holdings. Dr. Stewart declared that ‘‘with Europe
oue of the picture in 1923 so far as being an active purchaser of goods in
this market was concerned, the foreign buying power being at a very low
level, we did not have a business situation which could have given rise to
any marked inflation, no matter how abundant the volume of credit was,”
and he expressed the opinion that the turn of commodity prices in 1923 was
not due to a change in credit conditions, but to the fact that the level of
output in industry ‘“had been carried to a point where it was not possible
to sell at the prevailing level of prices,” and he called attention to the
fact that after prices had begun to recede the volume of credit continued
to increase. Dr. Stewart showed that for the periods of which he had
made particular study an increase in the volume of credit did not precede
price increases. The order was, first, production, then prices, then credit.
When prices were advancing and when prices were declining in 1924 the
order was the same. Increased credit frequently is granted to take care
of inflated inventories which result from declining prices. This would
seem to a layman to be a reversal of the procedure indicated by the theory
that prices are always stimulated by increase of credit.

Now, to turn to another subject. Just before I left Washington word
came that the conferees had agreed on the McFadden bill, and it seemed
likely to pass :n substantially the form in whiich it was passed in the Sen-
ate, i. e., with the so-called Hull amendments eliminated. I do not know
how largely New England bankers were interested in support of these Hull
amendments,” but it seemed to me that they were utterly illogical and prob-
ably would not have done anything towards accomplishing what their
pro})oncms professed to expect. It is a little hard to understand, anyway,
why the storm centre of opposition to any kind of branch banking should
be centred in the city of Chicago. New York and Boston and Philadelphia
and Baltimore and Buffalo and Cleveland and Detroit and New Orleans and
Atlanta all have a certain amount of branch banking. In most of these
cities it is confined to city limits, though in Cleveland it extends to imme-
diately contiguous territory. This branch banking is wholly the result of
State laws, and if Illinois does not want branch banking it is the glorious
privilege of her bankers to prevent it through the Illinois Legislature.
There would appear to be no good reason why they should seek to control
the matter through Federal legislation, or why they should seek to influ-
ence State legislation by Federal legislation. The Hull amendments, as
you remember, provided that if States where branch banking is not now
permitted should change their laws so as to permit State banks to have
branches, national banks should not be given the same privilege. The
thoery was that national banks and State banks would not then have an
inducement to go to the State Legislatures and ask for a change in State
laws. This theory ignores entirely the fact that the present branch bank-
ing situation has been brought about by State laws passed at the instance
of State banks without any co-operation from national banks. It would
certainly appear that one of the chief motives of the present State laws in
States which do not at present permit branch banking. Inasmuch as State
vantage over national banks. The branch banking features of the McFadden
bill were drawn to correct this situation, but they would repeat it in the
States which do not at present permit branch banking. Inasmuch as State
banks outnumber national banks considerably more than 2 to 1 it would
appear that with the ‘Hull amendments in force the inducement to obtain
an advantage in the matter of branches over national banks in these States
would be very strong. What standing would national banks have before
State Legislatures in opposition to bills granting privileges fo State banks?
They would be told, I should think, to obtain their relief from Washing-
ton. The advantages State banks could obtain are obvious. If Mistouri,
for example, should change its laws in favor of branch banking while Con-
gress was not in session State banks desiring to establish branches could
obtain all the best sites in St. Louis before Congress so much as had a
chance to act for the national banks.

Some of the bankers who advocate the Hull amendments seem to have
no idea what they are, judging from the letters they write to members of
Congress. Senator Carter Glass paid his respects to this class of letter
writers in no uncertain terms in his recent address to the stockholders of
the Federal Reserve Bank of Richmond. He declared that the man who
drew the Hull amendments, “a little stock yards banker out in Illinois,”
was asked by the Senate Committee to justify the proposition, but “never
came within a thousand miles of justifying it.”” “I have failed to find an

itized for FRASER
b://fraser.stlouisfed.org/




160

THE CHRONICLE

[Vor. 123.

American banker who says it is a sound proposition,” said Senator Glass,
and he added emphatically that the Senate will not accept the bill contain-
ing it. Now, Senator Glass knows what he is talking about, and unless
the Hull amendments go out the bill will fail of passage. It comes up
again in the House next Tuesday, I understand.

As I have said on several occasions, I consider branch banking a country
bank proposition rather than a city bank proposition, and I consider it a
proposition for the agricultural West rather than for the industrial East.
Unit banking works very well in the East. We have none of the very
small banks that are so numerous in the West, and even our smallest banks
are nearly all situated in territory where they have more funds at their
disposal than they can loan at home, and where they are not under any
serious temptation to loan an undue proportion of their funds to one in-
dustry, We have had a tremendous number of bank failures in this coun-
try during the past few years, so many as to constitute, it seems to me, a
disgrace to a great nation so strong as we are in financial matters. In
1924 there were 777 failures, in 1925 there were 612, and in this year
down to the 1st of June there were 183. A study of the bank failures of
1924 and 1925 made by the Federal Reserve Board shows that the great
majority of those failures were in the section between the Mississippi
River and the Pacific Slope, a section which in my opinion, for the pur-
pose of serving an agricultural community adequately and safely, has the
worst banking system in the world. Forty per cent of all the bank fail-
ures during the past two years were in places of less than 500 population,
and over 61% were in places of less than 1,000 population, while
only 209% of the total failures occurred in towns that are defined by
the Census Bureau as urban communities, i. e., places of 2,500 population
or over. 63.4% of all bank suspensions during the past two years were
banks with a capital of $25,000 and under, and less than 10% were banks
with a capital of $100,000 and over. The average capital of suspended
banks was $38,243 and their average deposits $281,182. Thousands of
Western banks have a capital of less than $25,000. The conclusion is
inevitable, it seems to me, that they are too small to afford good man-
agement, and operate in too narrow a territory. The resources of very
many of them are too small to take care of their home demands in peak
‘seasons and they frequently have to borrow heavily. I can see no reason at
all why they should not be consolidated into little systems of some size
with the smaller places served by branches. It is not at all necessary to
build up big systems, and if big systems are feared it might be a good
plan to prohibit banks in Reserve cities from having branches outside
their limits, or it might even be provided that no cities of more than 25,000
or 50,000 inhabitants should be allowed to have branches outside. As
outside branch banking has so far developed in this country most of it
proceeds from cities of less than 10,000 inhabitants and the banks scarcely
average two branches to a bank. Such little systems are very common in
the South and appear to have done something to strengthen the banking
situation.

The McFadden bill discriminates against these little country branch
banking institutions, most of which are not members of the Federal Re-
serve System. Their branches are, as a rule, all outside of so-called city
limits for the very good reason that they are not in cities and have nothing
to do with cities. The largest of them, in number of branches, is the East-
ern Shore Trust Co. of Cambridge, Md. I wonder if any of you ever heard
of this Cambridge. Another, almost as large, has its headquarters at
Decatur, Ala., and another at Grenada, Miss. The McFadden bill, as it
passed the House, would have barred these little country branch banking
institutions from the Federal Reserve System. In the Senate form it will
admit them with their present branches. They take on new branches only
occasionally, but they seem to value the branch banking privilege, and now
and then they prevent bank failures by consolidations that could not be
made without the branch banking privilege. There appears to be no rea-
son whatever for refusing them admission to the Reserve System with the
privileges given them under State laws, and my belief is that they will in
time demand the removal of the discrimination against them. The McFad-
den bill does not settle the branch banking controversy. It can only be
settled by giving to national banks the same privileges with respect to
branches that are given to State banks, thus leaving the matter of branches
wholly to the States.

McFadden Branch Banking Bill Fails of Enactment—
Conferees Unable to Reach Agreement—
Statement by Senator Glass.

The McFadden Branch Banking bill is oneof the measures
before Congress which failed of enactment at the session
which adjourned on Saturday, July 3. The bill was still in
the hands of the conferees, and its failure to pass is ascribed
by Senator Carter Glass (Democrat, of Virginia, one of the
Senate conferees), to the insistence of the House conferees
on the retention of the Hull amendments. _As was made
known in these columns June 26 (page 3548), the conference
report on the bill was presented to the House on J une 22 by
Representative MecFadden, but was returned to _conference
on June 24 when a vote on the compromise legislation was
taken: at that time the House rejected the compromise
branch banking provisions suggested by the conferees, and
insisted on the incorporation of the Hull amendments which
had been carred in the bill as it passed the House on Feb. 4,
but were eliminated in the bill passed by the Senate on
May 13. The “Wall Street News,”’ in indicating that efforts
to place the bill on the statute books will be renewed at the
December session, had the following to say in Washington
advices, July 6:

Although Congress adjourned without enacting the McFadden branch
banking bill, the legislation is far from being ‘‘dead,” it Was explained here
to-day. The only reason for its failure within the past few weeks was
inability of Senate and House conferees to agree on the Hull amendments
Jimiting branch banking by national banks in the States now permitting
State banks to engage in the practice. Chairman McFadden of the House
Banking and Currency Committee, Will try to bring up the bill early in the
short session beginning in December, he said to-day. Since the measure
will not have to be reenacted ahd the fact that there were less than ten
words of the bill unagreed on, the Chairman is confident it will become a
Jaw in the next session. {

Tn its account of what Senator Glass had to say regarding

the failure of the bill, the New York “Journal of Commerce’’

printed the following from its Washington correspondent on
July 6:

The McFadden National Bank bill failed of passage before adjournment
because of the attitude of certain of the House conferees in standing for the
so-called Hull amendments or nothing, according to Senator Carter Glass
in a statement issued to-day. The Virginia Senator, who was one of the
conferees on the bill, tried for nearly half an hour on Saturday to interrupt
Senator Cameron of Arizona, who, he said, was talking against time and
refused to permit interruptions so that he might insert in the record a
statement on the banking bill situation.

These “Hull amendments,” according to Senator Glass, *“would grant
branch banking privileges to national banks in 22 States and deny like
privileges to national banks in 26 other States, and would permit State
banks in 22 States to remain or become members of the Federal Reserve
system, but in 26 other States would apply a different rule to State banks
seeking membership in the Reserve system.

Forces Lined Up.

The Hull amendments were opposed by Chairman McFadden of the
House Committee on Banking and Currency, as also by the Secretary of
the Treasury, the Federal Reserve Board, the Federal Reserve Advisory
Council, the present Comptroller of the Currency, Mr. MclIntosh, and the
former Comptroller, Henry Dawes; the Governor of nearly every Federal
Reserve bank, the United States Chamber of Commerce (on referendum
taken), and by many experienced and accomplished bankers. They
have been twice unanimously rejected by the Banking and Currency Com-
mittee ;)f the Senate, and were beaten in the Senate by the decisive vote of
60 to 17.

The Senate conferees, according to Senator Glass, were never divided in
opinion or in their action on the Hull amendments or on any provision of the
bill as it was submitted to conference. They were a unit on every point
vielded by the Senate conferees, and on every point of insistence, whereas
the House conferees were never apparently united on any question until
the very last, when they submitted a modified Hull amendment proposition
which the Senate conferces rezarded as worse in effect than the original
Hull amendments.

Glass Makes Last Effort.

On Friday last the final conference was had, at which Senator Glass repre-
sented his two Senatorial colleagues, who had left the city. A proposition
for an agreement was made by House conferees, to which Senator Glass,
for himself and absent colleagues, promptly assented, and it looked as if a
unanimous report could be made.

As there had been repeated misunderstandings as to what from time to
time had been proposed by the House conferees, Senator Glass reduced to
writing his understanding of the last proposal made and accepted. In a
letter to Chairman McFadden of the House Banking and Currency Com-
mittee, Senator Glass briefly outlined his understanding of the proposal
and added: “Of course it is understood that the alternative proposal of the
Senate conferees to strike from the bill all of its branch bank features and
to favorably report all of the other provisions of the bill as agreed on in the
copy marked up as of June 28, still stands. This would enable us to get
most useful legislation for the banks and merely postpone to another time
the controverted problem of branch banking. I sincerely hope we may em-
ploy one or the other of these expedients to get satisfactory legislation."

Chairman McFadden assured Senator Glass that this exactly expressed
what he also understood to be the proposal. But half an hour thereafter
Chairman McFadden went to the Senate Chamber and informed Mr. Glass
that the House conferee who made the proposal no longer agreed, and thus
the conference ended.

Move to Save a Part.

The Senate conferees, in order to save the extremely important features
of the bill after having fa.ed to induce the House conferees to eliminate the
Hull amendments, urged that all branch banking features of the bill be dis-
carded and the question of branch banking be postponed until the next
session of Congress, to be fought out on its own merits. The House con-
ferees declined to do this, alleging a parliamentary difficulty in the way.

The Senate conferees had what they considered authoritative assurances
that, if such parliamentary difficulty really existed, the Rules Committee
of the House would present a rule to make the conference report in order.
Fortified by this assurance, the point blank question was asked if the House
conferees would agree to eliminate the branch bank features of the bill and
report an agreement on the vastly important provisions not in controversy,
provided they could get such arule. To this inquiry there was a point blank
“no,” and thus for the reasons stated, banking legislation at the session just
closed failed. The bank bill will still be in conference when Congress re-
convenes next December.

In a Washington dispatch, June 27, referring to the

points at issue, the “Journal of Commerce’ stated:

The Hull amendments are those provisions which would forever prohibit
national anks in the existing non-branch banking States from engaging in
branch banking, even though by subsequent legislation the State banks
therein located were given that privilege.

The so-called McFadden compromise would have limited branch banking
in all States permitting it, either at present or in the future, to cities having
a population of 100,000 or more, the maximum number of branches of any
one bank to be five, and then only in cities with a population of 1,000,000
or more.

The branch banking provisions adopted by the House are to be found in a
number of places in the bill. The Senate moved to consolidate the features
and in so doing struck out the Hull amendments, leaving the way clear
automatically for the national banks in the anti-branch banking States to
engage in branch banking should the legislatures of those States enac$
permissive legislation on behalf of their own State banks.

1t is indicated that the Senate conferees are determined that the House
shall agree to the elimination of the Hull amendments. While as long as
the session of Congress lasts there is a possibility of enacting this legisla=
tion, the thought was to-day expressed at the Capitol that tomorrow's
meeting of the conferees will be a showdown. The Senate conferees are not
bound by instructions as are their House colleagues. They can, and grace-
fully, yield to the demands of the House if they are so inclined.

Ill-Feeling Engendered.

The various incidents that have marked the movement of this legislation
through Congress are responsible for no little ill-feeling in the House. There
always has been what might be termed congressional jealousy exhibited by
the House because of the attitude assumed by the Senate towards general
legislation. Of late the House has been more inclined to stand up for what
it calls its rights. It is against the rules for its members to criticise the
members of the Senate, but that applies only to open debate on the floor
and not to cloakroom discussions. There the talk is very general.

It was sald yesterday that the House would be willing to accept a provision
extending for fifty years the charters of the Federal Reserve banks from the
date of the expiration of the existing charters. There is, however, no little
dislike of so long a period as half of a century, several members belleving that
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a twenty-year term should suffice. It would seem that charters for an
indefinite term of years, as originally proposed by the Senate, is out of the
running altogether.

There are said to be other features that were written into the bill by the
Senate that are not altogether desirable from the standpoint of the House,
but that body would be inclined to be very liberal with respect to these if it
can have its own way with respect to the Hull amendments. But from its
stand as to the Hull amendments the House will not recede, and there the
matter stands. It is thus clear that either the Senate will back down or
the legislation is dead.

From the June 25 advices to the same paper we quote in
part as follows:

There is decided disinclination among those who have been opposing the
adoption of the conference report to assume responsibility for killing the
legislation as a whole, and there is shown a willingness on the part of all
concerned to endeavor to whip some legislation into shape to meet the
varying views of the different interests. When the conference report again
Is presented to the House, if a new agreement is entered into, it will be
shorn of a number of features.

Some ‘“Dead” Clauses.

It has been determined that the provisions dealing with “‘contiguous
territory” must go out of the bill. It is known that Chairman McFadden
Wwas never in favor of this feature of the proposals, but was practically
forced to accept it in the nature of a trade, since practically all legislation
is the subject of compromise. The trade was in favor principally of Cleve-
land and Cincinnati, but it was objected to by a number of bankers in
other localities. Opposition on the part of the bankers of Westchester
County, New York, turned away members of the New York Congressional
telegation from their support of the bill, and the views of the Cook County,
Illinois, bankers strengthened the opposition of the Ilinois Congressmen,
while the fact that the Cleveland and Cincinnati national banks were being
taken care of in the agreement meant nothing to Ohio Congressmen from
other parts of the State where bankers might find the agreement to their
disadvantage.

Friends of the Hull amendments have become almost more interested in
getting rid of the ‘“‘contiguous territory’ problem than in the retention of
those amendments.

The *‘consolidation and conversion' features of the bill also are doomed.
Their reten ion would permit of the consolidation of two national banlks
located in any part or parts of any branch banking State, regardless of

the distance between their respective domiciles, and the branches held by
either or both could be brought into the consolidation and the deal would
That would provide for State-wide branch banking with little

be legal.
limitation.

0Old Compromise Off.

The so-called McFadden compromise plan, the substitute for the so-called
Hull amendments, is also out of the picture entirely. It cannot be said that
Mr. McFadden ever liked the Hull amendments, but no more does he like
the compromise to which his name has been given, one of the effects of
which woull have been to prohibit national banks even in branch banking
States having a population of less than 100,000 to avail themselves of the
benefits sought to be accorded to other national banks with respect to the
establishment of branches.

This compromise merely was the vehicle for getting the bill out of confer-
ence and before the House for a vote to determine upon the retention of the
Hull amendments. The proponents of the Senate plan thought (wrongly
as the event showed) that they were strong enough to bring about the
rejection of the amendments.

The so-called King resolution, seeking the creation of a joint committee
of three members each from the Senate and from the House Committee on
Banking and Currency, to make a study of the effect, if any, upon prices
of commodities by the Federal banking laws, ‘went out of the measure last
Tuesday on a point of order. While it is understood that Representative
Edward King of Illinois, sponsor of the resolution, would like to see its
adoption, there is no chance of its being incorporated in the National
Bank bill.

Conferees Hopeful.

Members of the conference committee appear to be still hopeful of
securing legislation at this session of Congress. They decline to comment
upon the matter, however, stating that the sessions of the conferees are
executive.

A study of the situation, however, indicates
on a basis such as the following:

To make the provisions of this bill, so far as the
are concerned, applicable to the twenty-two States which now permit
branch banking by State banks, leaving the application of these provisions
as to the remaining twenty-six States, wherein branch banking even by
State banks is prohibited, outside the pale, their respective cases to be
dealt with, in the event that they change their status and permit State
banks to engage in branch banking, by future Congresses as the occasion
arises. That is looked upon as devoid of many of the features of the
Senate bill to which the Hull group has been so antagonistic. If the
Senators will agree to some such proposal as this legislation dealing with

national banks is assured at this session, otherwise the McR
dead for all time, it is said. e et

N

a possibility of a compromise

branch banking features

Branch Bank Position.

In the twenty-two branch banking States, nation
permitted to establish branches in cities having
more, as originally proposed. There are seven
been cut off from this privilege under the so-call
Extension of branch banking beyond the city
bank is domiciled would be prohibited because o
territory" provision.

The agreement would include the provision renewing the charter of Federal
Reserve banks for a period of fifty years from the date of the expiration
of their present charters. Indeterminate charters seem out of the question
and it is said even that a fixed period of years is all the more desirable, since
otherwise there would be inserted the phrase that the charters shoﬁld be
concluded at the pleasure of Congress and a Congress unfavorable to the
Reserve System might take advantage of that phrase more readily than
would be the case with a fixed term charter and put the bank out of business.

It was stated in June 30 advices to the “New York Com-
mercial”’ that the House conferces had suggested a 40-year

extension of the charters of the Federal Reserve banks

instead of a 50-year extension as in the original conference
agreement.

al banks would be
a population of 25,000 or
States which would have
ed McFadden compromise.
limits in which the parent
I the lack of the “‘contiguous
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Illinois Bankers Association Approved Action of House
in Insisting on Hull Amendments in McFadden
Branch Banking Bill.

The following is from the Chicago “Journal of Commerce’’
of June 28:

In an official announcement, the Illinois Bankers' Association expressed
satisfaction over the rejection by the House of the Senate substitutes in
the McFadden bill and the insistence by the lower body of Congress that
the Hull amendments to the legislation be kept in the measure.

Speaking for the bankers' organization, which has been one of the leaders
in the fight against branch banking, Martin A. Graettinger, Secretary of the
I. B. A., said in a significant statement:

‘It is highly gratifying to us that the House rejected the Senate substi-
tutes and insisted upon the retention of the Hull amendments to the Mc-
Fadden bill.

“‘Attempt was made by innuendo to make it appear that the only oppo-
sition to branch banking came from Illinois; that the opponents injected
the Hull amendments into the bill in order to prevent the national banks
from receiving justified relief from restrictive regulations that put them at a
disadvantage in developing the banking needs of their communities. Fur-
ther, by tacking on the renewal of the Federal Reserve charter, they were
placed in the position of opposing this highly desirable legislation.

“These unfair accusations are easily refuted. The opposition to branch
banking is not by any means confined to Illinois. The bankers of every
State in the Union have gone on record against it, and although permitted
by law or implication in twenty-one States, only 735 out of the 27,701 banks
have taken advantage of the privilege, the rest being strongly opposed
to it in principle as being contrary to sife banking, public policy and sound
economics. Only in five States is there any real agitation for it.

“The McFadden bill or any bill that will aid the national banks will
receive the hearty and unanimous support of the bankers, but the growth
of branch banking must be stopped right where it is now."

Bill Presented in Housé in Anti-Branch Banking
Campaign—Ruling on Teller Window
Licenses Questioned.

Regarding a measure introduced in the House on June 28,
we quote the following from the New York “Journal of

Commerce’”:

Representative Morton D. Hull of Illinois proposes to question the ruling
of former Attorney General Daugherty, upholding the issuance by the
Comptroller of the Currency of licenses permitting the establishment of
tellers’ windows. The Illinois Congressman, looked upon as the arch enemy
of branch banking, to-day introduced a bill calling on Attorney General
Sargent for his opinion in the matter.

The measure sponsored by Mr. Hull requests the Attorney General “to
advise the House whether or not the Comptroller of the Currency is acting
within the authority of law in issuing so-called teller window licenses to
national banks, permitting the banks to which such licenses are issued to
receive deposits and cash checks at places other than the localities of the
main banking offices of such banks."

Referring to a decision of the Supreme Court of the United States in the
case of the First National of St. Louis, Mr. Hull expressed doubt as to the
legal correctness of Mr. Daugherty's decision. He pointed out that it was
in conflict with a decision rendered during the Taft administration by
Attorney General Wickersham. In the St.' Louis case, he added, the
Supreme Court spoke. “‘rather disrespectfully” of the Daugherty decision,
but the St. Louis case affected but one situation and no general decision has

ven by the Court.
beie\xilrfgiflill d}ocs not anticipate being able to obtain action at this session,
but proposes to push the matter through next session in the hope that it
will be shown that the Comptroller is without the authority now attributed
to him in this respect.

Charles S. Hamlin Reappointed as Member of
Federal Reserve Board.

The Senate on July 3 confirmed the nomination of Charles
S. Hamlin, reappointed as a member of the Federal Reserve
Board for a term of ten years from Aug. 10 1926, The nom-
ination was sent to the Senate by President Coolidge on
July 1.

Secretary Mellon Opposed to Bills to Further Reduce
Taxes Through Distribution of Surplus—Bills
Introduced by Senator Copeland and Others.

In indicating his views on the bill of Senator Copeland
of New York (Democrat) proposing a reduction in taxes
based on the anticipated surplus for the fiscal year ending
June 30 1927, Secretary of the Treasury Mellon in a letter
to Senator Smoot, Chairman of the Senate Committee on
Finance, voices his opposition to the bill on the ground that'
it “does not represent a sound approach to our taxation
problems,” Bills of like purpose were introduced by Sen-
ator Copeland and Representative Jacobstein of New York
(Democrat) on June 23. Secretary Mellon says “it would
be fatal to an orderly handling of Government revenue to
base any permanent reduction on one year's figures. Be-
fore again reducing taxes, Congress should consider reve-
nues and expenditures, not for one year, but for several
years.” “By the close of the fiscal year on June 30,” he
observes, “the entire surplus will have gone into debt reduc-
tion and we will have in the general fund about $215,000,000.
. . . 'This $215,000,000, with the receipts for the next two
months, is only sufficient to pay regular Government ex-
penditures into September.” The following is Secretary
Mellon’s letter (made public July 3) setting out his views
on the proposals:
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June 30 1926,

Dear Mr. Chairman: 1 have the request of your committee of June 24
1926 for my comments on S. 4506, “To provide for the refund to taxpayers
of the surplus in the Treasury and to provide for the reduction of admis-
sion, automobile and other taxes in the event of an anticipated surplus dur-
ing the fiscal year 1927.”

The purpose of this bill, as stated in its title, is to distribute “the sur-
plus in the Treasury” by way of a refund to income taxpayers. It appar-
ently contemplates the exisetnce in the Treasury of a cash fund in excess
of the requirements for the current operations of the Government. This
view is a misconception of Treasury “surplus.” The surplus of any fiscal
year is the excess of Governmental receipts over Governmental expenditures
chargeable against such receipts. If there was no national debt the surplus
would pile up in cash and a fund would exist to distribute. The United
States, however, owes to-day over 19% billion dollars. During the present
fiscal year there have been debt maturities in September, December,
March and June. On each of these quarterly maturity dates the Treasury,
taking into consideration (1) the amount of cash in the general fund, (2)
the Government receipts which may be expected in the succeeding quarter,
(3) the amount of cash necessary to pay maturing obligations, and (4) the
probable expenses of the Government through the next quarterly period,
borrows only enough new money to meet the maturing obligations and to
pay the expenses of Government for three months.

If receipts are exceeding expenditures, less of new securities are sold
than the amount of old securities maturing and paid off. The effect is
automatically to apply the surplus to debt reduction. For example, on the
15th of June of this year, the Treasury had some $333,000,000 of certifi-
cates maturing, but, with the cash then in the general fund, plus the ex-
pected income taxes and other receipts for June and the succeeding two
months, the Treasury found that it could retire these certificates and pay
the Government expenses to the next borrowing date in September without
a new flotation of securities, and, therefore, no new securities were sold
in June to replace the $333,000,000 paid off.

By the close of this fiscal year on June 30, the entire surplus will have
gone into debt reduction, and we will have in the general fund about $215,-
000,000, which is substantially the same as we had in the general fund a
year ago. This $215,000,000, with the receipts for the next two months,
is only sufficient to pay regular Government expenditures into September.
I the proposed bill were passed and refunds made, the refunds would not
come from surplus, since such surplus does not exist in cash, but the Treas-
ury would be obligated to go into the market and borrow new money to
pay the refunds.

Section 2 of the bill provides that the Joint Congressional Committee
shall investigate and determine ‘“the amount of surplus that will be avail-
able on June 30 1927 and “shall recommend to the Ways arid Means Com-
mittee of the House an immediate consideration of legislation reducing or
repealing” certain taxes to the extent that the anticipated surplus will
warrant. The surplus to be examined is that for the fiscal year 1927. The
taxes to be reduced are not only taxes to be collected in 1927 but, pre-
sumably, taxes to be collected in 1928 and subsequent years. In other
words, it is proposed to make a permanent annual reduction in revenue,
based on an excess of receipts over expenditures in one fiscal year. If
there should be an est:mated surplus of $100,000,000 in 1927, but none
in 1928 or subsequent years, the committee is required to recommend a
reduction in taxes of $100,000,000, which would leave 1927 accounts bal-
anced, but would mean a deficit in 1928 and every year thereafter. It
would be fatal to an orderly handling of Government revenue to base any
permanent reduction on one year's figures. Before again reducing taxes,
Congress should consider revenues and expenditures not for one year, but
for several years.

There are non-recurring items of Government receipts which have in-
creased our revenues in the past and will be less material in the future.
Upon termination of Government control large loans were made to the
railroads. This investment is being repaid. Last year we received $144,-
000,000 of revenue on this account. This year is was $37,000,000, and,
gince most of the strong roads have paid, we may expect less in the future.
The War Finance Corporation is in process of liquidation. Last year it paid
the Treasury $43,000,000 in excess of expenditures; this year $20,000,000.

Tn order to assist the farm loan banks the Treasury invested $196,000,000
in farm loan bonds. This year $28,000,000 of bonds were repurchased from
the Treasury, and early in the next fiscal year the Farm Loan Board ex-
pects to pay off another $43,000,000, leaving but $17,000,000 to be realized
on during the remainder of the fiscal year 1927 and thereafter. Back taxes
—that is, taxes collected upon an audit of returns for past years—have
brought in over $300,000,000 of revenue, but as the Internal Revenue
Bureau becomes current this item will be most materially reduced. Through
these non-recurring receipts a surplus might be shown in 1927 which would
not oceur again.

If we take into account what may be considered the recurring Govern-
ment receipts from taxation, even then it cannot be safely assumed that,
because 1927 shows a surplus, 1928 will show the same surplus. Income
taxes peculiarly reflect general conditions. If the country is prosperous
the taxpayers make money and the Government revenue therefrom is large.
If a decline in the high level of business in this couniry should take place
Government receipts from income tax must fall off. Customs also are
affected by changes in trade conditions. So much for the receipt side of the
Government accounts. Any change in expenditures, of course, affects the
surplus. Expenditures, therefore, must also be considered, not only for
the year 1927 but for subsequent years.

I am of the opinion that the proposed bill does not represent a sound
approach to our taxation problems and I am, therefore, opposed to it.

Very truly yours,
A. W. MELLON, Secretary of the Treasury.

Hon. Reed Smoot, Chairman, Committee on Finance, U. 8. Senate.

At the time of the introduction of the bills the Associated

Press advices from Washington June 23 said:

Introduction by Democrats in both Houses of Congress to-day of bills
proposing immediate tax reductions brought to light a somewhat nebulous
plan among members of the minority party for a concentrated drive for a
general lowering of taxes at the short session next winter.

The Democrats sponsoring the bills said their action was prompted by
the estimated Treasury surplus announced at the budget meeting Monday
night. In placing the surplus for the current fiscal year, ending June 30,
at $390,000,000 and that for next year at about half the amount, President
Coolidge at that meeting took the position that furher tax reduction should
be held in abeyance until the new revenue law can be given a thorough test.

The three Democrats taking a different view who introduced the bills for
further tax relief at once were Representatives Crisp, of Georgia, and
Jacobstein, of New York, and Senator Copeland, of New York.

Crisp, a member of the House Ways and Means Committee, which has
initial jurisdiction over revenue legislation, proposed a reduction in the
corporation tax from 131 to 10%. Jacobstein and Copeland offered simi-
lar proposals calling for a 25% refund of personal income taxes, and an

investigation looking to the elimination of automobile and amusement
taxes and a reduction in the corporation assessments.

Both Jacobstein and Crisp asserted revenues collected by the Government .
in the last five years had exceeded by more than $1,000,000,000 the Treas-
ury estimates. The Georgia Representative said the corporations ‘‘are
owned by individuals, many of them widows and orphans.” He added that
the Revenue Acts of 1924 and 1926 had greatly reduced individual taxes,
but had given corporations no relief.

The Copeland resolution was referred to the Senate Finance Committee
after Senator Copeland had declared that it would authorize the refunding
of one-fourth of the taxes collected during the present fiscal year. He
said the surplus would be $440,000,000.

Chairman Smoot, of the Finance Committee, raised the point that the
resolution should originate in the House and that the surplus was required
to cover a deficit that will result late from the recent tax reduction.

Chairman Green, of the Ways and Means Committee, taking a position
like that of President Coolidge, said in a statement that “any discussion of
a further reduction of taxes is premature at this time.”

Mr. Green said a majority of the provisions of the new tax law would
not become effective until the 1st of the month, and that it ‘“‘will take at
least six months before we can make anything approaching a correct esti-
mate as to what the condition of the Treasury will be during the ensuing
fiscal year.”

After introduction of the hills became known a number of Democrats
of the Ways and Means Committee said there appeared little likelihood of
action this session, but that an effort undoubtedly would be made for tax
reduction at the December session. The Ways and Means Committee will
meet two weeks before the commencing of Congress to consider alien prop-
erty legislation, and it was the view of some Democrats that it would well
broaden its work to include tax reduction.

Senator Robinson, the Demogratic leader, also lined up with those favor-
ing further tax reduction as soon as possible. He expressed the opinion
that another cut in rates was possible and should be made.

Wlth regard to proposals advanced by Representative
Rainey, a Washington dispatch to the New York ‘“Times’
June 25, said in part:

With a view to absorbing the prospective Treasury surplus, estimated at
$390,000,000 by President Coolidge in his recent budget speech, instead of
applying it to reducing the public debt, Representative Rainey, Democrat,
of Illinois, a member of the Committee on Ways and Means, introduced
to-day a bill proposing the repeal of all stamp taxes and those levied on
admission tickets and on sale of automobiles. 3

Mr. Rainey announced that if a surplus remained after the repeal of the
taxes enumerated in his bill, he would follow it up with a proposal to reduce
the rates assessed against incomes ranging from $11,000 to $44,000 as a
means of giving relief to business men. He said he was opposed to a cut in
the corporation taxes, as advocated by Representative Crisp of Georgia,
Democratic member of the World War Debt; Commission. New York Stock
Exchange operations, he contended, showed that the corporations did not
need relief.

Adjournment of Sixty-Ninth Congress—First Session—
Bills Enacted.

The first session of the 69th Congress, which convened
Dee. 7 1925, was brought to a close on Saturday July 10.
The Senate, however, will sit as a Court of Impeachment on
Nov. 10 for the trial of Judge George W. English of Illinois.
Regarding the volume of bills introduced and passed at the
recent session, the Associated Press advices from Washington
yesterday (July 9) said:

The production of new laws gained momentum during the recent session
of Congress. More measures were introduced, and a greater number passed
by the House than at any previous first session of a two-year period.

The 13,909 bills introduced at the session which closed last week eclipses
the recor<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>