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The Financial Situation.

On Tuesday of this week Secretary of the Treas-
ury Mellon announced an offering of 20-year United
States Treasury bond bearing interest at 334 %, the
bonds being callable after 16 years. These bonds
are being offered at par in exchange for Second Lib-
erty Loan bonds, which have been called for pay-
ment on Nov. 15. An issue of $200,000,000 similar
bonds, offered for cash, was quickly over-subseribed
and has sold at a fractional premium. It is of in-
terest at this time to review the history of the call-
ing of the Second Liberty Loan bonds and note the
effect so far upon security markets. On March 7 of
this year, with approximately $3,000,000,000 of the
Second Liberty Loan outstanding, Secretary Mel-
lon called attention to the fact that the bonds were
callable Nov. 15 and indicated that they probably
would be called. He offered for exchange at that
time five-year Treasury notes with 314% coupons.
Something more than $1,000,000,000 of the bonds
were exchanged on this offer.

Two months later, on May 9, the remainder of the
Second Liberty Loan bonds were called for payment
Nov. 15. Now, on May 31, comparatively long-term
bonds bearing a 338% coupon are offered in ex-
change for the called bonds. Over-subscription of
the $200,000,000 bonds offered for cash and the im-
mediate advance to a half a point premium indi.
cates how closely the Government has gauged the
demand for this class of securities, but the effect
upon the general security markets of this succession
of events goes to show that the average investor and

- gpeculator has not been fully aware of the signifi-
cance of the price level of these Government secu-
rities.
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On March 7, when the first announcement in re-
spect to the Second Liberty Loan was made, these
bonds were selling at 100 25-32, or about a 3.36%
basis. Subsequently, the price has declined a few
32ds to bring about an alignment in yield with short
Government securities. At the time of the first
announcement the Fourth Liberty 414s, for which
the redemption date 1933 is farther away than that
of the other issues, were selling at 104 3-32, or about
3.56% basis; subsequently, this issue has declined
very slightly, but less than one-quarter of a point.
The changes in the general security averages, how-
ever, have been very marked. On March 7 the Dow-
Jones average of 40 investment bonds stood at 96.30;
subsequently it advanced quite rapidly, reaching
97.77 on May 9, the date on which the Second Lib-
erty bonds were called, practically the apex of the
movement, the average standing at 97.78 on the two
following days and then declining to the present
level, around 97.36.

The industrial stock average, which stood at
158.62 on March 7, advanced to 168.15 on May 9, the
date of the call, and has subsequently been advane-
ing pretty steadily, reaching the highest level in its
history on Wednesday, June 1. The figure as ac- -
tually quoted on that day stood at 171.98, but weuld
have stood at 174.47 if an adjustment had not been
made on that date of 2.49 points on account of the
United States Steel stock dividend. The railroad
average has had almost as sensational an advance.
On March 7 it stood at 124.65, advanced te 134.08
on May 9, the day the bonds were called, and to
137.26 on Tuesday, the 31st, when announcement
was made in respect to the 334% bonds.

There can be little question that the market for
investment stocks during the past two months has
been adjusting itself upward in appreciation of a
change in the situation accurately indexed by .the
Government financing program. On the other hand,
there can be as little question that this movement
has been accompanied by a large amount of specu-
lative buying. During the past week the volume of
transactions on the New York Stock Exchange has
been steadily well above 2,000,000 shares daily,
rising to 2,800,000 shares on Thursday, with sharply
rising prices and to nearly 3,000,000 shares on Fri-
day with general but with not particularly heavy
declines. During this period there have been a num-
ber of very extreme movements in indidvidual stocks
and the averages have advanced substantially.

Moreover, brokers’ loans have gotten up to a point
less than $200,000,000 below the phenomenal high
of Jan. 6 1926, when they stood at $3,141,125,000, as
compiled by the Federal Reserve Board. At the
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time of the first announcement on the Second Lib-
erty bonds, these loans stood at $2,819,111,000. Two
months later, at the time of the call of the bonds,
they stood at $2,914,945,000, and are now $50,000,-
000 higher. Almost necessarily the loans increase
with advancing prices, since price advances are re-
corded only by sales, and in connection with each
sale the loan made by the buyer is at the current
price, whereas the canceled loan of the seller was
made at a lower price. This theory, however, is on
the assumption that there is a loan on both sides of
the average transaction, whereas quite frequently
transactions represent cash.

The actual and technical position of the market
depends primarily upon two things: (1) whether
or not stocks are selling at prices higher than their
values as appraised by actual investors, and (2)
whether or not there are a great number of thinly
margined accounts. In view of the real meaning of
the Government financing program, probably a large
part of the recent advance has been justified in the
opinion of investors, but whether or not the mar-
ket has been weakened on account of reckless com-
mitments of speculators cannot be accurately
known. The rapidity of some recent advances sug-
gests this strongly. On the other hand, all recent
assaults on the market have been unavailing, indi-
cating a high degree of technical strength. There is
no conclusive evidence as to whether the market will
continue as in recent weeks or is due for a reaction,
but the whole situation enjoins even greater caution
than usual to purchase only securities that possess
real intrinsic merit. It is a discriminating market,
and, therefore, discrimination on the part of the
individual investor is absolutely imperative.

Insolvencies in the United States continue some-
what more numerous than in the past few years, and
while the losses, measured by liabilities, are still
heavy, a considerable reduction appears for May in
comparison with the earlier months of this year.
According to the records of R. G. Dun & Co., there
were 1,852 mercantile failures last month, with a
total indebtedness of $37,784,773. These figures com-
pare with 1,730 similar defaults in May a year ago
for $33,543,318. As is customary, May shows fewer
insolvencies than either of the four preceding
months, but the reduction from April is only 116 in
number, whereas a year ago it was 227 and in 1925
it was 172. As to the liabilities for May this year,
the decline from the earlier months is quite marked.
For the five months of the year to date there were
10,463 mercantile failures with $247,062,353 of in-
debtedness, as against 9,768 for the corresponding
period last year, involving $180,490,978 of liabili-
ties. The increase in number this year over last
year is 7.1%, but in defaulted indebtedness it is
36.9%. The latter is nearly as unfavorable as the
showing for the years 1921, 1922 and 1924, when
there were also many large insolvencies. This year
the heavy defaults are in large measure the cause
of the greater part of the increased indebtedness
over a year ago.

All three classes, into which the monthly insol-
vency report issued by R. G. Dun & Co. is separated,
show some increase in number for May this year over
a year ago. There were 444 failures among manu-
facturing concerns last month, with liabilities of
$13,801,558, against 437 similar defaults in May
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1926 involving an indebtedness of $16,157,115. Trad-
ing failures last month numbered 1,292 for $19,977,-
866 of indebtedness, in comparison with 1,216 a year
ago for $15,709,760, while for agents and brokers the
number of defaults in May this year is 116, for
$4,005,349, as against only 77 last year owing $1,676,-
443. Relatively the most unsatisfactory showing
was for the third class, which includes agents and
brokers, and this has been the case in several re-
cent preceding months. There was quite a reduction
last month in the number of defaults reported in
some of the leading manufacturing divisions, no-
tably in clothing, machinery and tools, printing,
bakers and shoes and leather goods. Liabilities for
each of the classes named were also less in May this
year than they were a year ago, as to some of them
very much less. Some large failures in the tobacco
manufacturing line a year ago swelled the losses at
that time, while the liabilities under that head the
past month were very small. On the other hand, de-
faults in the lumber manufacturing lines were more
numerous in May this year than last, and liabilities
were very heavy.

Among traders, the increase in the number of de-
faults last month over a year ago, was largely in the
classes embracing dealers in clothing, general stores,
dealers in shoes, furniture, drugs and in jewelry. In
most of these lines liabilities also were larger last
month than they were in May of last year. Some
large losses appear among general stores, and for
dealers in clothing. There were some heavy fail-
ures among dealers in dry goods. A marked reduc-
tion appears for May of this year in the number of
defaults among grocers and related lines, while the
amount of indebtedness is very much reduced this
year in comparison with May 1926. For the third
month this year no failures are recorded for the divi- '
sion in the manufacturing end for cotton goods lines.

While, as previously stated, the total of defaulted
indebtedness reported for May this year is quite
heavy in amount, a considerable part is due to the
number of large defaults which appeared in that
month. This has been true also of the heavy totals
for each month this year. Approximately 46% of
last month’s total liabilities was attributable to fail-
ures where the indebtedness in each instance was
$100,000 or more. The larger defaults in April ac-
counted for 51% of the total liabilities, while in
May 1926 they were 49% of the total. The number
of defaults last month where the indebtedness in
each instance was $100,000 or more was 56, with
total liabilities $17,362,392; the corresponding fig-
ures for May 1926 were 51 in number and $16,497,-
677 in amount. Deducting the larger defaults from
the total of all insolvencies for May this year there
remains 1,796 failures with $20,422,381 of indebted-
ness, an average amount of $11,371 for each default,
which compares with an average of $10,153 for May
1926 and $11,062 for the corresponding month two
years ago. The increase this year follows chiefly
from the much less favorable comparison that is
made by insolvencies in the trading division.

A rapid sweep northward on the part of the sev-
eral Southern Nationalist armies of China and their
new allies definitely changed the complexion of Chi-
nese affairs the past week. The concerted move by
the armies of the radical Hankow Government and
those of the Nanking regime of Chiang Kai-shek left
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‘little doubt that the breach between these two fac-
tions had been healed. Hankow, furthermore, though
frequently reported abandoned and on the verge of
dissolution, was able to induce the support of Gen-
eral Feng Yu-hsiang, hitherto an uncertain factor,
who moved eastward from Shensi Province, and
directed the drive northward. The Hankow faction
thus proceeded swiftly toward Peking along the Pe-
king-Hankow Railway with Chenchow, about half
way between the two cities and on the Hoang Ho, as
their first objective. This advance apparently was
a rapid one, due, no doubt, to the fact that Chinese
troops do not destroy railways and bridges when
retreating. Moreover, Mr. Walter Duranty, Peking
correspondent of the New York “Times,” reported
May 30 from personal observation that the “buffer
troops” of General Wu Pei-fu in Central Honan, had
joined the Southern movement, thus further facili-
tating the advance. This development would give
the Southerners possession of Chengchow, and the
fall of this important city to the Southern forces was
further confirmed by a London (Associated Press)
dispatch of May 31.

General Chiang Kai-shek, meanwhile, proceeded
northward along the Nanking-Tientsin Railway,
which is the second north and south railroad in
China. Chiang’s troops were reported in dispatches
dated Tuesday to be approaching Suchow, which,
like Chengchow, is a junction city on the Lung-Hai
railway running westward from the Grand Canal.
These movements carry the civil war into distinctly
Northern territory and begin to menace Peking it-
self, where the Northern Commander, Chang Tso-lin,
has his headquarters. Tientsin also would be threat-
ened. A dispatch of May 31 from Peking to the New
York “Times” said that the Ankouchun or Northern
War Lords Alliance now admits the withdrawal of
the Northerners on the whole front, owing to re-
verses at the hands of the Nationalist armies in Ho-
nan. The dispatch said further: ‘“Marshal Chang
Tso-lin, the Northern leader, naturally describes the
retreat as a deliberate tactical move, which will not
involve removing his headquarters. But it is held
that this means the surrender to the Southerners of
the whole of Honan Province south of the Yellow
River, all of Anhwei and the entire Lung-hai Rail-
way.” A continuance of the advance by Chiang
Kai-shek would now carry him rapidly into Shan-
tung Province, which is a sphere of definite J apan-
ese influence. Observers are speculating on whether
the Japanese observation corps intends to bar
Chiang’s progress. Considerable interest was also
aroused in Shanghai May 31 by a statement by M.
Borodin, Communist adviser of the Hankow Govern-
ment, that the Nationalist armies would certainly be
in Peking by August. It would, however, take two
years to complete the revolution, M. Borodin added.

With the news of the Northerner’s collapse, which
is taken to herald the possible early fall of Peking,
reports were confirmed of the decision of the Poyw-
ers to send expeditionary forces to the number of
16,000 to Peking and Tientsin, and to take other
measures for the protection of foreign interests.
Japan, moreover, was reported in a Tokio dispatch
of May 30 to the New York “Times” to be taking
additional measures for the protection of her nation-
als in Shantung Province. Two thousand troops
were dispatched to Tsing-tao and two thousand more

held in readiness. Shanghai dispatches of June 1
reported the sailing for Tientsin of 2,000 American:
marines under General Smedley Butler. ‘Washing-
ton dispatches of the same date said that the Admin-
istration had under consideration a plan to move the
American Legation in Peking to Tientsin. Minister
MacMurray, however, according to an Associated’
Press dispatch of June 1 from Peking, is opposed- to
moving the Legation from Peking, despite indica-
tions from Washington that such a step is possible.
“The Legation advocates a stand-pat policy, and,
concerning the evacuation of Americans, told in-
quirers to-day that it was not advising evacuation.”
the report added. Americans in the Tientsin dis-
trict number about 2,000, including women and chil-
dren. Should it be deemed advisable to move the
Legation to Tientsin, it was said in Washington,
then all American nationals would be directed to go
to the coast also.

The Japanese decision to send 2,000 additional
troops to Shantung evoked a prompt protest from
the Nanking Nationalist Government. Such action,
Kuo Tai-chi, the Foreign Commissioner, told the
Japanese Consul-General at Shanghai, would revive
the anti-Japanese activities. A dispatch of May 29
to the New York “Herald Tribune” reporting the
incident, said further: “Foreign Commissioner Kuo
declared that the presence of the Japanese troops at
Shantung is particularly obnoxious to China, be-
cause that province was intimately associated with
the 21 demands by which Japan retained the Ger-
man rights until the Japanese were constrained to-
release them as the result of the Washington Confer-
ence. He also intimated that the return of the
troops might awaken the suspicions concerning the
Japanese intentions.” A Peking dispatch of the
same date said that the Chinese Government there,
though engaged in civil war with the Nanking re-
gime, was also planning a protest to the Japanese
Government against the occupation of Shantung.
Thus the old story of all factions in China uniting
against the foreigner is again repeated.

Emphatic denial was made by Premier Baldwin
May 27 of any attempt on Britain’s part to organize
a world combination against Soviet Russia. The
diplomatic rupture between the two Governments
was made complete on that day when Sir Austen
Chamberlain, the Foreign Secretary, handed hig
passports to M. Rosengolz, Russian Charge d’Af-
faires. Mr. Baldwin, speaking before an andience
of his Conservative supporters in London, made it
clear that this action did not in any way mean or
imply war against Russia. Tt merely meant, he
said, that Britain would no longer have diplomatie
relations with a country which abused the privi-
leges accorded to it. His Government, he added,
was wholly in favor of the continuance of legitimate-
trade between the two countries. Sip Austen Cham-
berlain reiterated this position of the British Gov-
ernment in his note to M. Rosengolz, which allowed
ten days for the Russian diplomatic officials and
the members of the Russian Trade Delegation to
leave England. His Majesty’s Government, the-
note said, “do not wish to interfere with the ordi-
nary course of legitimate Anglo-Russian trade, and”
.Will, therefore, place no obstacles in the way of genu-
1ne commerce between the two countries. They will /
raise no objection to the continuance of the legiti--
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mate commercial operations of Arcos, Ltd., in the
same conditions as those applicable to other trading
organizations in this country, and with this object
they are prepared to allow a reasonable number of
Russian employees of the company, whose names
will be communicated, provided they comply with
the law of the land and confine their activities to
legitimate commerce. But His Majesty’s Govern-
ment cannot suffer the existence here of a privileged
organization which, under the guise of peaceful trad-
ing, carries on espionage and intrigues against the
country in which it is established.” In view of the
severance of relations between the two countries, no
little interest was displayed in England over a fare-
well luncheon party given in the House of Commons
by a group of Labor members of Parliament to M.
Rosengolz, M. Khinchuk, the Soviet Trade Represen-
tative, and M. Bogomoloff, First Secretary of the
Trade Mission. It was explained by Labor members
that they regarded the break as temporary and in
effect only until a Labor Government was returned
to power. The German Government will take charge
of Russian interests in London, Berlin dispatches of
May 27 said. The Norwegian Government, it was
revealed May 31, had agreed to care for British af-
fairs in Moscow.

Maxim Litvinoff, Acting Commissar of Foreign
Affairs in Moscow, in turn handed a note on May 29
to W. Peters, in charge of the British Trade Mission
there. The breaking of relations by Britain, the
note said, did not surprise him, as he was aware that
the Conservative Government had long prepared for
a rupture. In the eyes of the world, M. Litvinoff de-
clared, the rupture is an attempt to mask the defeat
of the British Government’s policy in China. The
Russian Minister emphatically denied’all charges
of violating the trade agreement. Such charges, he
asserted, were based on false information and forged
documents, with which the British Government
freely operated. Alexis Rykoff, President of the
Council of People’s Commissars, declared before a
plenary session of the Moscow Soviet June 1 that
the British action was a prelude to war. The Brit-
ish Government, he asserted, wished to improve its
position by provoking war, in which it hoped to play
a leading part, leaving “the dirty part of the work”
to other peoples, who, being thereby weakened,
would be subordinated to Britain. To this danger,
he declared, the Soviet Union opposed a steady pol-
icy of peace.

Despite these official expressions at Moscow, M.
Rosengolz, the Russian Charge d’Affaires at Lon-
don, requested permission from Sir Austen Cham-
berlain on May 30 for a nucleus of the trade delega-
tions to remain at the Arcos headquarters following
the departure of the main group in order to liqui-
date affairs. Such a stay was necessary, he said, in
order to fulfill all contracts which have been entered
into and to settle all outstanding accounts. The
British Government met this request by a qualified
refusal, saying that it would present a list of Soviet
representatives who would not be allowed to stay in
England in any capacity. The blacklist, it was un-
derstood, would include M. Rosengolz himself, and
M. Khinchuk, the head of the Soviet Trade Delega-
tion. The latter on May 29 issued a statement re-
garding the position of Anglo-Russian trade: “In
view of the abrogation of the Anglo-Soviet trade
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agreement,” he said, “the activities of the Russian
Trade Delegation in Britain are ceasing. Further
work with regard to the placing of new orders in
Britain and the conclusion of new commercial agree-
ments and contracts of the Soviet Trading Organiza-
tion, as well as Arcos, Ltd., which are the main buy-
ing and selling agents of the Soviet Government, and
industrial undertakings with Britain are termi-
nated. Therefore, Arcos and the Soviet State or-
ganizations which have been working in England are
compelled to wind up their work and organization,
as the policy of the British Government leaves them
without the possibility of pursuing their trading
operations on the basis of the general economic plan
of the Soviet Union. Such organizations as the
Russo-British Grain Export Co. and similar under-
takings will continue, if no obstacles are put in their
way in the future. All contracts concluded by Arcos
and the Soviet trading organizations in England
with British firms regarding exports and imports
will be fulfilled to the letter. A sufficient staff will
be left to fulfill all money contracts.”

Intense interest in the Anglo-Russian break and
its possible consequences was manifested all week
at the various Continental Chancelleries. A sting-
ing indictment of Moscow and Communism was de-
livered in the French Chamber of Deputies May 27
by Albert Sarraut, Minister of the Interior. Facing
the Communist benches and addressing Marcel Ca-
chin, leader of French Communism, M. Sarraut
said: “It is Moscow who leads you and it is Mos-
cow who wants war. France wants neither Commu-
nist nor reactionary dictatorship. The French law
will mercilessly deal with Communists inside the
country and those who came from without to spread
sedition here.” The incident gave rise to rumors
that France was preparing to follow the British lead
in breaking with Moscow, but these rumors were
denied by Premier Poincare and Foreign Minister
Briand. Dispatches from Berlin again reiterated
Foreign Minister Stresemann’s determination to
take no sides in the conflict of Anglo-Russian inter-
ests. Reports that Sir Austen Chamberlain had
tried to win the German Government over to the
British side were discredited in Berlin, as no com-
munication to this effect had been received from the
German Ambassador in London, it was said. A
Berlin dispatch of June 1 to the New York “Times”
pointed out that George Tchitcherin, the Soviet For-
eign Minister, is expected in Berlin during the com-
ing week and will confer with Herr Stresemann on
the eve of the German Foreign Minister’s departure
for Geneva for the session of the Council of the
League of Nations. This session, it was gaid, will
have a momentous bearing on the European polit-
ical situation. No little interest was displayed also
over the expected meeting next week in Berlin of M.
Tchitcherin, with M. Rosengolz, the expelled Charge
d’Affaires in London, M. Bakovsky, the Soviet Am-
bassador to Paris, and M. Krestinsky, Russian en-
voy in Germany.

A new factor was introduced into the complicated
relations existing between the Governments of the
United States and Mexico, when President Calles
on May 30 signed a decree forbidding purchases of
merchandise in the United States by Government de-
partments. The order has the appearance of being
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retaliatory, referring as it does to “the fact that the
Government of the United States has established a
_systematic embargo on merchandise acquired by
various dependencies of the Federal Government.”
The Mexican Executive, therefore, ‘“has decided to
direct, in order to avoid the inconvenience caused
by this unjustified delay, that from the date of the
present decree all departments of State and admin-
istrative departments abstain absolutely from pur-
chasing directly or indirectly in the said country
furniture, machinery, articles of consumption and
articles in general intended for the administration
of the public services and that such purchases be
made in all cases from commercial firms established
within the national territory.”

Officials of the United States Government, ac-
cording to a Washington dispatch of June 1 to the
New York “Times,” were somewhat mystified as to
what the Mexican Government means by the “sys-
tematic embargo” referred to. No such embargo was
recalled by the officials, the dispatch added, except-
ing that on the exportation of arms and ammunition
into Mexico from the United States. At first, it was
explained, this embargo applied only to arms and
other war munitions sought to be imported into
Mexico by organizations, firms or individuals and
did not apply to the Mexican Government. Late last
year, however, it was applied to the Mexican Gov-
ernment also. At that time the United States re-
fused to honor a request of the Mexican Government
for the importation of eight American airplanes,
described as for commercial uses. This action was
taken when the Mexican Government was suspected
of sending war supplies to Nicaragua for the alleged
purpose of establishing there an authority hostile to
the United States, which has been described as an
attempt to set up a Bolshevist Government with the
object of driving a hostile wedge between this coun-
try and the Panama Canal.

The stabilization of the lira at its present level for
the time being is to be the policy of the Italian Gov-
ernment, according to a statement in the Chamber
of Deputies on June 2 by Count Volpi, Minister of
Finance. Such stabilization, Count Volpi told the
Chamber, would give internal prices and production
costs a chance to fall in proportion to the rise in the
lira. In the autumn the whole question would be
reviewed and decisions taken in accordance with the
situation then, but meanwhile, Count Volpi de-
clared, the Government intended to dedicate all its
energies toward hastening a drop in the cost of liy-
ing index. The Finance Minister’s pronouncement
was made near the end of a long address on the
budget of the Ministry of Internal Affairs. He
painted a complete picture of Italy’s financial and
economic situation and pointed with pride to the
condition of the State’s finances which, he asserted,
had been placed on a solid foundation. He declared
himself optimistic about the future. A further re-
port of the speech, cabled to the New York “Times”
on June 2 said: “Discussing loans from abroad, and
especially from America, Count Volpi revealed that
these now amounted to about $200,000,000, of which
$85,000,000 had gone to the electrical industries. He
declared that it would be ideal not to have to borrow
abroad, but he said that the Italian financial situa-
tion had been so poor that it created the alternative
of either contracting debts abroad or allowing

Italy’s productivity to decrease. All other branches
of the public finances, he said, were satisfactory.
The State budget showed a comfortable surplus
which, though far inferior to last year’s, which has
been greatly inflated by the rapid depreciation of the
lira during the last months of the fiscal year, was
still sufficient to allay any fears for the future. Nor
had revaluation of the lira worked havoc with Italy’s
foreign trade balance, as many had feared, the Min-
ister asserted. On the contrary, though Italy in the
first four months of the present year imported 800,-
000 tons more of goods than last year, it paid about
1,000,000,000 lire less for them, while exports de-
creased by only about 200,000,000 lire. Hence, the
trade balance in reality was benefited by revalua-
tion, Count Volpi declared.”

Army reforms proposed by the Nationalist major-
ity in the Cairo Parliament have again given rise to
an uneasy situation in Egypt. The Egyptian Par-
liamentary Committee made recommendations late
in May for the abolition of the Sirdarship, held by a
British officer, who ranks as Commander-in-Chief
of the Egyptian Army. Exceptions were also taken
by the Nationalist Party to actions of Lord Lloyd,
the British High Commissioner, who was accused
of trying to play too prominent a part in local poli-
tics. A London dispatch of May 30 to the New York
“Times” said: ‘“Anti-British feeling has been sim-
mering ever since the release from confinement of
Zaghlul Pasha and his return to Egypt. It has come
to a head during the last few weeks. Lord Lloyd,
High Commissioner, visited Menia on April 30 in
response to an invitation of local notables. He re-
ceived a warm welcome, but when on May 26 his
visit was debated in the Egyptian Parliament viru-
lent attacks were made on the notables who had in-
vited Lord Lloyd and on Lord Lloyd for accepting
the invitation.” The hostility to the High Com-
missioner and the attempt to rid the Egyptian army
of British influence brought a prompt response from
London. Two British battleships were ordered to
Alexandria and one to Port Said. In explanation
of this action, Sir Austen Chamberlain, speaking in
the House of Commons Wednesday said: “We must
insist upon the maintenance of safegnards which
past experience has shown to be effective.” Sir
Austen explained that the War Committee of the
Egyptian Parliament a few days ago submitted rec-
ommendations designed to increase the Egyptian
army and to convert it into a weapon at the dis-
posal of one political party, the Zaghlul National-
ists. These projects, he continued, were a matter
of direct concern to the British Government, which
was pledged to the defense of the Suez Canal as well
as to the defense of foreigners in Egypt and could
not, therefore, permit its task to be complicated by
the presence of a potentially hostile force such as
there was good reason to fear the Egyptian army
might become if subversive influences were allowed
to have full play.

Drastic changes and reforms in the Spanish Gov-
ernment were proposed at Madrid—May 31 by Gen-
eral Primo de Rivera, the Premier-Dictator of Spain.
The long-awaited official announcement of the open-
ing of the National Assembly on Sept. 13, fourth
anniversary of the coup d’etat which put the military

directory in power, was made by the Premier. In
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addition he issued a statement of major import to
the effect that the Assembly, composed of men ap-
pointed by the Government, will, with the consent
of the Government, draft a brand new Constitution
to supersede all previous ones, and a new electoral
law, the gist of which is universal suffrage and abso-
lute freedom of the ballot. This accomplished, elec-
tions will be held for members of Parliament. That
body then will be asked to ratify the new Constitu-
tion, which will embody the credo of the Primo de
Rivera Government. An Associated Press report
from Madrid said of the new movement: “Among
the many questions which the Assembly will be
asked to pass upon, always with the consent of the
Government, such as fiscal, administrative and legis-
lative matters, the most important, perhaps, is an
extensive inquiry into the work and acts of Spanish
Governments for the past twenty years. It will be
the duty of the Assembly to fix the responsibilities
and if warranted, the evidence will be brought to the
attention of the courts of law. Being guaranteed
absolute liberty at the elections the Government will
undergo its first popular test of approval or dis-
approval, which would be tantamount to a return to
former political practices prevailing before the mili-
tary directory governed. Primo de Rivera uttered
a warning that regardless of whom they elect the
people must avoid ‘Russian ideas’ such as are being
‘retailed” throughout Europe, and particularly in
Spain. The General considers the new Constitution
of utmost importance. He compares it with a vir-
tual regeneration of the political system. He lays
much stress upon the women’s vote, for the state-
ment concludes with a plea to the mothers of Spain
to think of the coming generations, rather than the
present in casting their votes.”

The first United States Envoy Extraordinary and
Minister Plenipotentiary to Canada, Mr. William
Phillips, was greeted in Ottawa June 1 by Premier
Mackenzie King and an assemblage of high person-
ages. A letter of credence from President Coolidge
to King George was presented by Mr. Phillips, who
then made a brief speech in which he said that the
United States sought to strengthen the cordial sen-
timents that have ever animated the people of Can-
ada and the United States by establishing a diplo-
matic mission in Ottawa. Lord Willingdon as His
Majesty’s representative in Canada replied as fol-
lows: “I am very sensible of the remarks to which
you have given expression with regard to the cordial
and friendly relations which have long existed be-
tween our two countries, and can assure you that
both I and my Government will give you every as-
sistance in promoting our mutual progress and pros-
perity. We in Canada recognize the many advan-
tages we have obtained from the fact that we live in
close association with a great and powerful friendly
neighbor and trust that these relations may be con-
firmed and strengthened during your term of service
among us. You may rest assured that in the per-
formance of your responsible duties you can always
rely on sympathetic co-operation from myself and
from the Government of the Dominion of Canada.”

The Imperial Bank of India on June 2 reduced its
discount rate from 7% to 6%. Official discount
rates at leading European centres, however, have
continued unchanged at 7% in Italy; 6% in Austria;

51%% in Denmark and Belgium; 5% in Paris, Ber-
lin and Madrid; 4% % in Londen; 4% in Norway
and Sweden, and 314 % in Holland and Switzerland.
In London open market discounts closed yesterday
at 4 5-16@434 %, the same as a week ago (the fig-
ures of 3 5-16@3345% given in our last issue having
been an error) for both long and short bills. Money
on call in London was down to 315%, against 334 %
on Friday of last week. At Paris open market dis-
count rates have fallen from 214 to 2149 ,while in
Switzerland the rate has risen from 315 to 31/ %.

Gold holdings of the Bank of England increased
£35,643 for the week ended June 1. Total gold hold-
ings now stand at £152,575,683, against £148,771,191
in 1926 and £156,472,603 the previous year. The
proportion of the bank’s reserve to liability declined
to 28.549%. Last week it stood at 30.82% and the
week before at 34.22%. Notes in circulation in-
creased £487,000 and reserve of gold and notes in
banking department fell £452,000. Public deposits
declined £5,035,000, while “other” deposits increased
£13,046,000. Loans on Government securities ex-
panded £2,087,000 and loans on “other” securities
£6,401,000. Notes in circulation now stand at £136,-
347,000, compared with £140,982,000 the same period
last year and £148,831,010 in 1925. The bank’s Offl-
cial discount rate remains unchanged at 41/)%, to
which it was reduced on April 20. Below we furnish
comparisons of the various items of the Bank of
England return back to 1923:

BANK OF ENGLAND'S COMPARATIVE STATEMENT,.
1927. 1925. 1024, 1923.

June 1. June 3. June 4. wa 6.
£ £ £
©136,347,000 140,982,000 148,831,010 126,577,650 124,391,435
14,724,000 11,457,750 11,603,827 10,788,168 11,548,747
112,175,307
50,633,518
67,994,005
22,885,742

Circulation

Public deposits
Other deposits.
Governm’t securities 50,605,000 51,570,328
Other securities.... 57,320,000 68,895,779
Reserve notes & coin 35,979,000 27,539,191
Coin and bulllon._al52,575,683 148,771,191 156,472,603 128,185,691 127,527,177

Proportion of reserve
21.14% 213% % 15%2{; 18. 50%

to liabilities
Bank rate 4% % 5% 5% 4% 3%

a Includes beginning with April 29 1925 £27,000,000 gold coin and bullion, pre-
viously held as security for currency notes Issued and which was transferred to the
Bank of England on the British Government's decision to return to gold standard.

b Beginning with the statement for April 29 1925, Includes £27,000,000 of Bank
of England notes issued In return for the same amount of gold coin and bullion held
up to that time in redemption account of currency note issue.

The statement of the Bank of France for the week
ended June 1 showed an increase of 527,476,000
francs in note circulation, probably resulting from
the June 1 trade demands. Total note circulation
now stands at 52,328,040,630 francs, against 53,389,-
506,180 francs in 1976 and 43,648,164 065 francs the
previous year. Advances to the State rose 500,000,
000 francs, increasing the total amount to 27,100,
000,000 francs, compared with 36,900,000,000 francs
the same time last year and 25,200,000,000 francs in
1925. Changes in other important items were: Sil-
ver increased 104,000 francs; trade advances, 36,382,
000 francs, and bills discounted 450,731,000 francs.
Treasury deposits declined 128,931,000 francs and
general deposits 182,998,000 francs. Purchase of
gold and silver coins to June 1 under the law of Aug.
10 1926 now total 2,151,621,546 francs, against 2,139,
621,546 francs to May 25. Comparisons of the va-
rious items in the Bank of France statement back to

1925 are as follows:
BANK OF FRANCES CO‘\IPARATIVI‘ STATE\ILNT

111,402,000 118,764,201 114,110,480 127,802.873
42,996,733 65,082,467
73,110,130 69,932,877
27,391,503 21,357,941

atus as
June 1 1927, ./une 2 1026 Junc4 1925.
Francs,

ancs Fra
3,682,607,441 3 684 172,826 3, 682 288 907
1,406,549, 425} 1,864,320,907 1,864,320,907

far Week.
Francs.
Unchanged
4,999,996
4,997

Gold Holdings—
T

Abroad, non-avail.Inc.
Abroad, available-Ine. 462,776,47
5,5651,833,343 §5,548,403,734
344,530,717 335,208,788
Bills discounted. . .Inc. 450,731,000 2.643.659,451 5,713.510,772 5,177, 359 626
Trade advances. ..Inc. 36,382,000 1,630,401,846 2,315,940,352 3,045,300,947
Note elreulation..Inc, 527 476,000 52,328.040.630 53.380,506,180 43,648,164.065
Treasury deposits. Dec. 128,931,000 30,014,058 ,692,108 27,241,759
General deposits..Dec. 192,998, 1000 10,230,993,808 3,105, 541 1632 2,040,401,874
Advances to State.Ine. 500,000,000 27,100,000,000 36,900,000,000 25,200,000,000

5,546,609,815

5,004,993
314,609,341

104,000
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The German Reichsbank in its return for the week
.ended May 31 recorded an increase in note circula-
tion of 527,345,000 marks. Such an increase is cus-
tomary in the closing week of the month. Other lia-
bilities increased 15,279,000 marks, while other daily
‘maturing obligations declined 28,794,000 marks.
Notes in circulation now stand at 3,719,199,000
marks, against 2,877,952,000 marks in 1926 and
2,608,797,000 marks on May 30 1925. The items on
the asset side of the account showed for the most
part decreases. Gold and bullion fell 914,000 marks,
while deposits abroad remained unchanged. Re-
serve in foreign currencies declined 13,708,000
marks, but holdings of bills of exchange and checks
- .expanded 547,735,000 marks. Silver and other coins
decreased 13,258,000 marks, and notes on other Ger-
man banks 16,136,000 marks. Investments remained
unchanged, while advances increased 51,565,000
marks. Other assets fell 41,454,000 marks. Total
_gold holdings now amount to 1,815,555,000 marks,
compared with 1,491,949,000 marks last year and
1,015,661,000 marks the previous year. Below we
give a detailed comparative statement for a period
-of three years:

REICHSBANK'S COMPARATIVE STATEMENT.
Changes for
Week. May 31 1927. May 31 1926. May 30 IQZa
Retchsmarks. Reich ks. Reich ks.
-Gold and bullion 914,000 1,815.555.000 1,491,949,000 1,015,661, 000
“Of which depos. abr'd.  Unchanged 69,126,000 260,435,000 56,486,000
Res've In for'n curr'cy.Dec. 13,708,000 78,553,000 387.531,000 338,553,000
Bills of exch. & checks.Inc. 547,735,000 2,421,341,000 1,244,354,000 1,648,438.000
Silver and other coin..Dec. 13,258,000 97.531,000 98,440,000 65,721,000
Notes on oth.Ger.bks_Dec. 16,136,000 8,568,000 13,005,000 7.236,000
Advances . 51,565,000 71,641,000 86,779,000 27,943,000
Investments Unchanged 92,889,000 89,022,000 200,552,000
Other assets Dec. 41,454,000 444,293,000 517,488,000 963,870,000
Liabllittes—
Notes in circulation..Ine. 527,345,000 3,719,199,000 2,877,952,000 2,608,797,000
Oth.dally matur.oblig.Dec. 28,794,000 699,839,000 578,956,000 581,475,000
Other liabilities Inc. 15,279,000 245,152,000 111,787,000 759,281,000

Assets—

Poirh

The feature of the returns of the Federal Reserve
banks issued late Thursday afternoon for the week
ending Wednesday is a further increase in the hold-
ings of bills and scurities, indicating that further
Reserve credit is being extended at a time when the
most rampant kind of a speculation prevails on the
Stock Exchange. During the past week the addi-
tion to these holdings was no less than $101,287,000,
the total rising from $988 ;510,000 to $1,089,797,000,
and this was on top of an increase in each of the two
preceding weeks, so that at $1,089,797,000 compari-
son is with only $939,724,000 on May 11, an expan-
sion for the three weeks of over $150, 000 ,000. Of
the further increase during the past week $40,577,-
000 has been in holdings of United States Gov ern-
ment securities, every item under this head having
contributed to S\\ell the total, holdings of Umtul
States bonds having risen from $105,173,000 to $116,-
862,000, holdings of Treasury notes from $93,978 ,000
to $120,953,000 and holdings of celtmcateq of in-
debtedness from $122,769,000 to $124,682 ,000. We
stated two weeks ago that these holdings of Govern.
ment securities deserved careful watching, and the
record since then has been such as to confirm the
accuracy of the remark. In the week ending May 11,
when the Reserve Board announced the purchase of
$59,548,000 gold abroad, holdings of Government
securities were reduced from $316,279,000 to $253,.
896,000 and it was reasoned that the Reserve banks
had sold Government securities in order to pay for
this purchase of gold, but since then the Reserve
banks have again been steadily enlarging their hold-
ings of Government securities and now the total is

over $46,000,000 larger even than it was before the
reduction referred to, the total being up to $362,-
497,000.

The past week also the member banks have again
been enlarging their borrowing at the Reserve banks,
the discount holdings having risen from $428,620,-
000 to $496,507,000, though the amount of the open
market purchases of acceptances is somewhat lower,
having decreased from $236,170,000 to $228,993,000.
Gold reserves have further declined, falling from
$3,011,977,000 to $2,993,038,000, while at the same
time the volume of Federal Reserve notes in actual
circulation has risen from $1,705,804,000 to $1,740,-
432,000 and deposits have increased from $2,325,-
562,000 to $2,366,579,000. The ratio of reserves to
deposit and Federal Reserve note liabilities has de-
clined during the week from 78.8 to 76.8%. The
changes in the case of the Federal Reserve Bank of
New York have been closely similar to those for the
Reserve System as a whole. Gold holdings in this
case have increased, so that the decline in reserve
ratio has not been so great, the ratio having fallen
from 84.7% to 83.4%. Federal Reserve notes in
actual circulation for the local bank increased from
$402,360,000 to $421,326,000, and deposits from
$910,393,000 to $954,933,000, member bank reserves
having risen from $883,030,000 to $931,794,000. To-
tal bill and security holdings have increased from
$231,799,000 to $267,202,000. In this case every
constituent item in the total contributed to the in-
crease, discounts having increased from $93,165,000
to $117,127,000, holdings of acceptances from $74,-
323,000 to $75,302,000 and holdings of Government
securities from $64,311,000 to $74,773,000.

In extent of the changes disclosed, last Saturday’s
return of the New York Clearing House banks and
trust companies was one of the most notable ever
issued. The previous Saturday the statement had
shown a deficiency below the required legal reserve

in amount of $21,568,780. Now the Clearing House
institutions showed excess reserves in the large sum
of $70,404,030—a difference between the two Satur-
days of $91,972,810. The transformation was
brought about as the result of the reinforcing of
reserves kept by Federal Reserve members with the
Federal Reserve Bank of New York. This item
showed augmentation in the huge figure of $101,-
837,000. The increase was brought about in no in-
considerable measure through larger borrowing at
the Federal Reserve, as the Federal Reserve state-
ments issued on Thursday of this week make appar-
ent. The loan item of the Clearing House institu-
tions showed an increase of §67,054,000, while de-
mand deposits rose $74,481,000 and time deposits
$3,102,000. In cash in own vaults the members of
the Federal Reserve reported a decrease of $1,236,-
000. State banks and trust companies not members
of the Federal Reserve showed the usual small
changes, namely $256,000 decrease in reserves kept
in own vaults, with $157,000 increase in the reserves
kept by these institutions in other depositaries.

Firm conditions continued to prevail in the New
York money market in the short week just passed.
As in the previous week, the rate for demand funds
ruled steady at 4145%. Renewals on Tuesday morn-
ing were fixed at that figure and calling of loans by
the banks of upwards of $30,000,000 kept it un-
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changed throughout the day despite plentiful offer-
ings. The opening Wednesday was easy, the Ist
of the month payments putting plenty of money at
the disposal of borrowers. Some $30,000,000 mere
of loans were called, and this caused renewed firm-
ness and kept the rate at 415%. The requirements
for funds were more moderate Thursday, but no
change in the rate occurred. On Friday banks
called approximately $25,000,000 and demand loans
held- unchanged. Time money was dull and un-
changed all week. Aside from remewals and re-
placements, little business was done in time funds.
A further jump in brokers’ loans on stock and bond
collateral was reported on Monday in the Federal
Reserve Board statement for New York member
banks. The increase for the week was $33,676,000,
the extent of it surprising many traders, even
though further expansion had been looked for. Stock
market activity, with advancing prices in most parts
of the list, was considered the chief factor respon-
sible for the continued expansion. Some discussion
occurred in Wall Street as to what extent the
Treasury’s offer of a 335% 20-year bond in exchange
for the rest of the Second Liberty 41/ %s means
expectation of an actually easier money market. In
general the point was held debatable.

As for the day-to-day rates, there has been, as
noted above, absolutely no fluctuation whatever in
call loans during the entire week, all loans having
been negotiated at the single figure of 415%. That
was the rate on Tuesday (Monday having been Me
morial Day and a holiday) and it was the rate for
each succeeding day. It was likewise the rate for
renewals on each and every day. Rates for time
loans have also continued unchanged at the quota-
tions of last week Friday—that is, the range re-
mains 434@414% for all periods from 60 days to six
months. Some 30-day loans have been put through
at 414 @435 %.

Commercial paper rates, too, remain the same as
a week ago, the range for four to six months’ names
of choice character being still 4@414 %, with the
inside figure available in the case of exceedingly
choice paper. For names less well known the rate
has been genrally 414 %, with an occasional transac-
tion at 434 %. Very little business, apparently, has
been done in paper. TFor the shorter choice names
the range is usually 4@414%. New England mills
are obliged to pay 474 @4Y%%.

Banks and bankers’ acceptances have likewise
ruled unchanged from day to day all through the
week. Business has not been active. For call loans
against bankers’ acceptances the posted rate of the
American Acceptance Council remains at 4%, the
figure fixed on Tuesday of last week. The Accept-
ance council now makes the discount rate on prime
bankers’ acceptances eligible for purchase by the
TFederal Reserve banks 354 % bid and 314% asked
for bills running 30 days; 334 % bid and 354 % asked
for 60 days and 90 days, and 3% % bid and 334 %
asked for 120 days, for 150 days and for 180 days.
Open market quotations follow :

SPOT DELIVERY.
—180 Days—— ——150 Days—— ——120 Days——
Bid, Asked. Bid. sked.  Bid. sked.

e =Rl Y | 3% 4 3% 3% 3
Prime eligible bills 90 Doy 80 Dayy e 174
" Bid. Asked. Bid. Asked. Bid.  Asked.
Prime eligible bills... 3% 3% 3% 3% 3% 3%
FOR DELIVERY WITHIN THIRTY DAYS.
7ligible member banks
glligble non-member banks

3% bid
3% bid

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 ON ALL
CLASSES AND MATURITIES OF ELIGIBLE PAPER.

Rate in
Effect on
June 3.

Date
Federal Reserve Bank. Established.

Boston Nov. 10 1925

New York. ..
Philadelphia -
Cleveland -

Atlanta_ ..

Kansas City.

OO 1 O DI D
SRR

P e e e e e s

S8an Francisco

Steriing exchange this week has been fractionally
lower again. What business was done last Saturday
was at slightly better figures, and there was a further
trifling advance on Tuesday after the Memorial holi-
day on Monday. Since then the trend has been
slightly downward. But though the decline has been
only fractional rates are so close to the gold import
point that even trifling changes count for a great
deal. The fear of an outflow of the metal is what
is causing apprehension at London. Criticism of
French policy in buying the metal in London and
in New York has been quite free and reports had it
on Wednesday that Governor Normaa of the Bank
of England had conferred with Bank of France
officials on the subject. The Bank of Englanc, in
its weekly statement on Thursday, showed a smalj
gaia in its bullion holdings, namely, £35,643, as
noted above. Yesterday, however. the cable dis-
patches stated that the Bank had sold £500,000 in
bar gold. This followed the setting aside of £750,000
in sovereigns on Tuesday for account of the South
African Bauk, while on the same day also the Bank
sold £81,000 in gold bars and exported £12,000 in
sovereigns to Holland. On Wednesday it released
£500,000 in gold sovereigns to South Africa, besides
exporting £32,000 to India and selling £63,000 in
bar gold. These items are mentioned because they
are so clearly indicative of a constant drain, even
though the Bank showed no loss in gold in its weekly
return. There is at the moment no pressure of
commercial bills on the market, but of course
they are expected later on, though it will be some
time yet before cotton and grain from this season’s
crops will be moving out in volume. At the port
of New York the gold movement, for the week ending
June 1, consisted of gold imports of $3,040,000 (of
which $2,225,000 came from England and $734,000
from the Netherlands), and exports of $288,000, of
which $221,000 went to Mexico. There was no
Canadian movement in either direction.

As to the day-to-day fluctuations, sterling ex-
change on Saturday last was fractionally higher,
with sight bills quoted at 4.85 7-16. On Tuesday
there was an advance to 4.857-16@4.8514. On
Wednesday rates moved a trifle lower with the range
4.8534@4.85 7-16. On Thursday the rate went
down to 4.8514@4.853%, while on Friday the range
was 4.8514@4.85 5-16. The rate for cable transfers
yesterday was 4.85 9-16@4.85%%. Closing quota-
tions were 4.8514 for demand and 4.85%§ for cable
transfers. Commercial sight bills finished at 4.851%,
sixty days at 4.8134, ninety days at 4.79 11-16,
documents for payment (sixty days) at 4.8114 and
seven-day grain bills at 4.847-16. Cotton and grain
for payment closed at 4.851%.
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In the exchanges on the neutral centres of Furope,
the Ttalian lira has been the distinctive feature and a
further substantial rise was established in it. After
the speech however before the Italian Chamber of
Deputies on Thursday of Count Volpi, saying that
stabilization of the lira at its present level was to be
policy of the Italian Government, the lira yesterday
showed a downward reaction. Against 5.46 on
Friday of last week, checks on Genoa on Thursday
sold at 5.6414, but yesterday sales were 10 points
lower at 5.54c. In the case of the other continental
centres, the changes were not very important.
French francs were almost absolutely stable. Greek
exchange was somewhat firmer.

The London check rate on Paris closed at 124.02
on Friday off this week, against 124.02 on Friday
last week. In New York sight bills on the Fiench
centre finished at 3.9114, against 3.9114; cable trans-
fers at 3.9134, against 3.9134; and commercial sight
bills at 3.911%, against 3.9154. Antwerp francs fin-
ished at 13.89 for checks and at 13.90 for cable trans-
fers, as against 13.89 and 13.90 last week. Final
quotations for Berlin marks were 23.69 for checks and
23.70 for cable transfers, in comparison with 23.69
and 23.70 a week earlier. Ttalian lire closed at
5.5414 for bankers’ sight bills and at 5.5434 for cable
transfers, against 5.46 and 5.4614 last week. Aus-
trian schillings have not been changed from 1414,
Exchange ou Czechoslovakia finished at 2.96, es
against 2.96; on Bucharest at 0.6014@0.61, against
0.6115; on Poland at 11.5), against 11.56; and on
Finland at 2.52, against 2.52. Greek exchange
closed at 1.3234 for checks and at 1.33 for cable trans-
fers, against 1.3114 and 1.3134 a week ago.

In the exchanges on the former neutral centres
Scandinavian rates were a trifle lower except in the
case of the Norwegian crown, which moved up 10
points, and Spanish pesetas were also off a few
points. Bankers’ sight on Amsterdam finished on
Friday at 40.02, against 40.02 last Friday; cable
transfers at 40.04, against 40.04, and commercial
sight bills at 40.00, against 39.9915. Swiss francs
closed at 19.2234{ for bankers’ sight bills and at
19.23)4 for cable transfers, in comparison with
19.2334 and 19.2414 a week earlier. Copenhagen
checks finished at 26.71 and cable transfers at 26.72,
against 26.71 and 26.72. Checks on Sweden closed
at 26.76 and cable transfers at 26.77, against 26.76
and 26.77, while checks on Norway finished at 25.96
and cable transfers at 25.97, against 25.86 and 25.87.
Spanish pesetas closed at 17.53 for checks and at
17.54 for cable transfers, which compares with 17.56
and 17.57 a week earlier.

Rates on South American points also moved
within narrow limits, except that the Peruvian

libra advanced several points.  Argentine paper
pesos closed at 42.34 for checks, as compared with
42.30 last week and at 42.39 for cables, against
42.35. Brazilian milreis finished at 11.84 for checks
and at 11.85 for cable remittances, the same figures
as a week ago. Chilean exchange closed a: 11.99,
against 12.01. Peru closed at 3.77, against 3.68
last week.

In rates on the Far East attention was again
focussed on the fluctuation in the Japanese yen.
The yen failed to recover, but on the contrary showed
added weakness. One_element in the depression was
the resignation of the¥Japanese Finance Minister

though this should not have caused surprise, since
it was known at the time of his appointment that
he meant to hold office only temporarily as a public
duty and to help the restoration of confidence. The
Chinese currencies were somewhat higher on the im-
provement in the price of silver. Closing quotations
for yen were 46.12@46.25, against 461{@4634 on
Friday of last week. Hong Kong closed at 49 13-16,
against 49 9-16; Shanghai at 63 K@63%%, against
6254@63; Manila at 4915@49%%, against 4915 @495%;
Singapore at 5614@563%, against 5634; Bombay at
363%, against 3634, and Calcutta, 3634, against3634.

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 RESERVR
BANKS TO TREASURY UNDER TARIFF ACT OF 1022,
MAY 28 1927 TO JUNE 3 1927, INCLUSIVE.

Noon Buying Rate for Cable Transfers to New York.

Country zbnda.’l! onetary, Value in United States Money.
nit.

May 28. | May 30. | May 31. | June 1. | June 2. | June 3.

EUROPE— s $
Austria, schilling..
Belgium, belga. -
Bulgaria, lev..._ i
Czechoslovakia, krone, .0:
Denmark, krone
England, pound ster~4

3
.14068
L1389
.007218
029614
.2671

4.8574
Finland, markka

Hungary, pengo
Italy, lira
Norway, krone.
Poland, zloty.-

0506
006034
1754
2676
1924
017579

Spain, peseta-..--... .
Sweden, krona.
Switzerland, franc...| .
Yugoslavia, dinar-...| .
ASIA—
China—
Chefoo, tael
Hankow, tael
Shanghali, tael
Tientsin, tael 4
Hong Kong, dollar.| .
Mexican dollar-....| .
Tientsin or Pelyang|

11924
017575

Yuan, dollar
India, rupee
Japan, yen ¢
Singapore (8.8.), dollar| .5

NORTH AMER.—|
Canada, dollar 1.000643

.999094

464333
Newfoundland, dollar.| .998063
SOUTH AMER.—
Argentina, peso (gold)| .9628
Brazil, milreis
Chile, peso-.
Uruguay, peso

-5600

000156
999219
464667
997813

.000211
.999406
464500
997875

1199
1.0073

The New York Clearing House banks, in their
nperations with interior banking institutions, have
gained $4,119,507 net in cash as a result of the
currency movements for the week ended June 2.
Their receipts from the interior have aggregated
$4,981,607, while the shipments have reached $862,-
100, as per the following table:

CURRENCY RECEIPTS AND SHIPMENTS BY NEW YORK BANKING
INSTITUTIONS.

Inte
Banks.

$4,981,607

Out of Gaén or Loss
Banks. to Banks.

$862,100/Galn  $4,110,507

Week Ended June 2.

Banks' interior movement.

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 BANK
AT CLEARING HOUSE,

Saturday

. | M
May 28.

onday, Aggregate
May 30.

Thursday,
Jor Week.

Tuesday,
4 June 2.

May 31.

Wednesd'y,

Friday,
June 1. Juns 3.

s I s l s s , s | s ’ s
90,000,000! Holiday [99,000,000!100,000000/116,000.000'105,000 000lCr. 510,000,000

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 ot
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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 Clearing
House institutions, as only the items payable in New York City are represented In
the daily 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:

June 3 1926.
Gold. |

June 2 1927,
Gold. | Stlver.

Lo | £ £ £ £
152,575,883/ 152,575,683(148,772,306 148,772,306
147,300,268 13,760,000161,060,268,147,366,913, 13,400,000 16,0766,913

87,367,000  '994,600| 88,361,600, 53,446,400° 994,600 54,441,000
103,890,000 28,055,000,131,945,000(101,477,000, 26,678,000 128,155,000
46,138,000 3,983,000| 50,121,000( 35,710,000, 3,424,000 39,134,000
34,105,000, 2,312,000/ 36,417,000/ 36,019,000, 2,235,000, 38,254,000
18,292,000, 1,160,000, 19,452,000/ 10,954,000, 3,624,000 14,578,000
18,371,000 2,862,000 21,233,000, 16,757,000, 3,552,000, 20,309,000
12,329,000/ 12,329,000, 12,727,000, 12,727,000
10,706,000, 11,468.000, 11,620,000, 833,000/ 12,453,000
8,180,000 8,180,000 8,180,000, | 8,180,000

Total week|839,253,951| 53,888,600 693,142,551(583,029,6 19, 54,740,600 637,770,219
Prev. week 639,784,308 53,968,600 693,752,908582,855,376 54,501,600 637,356,967

a Gold holdings cf the Bank of France are exclusive of gold held abroad, amounting
the present year to £74,773,036. b Gold holdings of the Bank of Germany are
exclusive of gold held abroad, the amount of which the present year is £3,456,300.
¢ As of Oct. 7 1924.

Banks of-

Total. Silver. | Total.

England . .
Francea._
Germany b

1taly

Netherl'ds.
Nat. Belg.|
Switzerl’d.
Sweden. __
Denmark .
Norway ..

The International Economic Conference
at Geneva.

The International Economic Conference which
met at Geneva May 4-23 had its origin in a proposal
of Louis Loucheur, the French industrialist and
financier, made on Sept. 24 1925, at a meeting of
the Council of the League of Nations. A resolution
presented to the Council on that occasion by the
French delegation, headed by M. Loucheur, set forth
that “economic peace will contribute largely to se-
curity among the nations,” urged the necessity of
“investigating the economic difficulties which stand
in the way of the revival of general prosperity and
of ascertaining the best means of overcoming these
difficulties and of preventing disputes,” and con-
cluded by inviting the Council to consider, at the
earliest possible moment, the expediency of appoint-
ing a Preparatory Commission which, with the as-
sistance of the technical staff of the League and the
International Labor Office, should prepare the
ground for an International Economie Conference.
The proposal was adopted by the Council, and a com-
mission of 35 members, representing both nations
and economic groups, was constituted under the
presidency of M. Ador, former President of the Swiss
Confederation. Illness prevented M. Ador from act-
ing, and the direction of the Commission devolved
upon M. Theunis, former Premier of Belgium, who
also presided over the Conference. The Preparatory
Commission held two meetings, in April and Novem-
ber 1926, and on Dec. 9 the Council approved its re-
port and recommendations. The meeting of the
Conference, accordingly, was preceded by a year of
intensive preparatory work.

Forty-seven nations, including the United States,
Russia and Turkey, in addition to members of the
League, were represented in the Conference, to-
gether with a number of important international or-
ganizations such as the International Labor Office,
the International Institute of Agriculture, the Inter-
national Chamber of Commerce, and the Interna-
tional Co-operative Alliance. Including technical
experts and advisers, more than a thousand persons
were in attendance. The agenda, drawn up by the
Preparatory Commission, was in two parts. The
first part contemplated a sweeping survey of the
world economic situation, embracing the principal
characteristics and problems as viewed from the
standpoints of different countries, an ana]ysis of
the economic causes of “the present disturbed equi-

librium in commerce and industry,” and economic
tendencies capable of affecting world peace. The
second part comprised a survey of a wide range of
topics in commerce, industry and agriculture, among
them tariffs and other obstacles to international
trade, indirect methods, such as subsidies and dump-
ing, of protecting national commerce and shipping,
the condition of leading industries, especially in
regard to productive capacity and output, consump-
tion and employment, and the possibilities of inter-
national action for the improvement of agriculture.

In anticipation of the work of the Conference a
long series of reports and special studies, some of
them elaborate, had been prepared by the Secreta-
riat of the League, in collaboration with economie
organizations and individual experts in.various
countries. The industrial reports dealt with coal,
iron and steel, cotton, natural and artificial silk,
shipbuilding, potash, the chemical and engineering :
industries and a variety of minor industries. To
these were added reports on agriculture, population
and migration, retail price movements, co-operative
societies, tariffs and dumping, and trade agreements
or cartels. Financial and population questions,
however, were not scheduled for separate treatment,
for the reason, as M. Theunis pointed out in his
opening address, that “these questions form an in-
tegral part of the others, and that it would be prac-
tically impossible to study any economic question
of importance without encountering some financial
or demographic problem.” For the consideration of
the business before it the Conference created three
great committees, on industry, agriculture and com-
merce, each of the committees being more or less
elaborately subdivided.

Not even the most enthusiastic supporters of the
undertaking could have expected that the Confer-
ence would be able to reach definitive conclusions
regarding such an imposing array of subjects, not
to mention other topics, such as transportation,
which arose in the course of debate. It was early
perceived that all of the items of the agenda, when
looked at from an international point of view, were
more or less closely related, and after some ex-
changes of generalities the Conference settled down
to a consideration, partly in plenary sessions and
partly in committees, of three matters that appeared
to be of the most immediate importance for Europe,
namely, agriculture, tariffs and tariff administra-
tion, and industrial agreements or cartels. Of the
three, agriculture lent itself least easily to precise
treatment or suggestion, for while it appeared to be -
generally agreed that agriculture had not recovered
its pre-war position, its future was, nevertheless,
bound up with problems of tariffs, transportation
rates, and the movements of exchange, as well as
with wages, population movements, and interna-
tional trade agreements. A demand for systems of
agricultural credits appeared to find much favor
among the European delegates.

On the question of the tariff, the United States
naturally came in for some outspoken criticism. It
fell to Mr. Henry M. Robinson, the head of the
American delegation, to ease the strain by a deft
handling of the American situation. Pointing out
that prosperity in the United States was by no
means evenly distributed, and that such prosperity
as was in general to be found was to be attributed
to “a unified market without internal customs bar-
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riers,” supplemented by technical development, com-
petition, standardization, and satisfactory relations

between employers and workers, Mr. Robinson nev-

ertheless declared that “we are inclined to believe
that trade restrictions between countries in all prob-
ability constitute the greatest present difficulty in
the flow of international commerce,” that “perhaps
worse than the existence of such tariffs is the lack
of any stabilization in tariff conditions,” and that
“continual modifications in tariffs, abrupt changes,
lack of definiteness in classification and terminol-
ogy are more burdensome to commerce than the ac-
tual duties themselves.” Asg far as Europe was con-
cerned, the general tenor of discussion appeared
strongly to favor tariff reduction, standardized du-
ties as far as possible under unstable conditions of
exchange, the removal of vexatious duties or tech-
nical requirements, and, more guardedly, the nego-
tiation of tariff agreements which should secure for
Europe similar advantages in internal trade to those
which the United States, with its special geograph-
ical and political position, enjoys.

There was a widespread belief that M. Loucheur
and the French delegation hoped to obtain from the
Conference not only an endorsement of the general
principle of industrial cartels, but also some posi-
tive action looking to the formation of a group of
great European trusts as a means of resisting the
economic encroachment of the United States. If
such were the hope, it was doomed to disappoint-
ment. The Scandinavian delegates and those from
~ many of the smaller States, together with the repre-
sentatives of labor groups, proved to be hostile to
cartels, Great Britain showed no interest, and Mr.
Robinson said frankly that the United States was
suspicious of all trusts, whether national or inter-
national. Reports of opposition in Germany to the
recently established steel cartel, under which the
German metallurgical industries have found their
trade circumscribed, worked against the French pro-
posals. In the end the matter was disposed of by a
resolution recommending that the League of Na-
tions “should follow closely developments in indus-
trial co-operation, their effects upon technical prog-
ress, development of production, labor conditions,
and the general situation in regard to prices.” In
the view of the committee which framed the resolu-
tion, the good or evil of cartels “arising from eco-
nomic necessity” was not a question to which a de-
cigive answer could be given.

The decision in regard to cartels was typical of
the general conclusions and results of the Confer-
ence. The Conference took no long steps toward the
economic reconstruction of Europe or of the world.
Instead, it served as an open forum for the discus-
sion of economic grievances and proposed remedies,
and for testing the measure of the co-operative spirit
in the States and economic groups that participated.
As such it undoubtedly served a useful purpose, and
did something to clear the ground for more concrete
action later. The debates made it clear that Europe
is still suffering from the effects of the World War,
that agriculture is still backward and in need of
organization, that industrial recovery is still very
uneven, that transportation is still imperfectly co-
ordinated, and that exchange is still an obstacle to
trade. The 11,000 additional kilometres of customs
frontiers which the creation of new States and the
shifting of national boundaries have imposed upon

Europe stand as an indictment of the folly of high
tariffs and burdensome trade restrictions, and the
permanent benefits of gigantic cartels are yet to be
demonstrated. Iortunately for the harmony of the
Conference, politics was excluded, but none of the
delegates would probably have denied that national
rivalries, the fundamental differences between the
Soviet system, in which politics and economics are
inextricably mixed, and the capitalist system of
other States, and the impressive march of Italy un-
der the Mussolini regime, constituted political fac-
tors not to be ignored in any program of economic
reorganization.

The American delegates appear to have acquitted
themselves with credit in what was, in some respects,
a delicate position. They had to defend the United
States against a widespread feeling that America
was unfriendly to Europe, to explain the American
tariff attitude in the face of much criticism, and to
avoid committing the United States to policies or
suggestions primarily of interest to Europe or other
parts of the world. The presence of Russian dele-
gates, taken in connection with the rupture of diplo-
matic relations between Russia and Great Britain,
more than once brought some tense moments, but
the adoption of a conciliatory resolution, to which
American influence is reported to have contributed,
declaring that the participation in the conference of
delegates from all countries, “irrespective of differ-
ences in their economic systems,” augured happily
for “the pacific commercial co-operation of all na-
tions,” left an agreeable taste, and probably insures
the continued representation of Russia if the Con-
ference again convenes. The Economic Section of
the League, it has been announced, will lay the con-
clusions of the Conference before the Governments
represented, with the hope of securing further and
favorable action.

“The Land of the Heart’s Desire.”

Travel to foreign lands begins early this season.
Steamship lines out of New York are booked months
ahead. It is estimated five hundred thousand per-
sons will cross the Atlantic. England and the Isles
will gain in the number of visiting tourists, France
will hold her own, Spain is regaining her former
interest, or so it is believed. The Legion meets in
France in September, the Rotary International in
Ostend in June. Travel to Mediterranean countries
is supplemented by tourist trips to countries of the
Midnight Sun, to the buried cities of ancient civili-
zations, to the interior of darkest Africa, to South
America; and to the South Seas. Arranged tours
offer advantages and accommodations unapproached
in the past. Why this Eastward trend? Thousands
go back to the land of birth, drawn by the ties of
blood, hungering for the scenes of an earlier life,
though a less prosperous one. Others seek the reali-
ties of ancient history; of old and new architecture
and art; more liberal ways of life; the lures of
pleasure, fashion, ease; the tang and thrill of for-
eign languages and the change that conduces to
health and education.

“Wanderlust” now capturing the American is not
a new thing. He has always had it. It carried him
across his own continent in search of discovery,
adventure, wealth and a home. Beginning with the
ox team of the Forty-niner, fevered by the Home-
stead Act of 1860, augmented by the building of
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canals and railroads to the Western coast, it has
served to people a domain vast in extent, rich in
resources. And now that the “circle is circled,” that
valleys are cultivated and the mountains climbe,
the natural reaction carries these hundreds of thou-
sands to London, Paris, Athens, Rome, and to the
home scenes of that European ancestry from which
Americans derive their origin. What is this “wan-
derlust”—it is the exercise of freedom, the search
for beauty, the love for knowledge, the lure of na-
ture, and the magnetism of shining cities, tumultu-
ous oceans and calm seas, strange races, and the
“mysteries of long buried centuries! With wealth
and leisure, culture seeks its own wherever it may
find it. Ours has grown to be ‘“the richest nation
-on earth.”

But European travel is for the fortunate few; not
yet for the yearning many. If half a million sail
the seas this year, five millions will travel at home.
A territory, three thousand miles east and west by
two thousand north and south, invites to a change
in natural scenery unrivaled upon the globe. Cities,
towns, plains, prairies, mountains, deserts, valleys,
rivers, forests, lakes! Where else, under the secu-
rity of one law, the satisfaction of a common lan-
guage, and the protection of a single Government,
is there afforded such an opportunity for travel?
Lay the map down upon other sections of the globe.
There is none. Against the pent peoples, the ancient
history, the culture of accumulated centuries, place
the free and open spaces of this new world, the
health-giving qualities of its varied climate, the tre-
mendous power of its clustered factories, the pro-
duction of its fertile farms, the charm of its ever-
changing scenery, and the invitation of its coast line,
all under the favoring sun of a temperate zone!

And yet town dwellers are as ignorant of their
own section as city dwellers are of their own city.
One can ‘““travel,” the fact is often told, for six
months in the city of New York and then “not see it
all.” Who knew, save those of the nearby South,
until this great flood of the little parishes in Louisi-
ana where only French is spoken? Florida and Cali-
fornia have been exploited and visited by large num-
bers, how many have explored the huge State of
Utah with its truly marvelous resources? In the
Ozarks of Missouri there is what we may term “a
bit of rough country” destined to become an all-the-
year-round resort of soothing climate and pictur-
esque charm. And so one might offer examples from
all the four points of the compass. The hills of Ver-
mont, the plateaus of Texas, the mountain scenery
of Colorado, the tumbled rockbound deserts of Ari-
zona, the “blue grass” vales of Kentucky. Not a
State without its interest, not a locality without its
history, not a scene without its romance.

All this is free to everybody. Two hundred and
fifty thousand miles of railways are at the service
of the traveler. And State and transcontinental
concrete highways throughout a large part of the
country add to the ease of communication. One use
of the automobile, to which no one objects, is lei-
surely and orderly travel to “points of interest” in
this broad domain. There may be changing lights
and colors to be seen from steamer’s deck, but the
panorama from the car window of a Pullman never
ceases to excite wonder and admiration; even the
monotony of the desert yielding something new with

Crumbling marbles of ancient

every passing mile.

‘beyond comparison.

splendor, century-old cathedrals of sacred memories,
triumphal arches of military renown, the archaeol-
ogy of forgotten tombs and vanished temples, these
make up a part of the interest of foreign travel. But
the redwood giants of California, the rugged heights
of the Rockies, the green banks of thousands of miles
of interior rivers, the gentle slopes of the Allegha-
nies, the midnight fires of flaming factories and the
sun-warmed vales of inviting farms, these are nearer
to the souls of living, aspiring men. To-day is more
important than yesterday. To-morrow and to-mor-
row stretches forever in advance of nation and peo-
ple. “See America first,” may be a catchword for in-
terested advertisers. But only those who know their
own land can appreciate the powers and potentiali-
ties of other lands. European and English visitors
marvel at our towering cities, our vast spaces, our
tumultuous populations, they little sense the confi-
dence and calm which lie behind our activities. Nor
do we, when we allow a natural pride in the peculiar
advantages of locality to grow into the envy of sec-
tionalism.

If, then, we may well travel abroad to study art
and architecture, we may travel at home to study
nature and industry. There are millions in the
valleys of the Mississippi who have never crossed the
Alleghanies into the land of factories that are touch-
ing far continents with their educative influence.
There are millions along this stretch of the Atlantic
seaboard who have no conception of the extent, po-
tentiality and productive power of the great interior
of our common country. Publicists, watching the
trend of economics and politics, seem to forecast a
new cleavage, a new sectionalism coming in which
the farm will battle with the factory. It may be so.
But the mineral and agricultural resources of this
valley of the Mississippi, practically inexhaustible,
are uniting, and the consequent wealth and inde-
pendence are predestined. Travel will tell the story.

Travel will unite the two sections in mutual re-
spect and amity. And while the benefit of personal
venturing to other climes lies largely in that it is of
our own choosing, we lose none of the benefits of
change, the knowledge of nature and man, the inter-
est and charm of exploration, the wisdom of things
and thoughts, when we travel in our own country.
For lines of history converge here and the influences
of races, nations, histories, are found in our own
hamlets and in our own developings. Composite of
all the past, earnest of all thefuture, is this homeland
of which we often boast and of which sometimes we
know so little. Preparation for and costs of this
travel are small in comparison to sojourns in Africa
and South America, and even Asia and Europe. Yet
the yield in ethical, civic and political benefits are
An incomparable system of
railroads that brings us products from home lands
we have never seen will carry us to them,

Traveling at home, we are not bothered with pass-
ports. Contrasts in manners and customs, in cos-
tumes, in ceremonials and governments, we do not
find as in Burope. But in so great a territory as
ours we do find differences in mental attitudes, in
political, economic and social thought. Just as cli-
matic influences cause dialects in language, so phys-
ical environment affects the interests and thoughts
and desires of widely separated sections of our coun-
try. Yet we are all one in aim and purpose. Whether
in San Francisco, St. Louis, New York, Detroit or
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New Orleans, our proudest boast is “I am an Ameri-
can”! In the old sense our West is no longer wild,
our East is no longer exclusive. Travel knits us to-
gether. It inculcates a common patriotism. It in-
duces a wide tolerance in opinion. It levels down
the personal differences due to vocations, interests,
localities. We gain a new perspective. We find
there is much to learn of our fellow citizens wher-
ever we may go.

No class, section or industry knows all, does all,
or possesses all. To see with other eyes than our
own is to attain a new outlook on life. If mountains
make men, valleys mature them. Political inspira-
tion and aspiration, directed toward a unified Gov-
ernment that recognizes and protects local self-gov-
ernment, unites in civic devotion, economic unity
and brotherly love. TForty-eight States, with pecu-
liar resources, with kaleidoscopic scenes, with va-
ried racial strains, historic memories; great cities
with varying wealth, commerce and populations, and
world contacts; invite us to study and contempla-
tion. To make the grand tour of the United States
is an education that flowers into national unity,
character, contentment and peace. And though we
may wander far in miles we are never outside the
good-will of our fellows and we come back home con-
scious we have never been out of the Land of Heart’s
Desire!

National Misunderstandings and the Situation
To-day.

Misunderstandings between nations as between
individuals are disturbing and may be destructive.
They thwart good-will, impede intercourse and un-
less removed provoke strife. Of this there is abun-
dant evidence.

The fact that, despite persistent effort and many
cases of individual adjustment of international dif-
ferences, it can be said that “from 1919 and Ver-
sailles, to 1923 and the Ruhr, Iurope had marched
steadily toward economic and political disintegra-
tion,” is sufficient evidence that there were then
underlying causes of opposition which were not in
the way of removal. In the winter of 1923-24 Liber-
alism throughout Europe awoke, and in an aggres-
sive mood. Increasing international intercourse
was producing increased irritation. Criticism be-
came denunciatory over Governmental failure. Eco-
nomic ruin was threatening everywhere. The peo-
ples of France, Belgium and Britain who had in 1919
coupled their demands for peace with insistence
upon immediate material gain were at last weary of
the results. With the occupation of the Ruhr the
passions of the war seemed to continue unabated.
There was nowhere in Europe any surviving illusion
of victory. Britain faced industrial overthrow,
France confronted possible bankruptcy, Germany
was broken as no modern State had ever been, Ita]:v
had turned to a dictator, and half a dozen small
States were in confusion,

The statesmen who had arranged the Conferences
of Genoa and Cannes and the seizure of the Ruhr
were discredited. TIn each case the opposite of what
was expected had in fact happened. Diverse as were
the situnations, the leaders had failed to appreciate
the difficulties to be encountered and bore witness
to the existence of a common condition of mutual
misunderstanding, and were compelled to give place
to successors who were in turn surprised at the

course of events. Ramsay MacDonald, for example,
called to be Prime Minister in December 1923, said:
“Until there is a state of mind in FEurope in which
doubt and suspicion are abated it is useless to dis-
cuss details of policy. Under such circumstances
discussions become mere battles for points.”

This is the situation which has called out two
books by able writers to impress the continued exis-
tence of the state of mind which is its chief cause.
The one* by Frank H. Simonds, an experienced
writer and historian, and a leading correspondent
at the Peace Conference, is a detailed and rapid re-
view of the misunderstandings prevailing in the dif-
ferent nations; the other, a collection of articles on
“Understanding America,”{ contains two important
chapters in which the author reinforces Dr. Si-
monds’s conclusions in even more emphatic terms.
Joth books are readable and valuable for accurate
knowledge of the economic and financial, no less
than the political situation. But we must confine
ourselves to the account in the Simonds book of the
special problem as it exists in comparatively per-
manent form in the leading countries.

America on entering the war created a new situa-
tion; she held the winning hand at the conclusion
and the determining one for the future. In previous
great wars terms of peace were arranged by men
who knew perfectly existing conditions in the na-
tions involved. The nations were to continue to exist
and their permanent acceptance of the conditions
would depend on their subsequent view of the terms.
In 1919, on the contrary, when America asked no
compensation either for the cost of the war or for
reparations, and presented a new plan for the rela-
tion of the nations in the future, she was expected
to be the one State primarily engaged to support the
plan and, naturally, to maintain an armed force in
Europe to enforce it. When, therefore, America re-
fused to ratify the treaty and turned away to leave
Turope to herself, Europe felt betrayed. The heavi-
est burdens of the treaty were thrown back upon the
European States and they have had to carry them
ever since. These terms were the direct opposite of
those which in the past would have been made, who-
ever won, had not America come in, for Europe had
learned that arbitrary and destructive terms at the
close of a war would surely prove injurious to the
victor.

The attitude toward America to-day is not due to
the specific terms of the treaty so far as they are
military or territorial, or even reparational; these
are in various degree in the way of adjustment. It
is because of the spirit of the treaty. This made it
intolerable to the German people. It seemed to them
a studied plan to plunder and destroy them under
pretext of moral guilt. Locarno sought to abolish
the moral assumptions and to exorcise the spirit of
Versailles; and people in all lands were ready to
believe that only the narrow and vindictive views of
statesmen had interfered with the conciliatory peace
which all desired. All had demanded a moral sen-
tence upon the recent enemy, but now the public saw
that while the British demand for excessive repara-
tions meant ruin for the British people, and France’s
demand for special security insured constant dan-
ger, and Italy’s demand for Fiume created a peril
of war which did not disappear, the guilt clause in

*“How Europe Made Peace Without America.” Double-

day, Page & Co.
1*“Understanding America.”

F. H. Simonds.

Langdon Mitchell. George H. Doran & Co.
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- the treaty as a basis of policy had made German re-
sistance inevitable. The guilt clause was firmly up-
held in America, and subsequent troubles were
thought to be due to errors and evils peculiarly Eu-
ropean, but America’s concern was not over Ger-
many’s guilt so much as it was for her own freedom
from European entanglement and exemption from
European responsibility, which had now come to be
emphasized.

How far national misunderstanding had prevailed
is illustrated when one turns to individual nations.
France’s violent fluctuations of public feeling, for
example, have been hard to understand. Her rela-
tions with England during the war were most inti-
mate. Britain gained colonies, ships and property
from the war, while France’s financial resources and
her credit were exhausted. When she saw repara-
tions about to be revised at French expense while
the proceeds were to go to her Anglo-Saxon allies
who refused to guaranty her safety, still imperiled
by Germany’s attitude on disarmament, she took
matters into her own hands.

In connection with the Washington Conference, it
may be accepted that the impression made in France
that there was a deliberate purpose to take advan-
tage of France by the action of the United States
and Britain was not at all intended. It was ex-
plicable on both sides by the existence of certain
presumptions and misapprehensions. Certain small
details in ship limitation introduced in the interest
of peace brought on conflict with Germany through
the arousing of anger in France. It was sufficient
to drive out Briand and put Poincare in office to
resort to force; and the Ruhr was occupied as the
only safety for France.

As to the complications of opinions and feelings
that continually arose in France, Clemenceauw’s
phrase is suggestive. He is himself supposed to have
held to the end one vindictive purpose. “Briand,”
he said, “knows nothing and understands everything.
Poincare knows everything and understands noth-
ing.” So much for French change of feeling and of
Government.

Britain’s situation was largely that of all the
European States except that it was more costly.
She depends upon uninterrupted trade; without
trade adequate for the purchase of sufficient food
her people would starve. After the war she faced
growing difficulties both from internal trouble and
foreign competition. Birmingham, Manchester and
Liverpool became her devastated regions, and Lon-
don to-day finds her position as the metropolis of
world business shifting to New York. War would be
her destruction. Her situation is peculiarly intri-
cate and she is driven to endeavors which are sure
to be misinterpreted, as have been her efforts in debt
settlement, both as debtor and as creditor. The Bal-
four Note is an illustration. When the Harding
Administration insisted on the funding and paying
of the debts incurred in the United States by the
Allies, Britain, through Lord Balfour, notified the
European States that while she would prefer a pol-
icy of general cancellation as she had said, the
American demand compelled her to withdraw that
proposal, and that she would restrict her claims
upon her allies and Germany to what would just
meet the American claim on her. The hope was for
a general cancellation, as was widely anticipated in
Burope. The immediate effect, however, was di-

rectly the opposite-of the intent. Resentment was-
everywhere aroused. Those who had favored can-
cellation and those who had insisted upon full pay-
ment were alike angry, and cancellation ceased to be-
for years a possibility. British and French disagree-
ment over the German situation arose, and the Lon-
don Conference over the debt question and repara-
tions broke up. America saw Europe increasing
military preparation and seeking remission of debts
to that end. That thought put a stop to any idea-of
cancellation.

Instances of misunderstandings among the smaller
States are numerous. Their attitude toward the:
United States has undergone sharp changes, as has
that of the larger nations. America is felt to have:
restricted Europe’s victory, and subsequent disap-
pointments are naturally charged to her. As hopes
turned from time to time in one direction or another
only to be disappointed, what was more natural than
that each new disappointment should give the lie to
America’s claims to possess higher moral stand-
ards, and that she should be regarded as a very un-
reliable and perhaps in reality an unnecessary re-
course?

The outcome is that the experience of these late-
years shows that whatever may be the economic and
financial situation of a State or a people its right
understanding and its consequent mental and moral
attitude are always fundamental factors in the prob-
lem; and there is no more urgent task before those
who would lead the nation than to strive to secure
this better understanding.

Progress is now making. Last year for the first
time since the war German students and scholars
appeared in Paris and French in Berlin; commer-
cial cartels are extending beyond State boundaries.
A new idea has laid hold of men’s imagination, and
a new conception of political relations has become
practical. Nationalism is accepting it; and a true
Liberalism is finding its strength in believing that
good-will in the long run is more effective than
force. France’s outburst of traditional good-will
toward America in her demonstration over Lind-
berg is better promise for the peace of the world
than Mussolini’s desire for a standing army of
5,000,000 men in Italy.

Selective Advertising.

Attention is again being directed to quality in
advertising. There is no doubt that great waste
exists -in broadcasting advertisements where they
can do no good. Bankers find it profitable to en-
courage small depositors for the sake of the patrons
they may become; but the advertiser, though he
may do this incidentally, cannot wait indefinitely
for his customer. He must have his patrons, and
have them quickly and in season. Even so, the qual-
ity of his advewrtising is of two kinds—the quality of
his copy and the quality of its medium. For many
years great stress has been laid upon the quality of
copy. Ad writers have developed a skill and tech-
nique that approaches a science. Naturally, they
have exploited their own work—its conciseness, apt-
ness, persuasiveness. “It pays to advertise” has
become trite as a motto. It has heen proven.

Notwithstanding, there remains much to be said
upon the kind of copy that is educative and convine-
ing. Copy that convinces, it is being realized, how-
ever, is not necessarily the kind that is spectacular
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rather than earnest and sober. While it is necessary
to fix the attention, it is more necessary to hold it.
Especially is this so in a time of constant change and
desire for excitement in life. Newspapers and jour-
nals are now the accepted best mediums. Various
in their kind and conduct, they still recur constantly
and impress by reiteration. From daily tabloid to
monthly magazine they serve to familiarize the
reader with the reasons why. Announcements of
new goods placed upon the market are imperative,
but a recurrence to the reasons why are quite as
necessary. And whether it be bonds and stocks,
merchandise, or manufactures, to fix the attention
by consistent recurrence to the qualities of these
wares is important. Herein there is room for qual-
ity in the copy. To persuade is not always to con-
vince. A fair, sober, earnest statement of quality
requires study of the underlying reasons why pur-
chase is desirable and beneficial.

Just here enters the quality of placement. And
gince sober treatment does not require special skill
in multum in parvo writing a study of readers is the
key to correct placement. This carries us into a
careful study of the character of the medium. The
daily newspaper has one advantage in that it reaches
a general public including those who are natural
buyers and those who are only possible or potential.
It may be questioned whether for this very reason
it does not lose somewhat in impressiveness of the
right readers. There are so many newspapers that
unless the field of circulation is determined by the
purpose and character of the publication, outside of
its commercial aspects, it becomes difficult to deter-
mine whether or not a sufficient number of readers
are probable buyers. The ideal advertising medium
reaches the largest number of those who require, in
the nature of things, the objects or products adver-
tised. This is proven by department store adver-
tising. These mercantile establishments supply
practically everything to everybody. And they are
therefore amply justified in employing the pages of
high class daily papers.

But it is just as true that specialized advertising
in stocks and bonds be placed in journals which
reach a class of readers able to buy. Thus, narrow-
ing the width of the circulation may increase its
returns in proportion to costs. Here, too, the qual-
ity of the medium, its standing in the business and
economic world, gives a key to the ability of its read-
ers to purchase. Iew study finance who are not in
the market for investments. With the steadily
growing number of investors in all parts of the
United States, the quality and standing of the ad-
vertising medium increases in power, though in com-
parison with general circulations it diminishes in
the number of readers. The bond salesman seeks
out those in the community who are able to buy;
and he revisits them at more or less regular inter-
vals.

If we may do so without invidious comparisons,
and none are intended, and we think there are none,
we may dwell a moment upon the quality of the
medium for financial advertising. Selective adver-
tising here is of two kinds. One reaches a special-
ized public first, and a secondary public made up of
those who are dependent upon and grow out of the
first. For example, all banks, large and small, are
interested in bonds, and through them their custom-
ers are interested. The weekly financial journal

thus becomes a book of reference. The daily news-
paper precedes it in its appeal, but is more diffu-
sive, and is lacking in permanency of form. Like
the snows of yesteryear, it.is here to-day and gone
to-morrow. - So rapidly do the demands upon its
space come that it cannot reiterate. We are speak-
ing now of course of its financial advertising.

On the contrary, in the compact and enduring
form of the weekly financial journal there is not
only room for reiteration but there is opportunity
for reference. Quality is thus as important as quan-
tity. The specialized financial journal is not
crowded with non-financial, non-commercial, news.
It has space for the reasons why. It can be referred
to again and again. It can be bound in book form.
If it has earned a high standing it can be relied on
not only by its first-hand subseribers but by its
secondary readers. Year by year it becomes a com-
pendium of financial history, a record of commer-
cial advance. If it advertises a bond or a bond
dealer it takes on the form of a permanent directory.
Publishing weekly records of prices in stocks and
bonds it offers statistics of comparison not other-
wise afforded, for the issues can be preserved from
year to year. The value of this quality of compari-
son cannot be too strongly emphasized.

Again we must be absolved from invidious com-
parisons. The bond salesman is interested in the
sale of particular issues of bonds and stocks. He
would not be employed were he not. The financial
journal is interested in the sale of no one stock, but
in the sale of all reputable stocks and bonds, which
it presents to readers impartially. Now, there are
tens of thousands of small investors and the number
is constantly increasing. These, whom we term
cecondary readers, have a direct interest in finan-
cial news. They are increasingly subscribing to
specialized financial journals. The bond salesman
whose work is necessary and whose place is estab-
lished, is not an authority on the trends in the com-
mercial and financial world. He knows his business
but not all business. In his visits, less frequent
than those of the weekly journal, he has not time to
explain, to recount, or to indicate. He and his em-
ployer know because they read and study many jour-
nals. The local banker and broker know for the
same reason. We use the word “know” in a modest
sense. But the secondary reader, the individual sub-
scriber, comes directly to first-hand information
through the quality of this weekly medium. -He can
educate himself, and does. His yearly subscription
may seem large for a journal. But he comes in con-
tact not only with financial houses and dealers, he
comes in contact with their specialized products.
He can study not only new issues but old ones as
well. More than all, the selected news presented
bears on his purchase, however modest that may be.
The general knowledge of prices, conditions, tenden-
cies, comparative values, changes in methods and
forms, is constantly before him. Not only does the
dealer in credits advertise to his own advantage, and
the underwriter announce his syndicate dealings,
the reader, who, to some extent, is a potential buyer
or investor, is amply informed.

In every weekly financial journal there is room
for specialized bond and stock advertising on the
“follow up” principle. It serves to fix in the mind
of the reader, first the name of the dealer and the
principal business thereof ; second, the appeal of the
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particular offering when new; third, the compara-
tive place in the investment list of a bond or stock,
according to its value and worth in the industrial
geography of the country, at any and all times. The
country banker, the executor of a local estate, the
retired man of means, if the amount involved be no
more than twenty-five or fifty thousand dollars, is
more and more turning to stocks and bonds to keep
funds earning something. If he must rely on daily
market quotations of the Exchanges he recognizes a
certain speculative influence. What he wants (the
country banker less so than the others) is knowledge
of the underlying reasons for worth and value inde-
pendent of the market indications, for his invest-
ment tends toward permanency. Neighborhood farm
loans are being superseded by the activities of the
land banks. He has few remaining outlets.

While quick absorption is the object of a syndi-
cate’s announcement, the small investor, for a part
of his funds; is interested in the educative value of a
recurrence in the advertising field of a stock or bond
with its normal appeal. Stocks and bonds that
immediately upon issue disappear from view save in
the skeletonized lists of dealers (and sometimes
these are still in the hands of dealers and undi-
gested) can be revived in popular interest, can be
resold, can be traded in to the enhancement of price,
by specialized “follow up” advertising setting forth
the place of the company in the active industrial
field, and the general conditions in which the plant
operates and the sure and safe place for this is in
the ample spaces of the weekly financial publication.

The country banker who keeps on file bound copies
of a financial journal of this sort for reference, aids
his customers and his bank. Inquiry shows that his
customers of means continually consult it as a com-
mon text book. In time they become subscribers in
their own behalf. Thus they broaden their vision of
the investment field, increase and emphasize the
need of the local banker as an intermediary in pur-
chase and sale, confirm the valid arguments of the
visiting salesman—largely so when the bond or stock
has the continuing space commonly afforded to prod-
ucts in the mercantile and manufacturing field. In
a word, in the increasing volume of capital through-
out the country the bond and stock have become ar-
ticles of consumption, and necessities to the indi-
vidual of means looking for safe and sound invest-
ments. And therefore each becomes worthy of hav-
ing its merits stated and reiterated in the pages of
high class and impartial, disinterested financial
Journals of a type that can be read and referred to
from week to week and from year to year.

There is no apology on the part of the journal for
seeking this kind of advertising. It is a legitimate
means of encouragement to the people at large to
save, and by investment increase earnings. It tends
to prevent the losses occurring through yielding to
the importunities of those who purvey fly-by-night
and worthless securities. And if the journal, in ad-
dition to its multiform activities in presenting the
general financial news and the specialized “reasons
why” for the appeal for investment in particularized
stocks and bonds, publish the annual reports of com-
panies these are confirmatory in character.

There is no more important change in the invest-
ment field than the increase of individual investors
since the war. Under the debt retirement policy of
the Government the United States bonds are being

rapidly called and retired or refunded at rates of
interest acceptable only to the large banks. To
reach these holders, to absorb the normal savings of
the country, advertising must take on a definite pur-
pose, must reach the banker and broker and at the
same time the individual. A large issue of any se-
curity by a leading industry becomes a fixture in
the financial world, worthy of being regarded as an
event and as an opportunity, and a subject of recur-
rent advertising in a journal that is an authority in
its field, selective advertising in specialized me-
diums reaches buyer and seller, wholesale and retail.

Artificial Gold Reserves and Federal Reserve
Policy.
[Editorial from New York ‘“Journal of Commerce,” May 28.]

Just what is a bank reserve? There is a difference of
opinion on this subject among writers on banking, but it has
remained for our Washington authorities to develop an even
more confused condition than had previously existed. About
two weeks ago it was announced that some $62,000,000 of
gold which had been acquired abroad would not be shipped
to this country. This was followed by a statement from the
Secretary of the Treasury that the failure to ship was due
to a desire to save freight, insurance and the like. Now it
appears that the Bank of France has purchased from the
Federal Reserve Bank about $40,000,000 of gold which has
been “ear-marked” here in this country with, no doubt, the
same desirable effect in saving money.

All this is very interesting from the standpoint of what
is called economy and efficiency, The main interest in the
subject is found elsewhere. As a matter of fact the real
question to be studied is the effect of these transactions
upon the reserve situation. It was the ruling of the Re-
serve Board a few years ago that gold ear-marked in an-
other country was not to be regarded as “readily avail-
able” and that therefore such gold is not to be counted as
reserve. Of course, gold that has been ear-marked for
another holder is gold that has practically been parted with
and is merely warehoused in the vaults of the Reserve
banks. So it follows that what we ear-mark for others does
not count in our reserve, while what others ear-mark for us
is similarly not to be counted. Either way wa succeed in
cutting our reserves and hence in showing a smaller “ratio.”

Some years ago it was the policy of the Treasury De-
partment to “conserve gold.” A man who had to have a
Federal Reserve note redeemed at a Reserve bank was led
about through different floors and elevators until he got
tired of it, but he seldom succeeded in converting his note
into gold. Then a good while after the war was over an
Assistant Secretary of the Treasury began to fear that the
great accumulation of gold in Reserve banks would tend to
bring on what he termed “inflation” or would stimulate
“red” agitators in some way. Accordingly he asked the Gov-
ernors of Reserve banks to begin paying out gold whenever
they could. ITven gold certificates were to be forced into
circulation, and within a year or two the Secretary of the
Treasury announced officially in one of his reports that the
policy had been successful in driving a large sum of gold
out of the vaults. Two years ago there was a great deal of
self-complacency in official quarters over the fact that the
gold current had turned, and that we were now exporting
in excess of what we imported. Since Jan. 1 all this satis-
faction has been reversed and gold has been moving into the
United States very steadily. Thus finally we have come
to the point where we keep a good deal of the gold off our
books, so that although we “control” it and it adds to our
“strength,” it does not count as an addition to our reserve.

This does not seem like a very constructive or forward-
looking gold policy. Our authorities in Washington are
correct in their opinion that we have too much gold—a good
deal more than is wholesome for us—and that we ought to
try to get rid of it. But the reason why we ghould get rid
of it is simply found in the fact that other countries nead
it. Merely to dump it overboard in mid-ocean would not
help matters, nor is it of much greater advantage to accept
the title to the gold, but keep it off our bank books as we are
doing,

Why can we not get this gold question carefully studied
and analyzed with a view to changing our Federal Reserve
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policy in regard to the metal, and so far as necessary, our
national policy as regards balances of trade. We have great
sums due as a result of our heavy export balance as well as of
the constantly increasing claims we have accumulated in con-
sequence of former loans. If the loans are good, these claims
will go on getting larger and larger, and the gold problem
will continue to present itself in an aggravated form, When-
ever we take gold away from other countries we lessen the
probability of their getting back to a legal gold standard at

some early date. This is not a wise thing to do, but quite
the contrary, from the standpoint of general world policy.
From our standpoint it is almost suicidal, and if we shonld
continue to absorb gold as we have been doing we may well
expect the demonetization of the metal by countries which
teel that for them to recover it in any early furure is oui-
side the range of probability.

The subject needs much more thoughtful study than it
has been getting.

Examiner’s Report Recommends Denial of Request to Consolidate Units
of New York Central System—Says Plan Is Not in Public Interest

On the ground that proposals for railroad consolidations
should not neglect provision for including appropriate con-
necting short lines, Examiner Ralph R. Molster for the
Inter-State Commerce Commission, in a report to that body,
and made public June 2, has recommended that the Com-
mission deny the application of the New York Central RR.
for authority to acquire control by long-term lease of the
properties of the Michigan Central and “Big Four” rail-
roads, which it already controls by overwhelming stock
ownership. This was a point given consideration by the
Commission in rejecting the Nickel Plate and Loree consoli-
dation proposals, but it was not all-controlling ineither.
The Nickel Plate and Loree plans were rejected primarily
on the financing program, the Commission emphasizing the
failure, in its opinion, of the Van Sweringens and L. F. Loree
to take care of the minority interests.

The Examiner’s report will be the subject of argument
before the Commission at a later date.

The text of the findings by Examiner Molster follows:

Proposals as Outlined in Applications.

By applications filed on Jan. 29, the Cleveland Cincinnati Chicago &
8t. Louis Railway Co., hereinafter called the Big Four, and the New York
QOentrail Railroad Co., hereinafter called the New York Central, carriers by
railroad engaged in the transportation of passengers and property subject
to the Inter-State Commerce Act, have presented related propesals for the
Commission’s consideration and determination under certain provisions of
the Act.

The Big Four asks authority under Paragraph (2) of Section 5 to acquire
control, under lease, of the railroads and properties of the Cincinnati
Northern Railroad Co. and of the Evansville Indianapolis & Terre Haute
Railway Co., hereinafter, respective ly, referred to as the Cincinnati North-
ern and the Terre Haute. The application of the Big Four is recorded in
Finance Docket No. 5688.

The New York Central's application, recorded in Finance Docket No.
5690, is for authority under Paragraph (2) of Section 5 to acquire control,
under lease, (A) of the railroad system of the Big Four including (1) railroads
and properties now controlled and operated by that company under lease or
otherwise; (2) the railrcad and properties of the Cincinnati Northern and
the Terre Haute proposed to be leased to the Big Four; and (3) the railroads
and propertics of the Peoria & Eastern Railway Co. and of the Kankakee
& Seneca Railroad Co., which properties are proposed to be transferred, by
the propesed lease, to the New York Central for operation in conformity
to certain contracts of the Big Four relating threto; (B) of the milmazl
system of the Michigan Central Railroad Co., hereinafter called the Michi-
gan Central, including railroads and properties controlled and operated by
that company under lease, or otherwise; and (C) of the railroad and proper-
ties of the Chicago Kalamazoo & Saginaw Railway Co., hereinafter called
the Kalamazoo.

Request is also made in both applications for authority under any and
all other pertinent provisions of the Inter-State Commerce Act to enter
into the proposed indentures of lease, to exercise the rights therein granted
and to assume and carry out the obligations and agreements therein con-
tained. The duty of determining authority necessary to be obtained
from the Commission devolves upon applicants and can not be shifted to
the Commission.

The proceedings instituted by the filing of the applications were consoli-
dated by an order made by the Commission on Nov. 18 1926.

Governor of Ohio and Others Enter Protest.

The Governor of Ohio has entered protest against the application recorded
in Finance Booklet Bo. 5690 unless the Federal Valley RR. Co. is taken
over by the New York Central. The Public Utilities Commission of Ohio
intervened on behalf of the people in the territory served by the carrier
first named. No representations have been made by other public authori-
ties.

Written protests’ have been received from holders, and persons repre-
senting holders, of securities considered to be affected by the proposals
of the applicants. Various parties have been permitted to intervene.
These interveners may be classified generally as carrier companies owning
and operating relatively short lines of railroad, minority stockholders,
and labor, industrial and commercial organizations, having interests in
Athens and Morgan Counties, Ohio, and will be referred to, by classes,
as the short lines, the minority, and the Ohio interests, respectively. The
minority are the protective committee of the Cleveland, Cincinnati, Chicago
& St. Louis Railway Co. common stockholders and the New York Central
Securities Corporation, and will be respectively referred to as the protective
committee and the securities corporation. The minority ask that the
application of the New York Central be denied.

A hearing was had at Washington, D. C., beginning Jan. 11 and con-
tinually daily thereafter to and including Jan. 15 1927.

Purpose of Proposals to Have One Strong Unil.

It was testified on behalf of the applicants that the railroads of the New
York Central, the Big Four and the Michigan Central comprise the major
portion of the system known as the New York Central Lines. The proper-
tles!ol‘ these three carriers are operated as separate units, but the companies
are under common control. "While such control has enabled some progress

to be made in the unification of terminals and co-ordination of operation,
the necessity of protecting earnings of each carrier prevents further unifi-
cation and co-ordination. The purpese of the proposed leases, it is stated,
is to bring about handling of the properties by one strong operating unit.

Consideration of terms and conditions of the proposed leases, as well as
contentions as to possible applicability in the premises, of Ohio statutes
and provisions of the collateral trust indenture, is unnecessary in view of
the conclusions recommended in this report.

Concerning the contention of the securities corporation with respect to
the jurisdiction of the Commission, it seems necessary only to refer to many
other instances in which the Commission has held that centrol effected by
means similar to those here proposed, did not constitute consolidation of
the carriers involved into a single system for ownership and operation within
the meaning of paragraph (2) of Section 5.

The Supreme Court of the United States has heretofore had occasion to
comment on the general object sought to be attained by the Transportation
Act. Thus, in an early case, the Court observed that the new measure
imposed an affirmative duty on the Commission to fix rates and to take
other important steps *‘to maintain an adequate railway service for the peo-
ple of the United States.” Wisconsin RR. Comm. vs. C., B. & Q. RR.
Co., 257 U. 8. 563, 585. A year later, in the New England Divisions Case,
261 U. S. 184, at pages 189 and 190, the Court said: *The 1920 Act sought
to ensure . . . adequate transportation service. That such was its pur-
pose, Congress did not leave to inference. The new purpose was expressed
in unequivocal language. . . . To preserve for the nation substantially
the whole transportation system was deemed important.” And this broad
view was subsequently reiterated in the statement that ‘‘the new Act seeks
affirmatively to build up a system of railways prepared to handle promptly
all the inter-State traffic of the country.” Dayton-Goose Creek Ry. vs.
U. 8., 263 U. 8. 456, 478.

Short-Line Railroads Are Parls of Systems.

Short-line railroads, as well as trunk lines, are parts of the railway net
whereby the people of the United States obtain transportation by railroad.
In reaching sections not directly served by trunk lines, the short-line
carrier performs an auxiliary service which is important to the people in
otherwise isolated regions and contributes to the scope of usefulness and to
the prosperity of connecting trunk lines in handling traffic originating at or
destined to points often remote from the territory served by the short line.
But many factors, including the relatively short haul, concur in depriving
many short lines of earnings commensurate with their econemic importance.

In Nickle Plate Unification, supra, page 449, after stating that “‘the
union of the ends which Congress apparently had most definitely in mind"
and ‘“‘when these unifications are being considered the problem of the short
lines whose property in the public interest should be included in the systems
proposed can not be overlooked if it is possible to include them upen
reasonable terms,’’ the Commission gave notice that every applicant should
assume the burden of making reasonable provision in its plan for the poessible
incorporation of every connecting short line now in operation in the territory
coversd or to be covered by the proposed grouping or unification No.
branch line or short line now in operation within the territory in question
should be left out of the consideration unless by affirmation testimony the
aband mment of operation of such line or its omission from the plan has been
justified.

The efore, in order to establish that a proposed unification of railroads
such ar propesed in this proceeding is in the public interest, it must be shown
that p oper consideration has been given to the primary object sought to be
accony lished by Congress in permitting combinations ef railroad properties.
The aj plicants’ claim of exoneration from compliance with this rule is
withou* merit. Whether contrel is acquired by purchase of stock, or,
where ¢ mtrol is already exercised through stock ownership, further control
is acquired under a long-term lease, the essential nature of the transaction
is the same. Nickel Plate Unification, supra, page 430.

Opposition Presented In Inlerest of Public.

Nor is there merit in the applicants’ contention that no objection, from the
standpoint of public interest, has been presented by State authorities or
shippers. This contention overlooks the protest of the Governor of Ohio
and disregards representations made in this proceeding on behalf ef the Ohio
interests and the short lines.

Even if it were supported by the record, the contention is entitled to little
weig! t, because applications for authority to acquire control of railroads
must be supported by a clear and strong shewing of public gnin.[(?ontrol
of Virginian Railway, 117 I. C. C. 67, 85.

The applicants rely upon benefits expected to flow from unified operation
of the New York Central Lines. While witnesses are generally hopeful that
such operation would be of advantage to the public, their testimony is
guarded by candid recognition of the essential empiricism of the proposals
from a practical standpoint.

Granted that all such advantages might be realized to an extent excelling
all expectation, these considerations still are subsidiary to the majorjpurpose
of the Transportation Act, which is to preserve ‘‘substantially the whole
transportation system,” and not merely to bring about improvement in
service already performed with a creditable degree of efficiency.

If an appropriate step toward consolidation in the manner contemplated
by Congress, then the proposals could be found to be in the public interest,
But, as indicated in the Nickel Plate case, when strong carriers seek to com~
bine their lines in anticipation of consolidation, provision for including ap-
propriate connecting short lines must not be neglected, and this requirement
is amply justified by the fact that the decision to propose further acquisitions
of control and, when consolidation is possible under Paragraph (6) of
Section 5, to propose or not to propese consolidation, rests with the carriers.

As the record stands, consideration of the matter of including appropriate
short lines in the grouping here proposed, may be indefinitely deferred,
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whence it follows that benefits urged in support of the propesals may be out-
weighed by detriment meanwhile suffered by the public. This serious doubt
as to the wisdom of the propesed grouping must be resolved against the ap-
plications. Control of Virginian Ry., supra.

It is therefore recommended that the Commission find that acquisition
by the Big Four of control of the railroad properties of the Cincinnati

Northern and the Terre Haute, and acquisition by the New York Centrai
of control of the railroad system of the Big Four, including properties of the
Cincinnati Northern and the Terre Haute, of the railroad system of the
Michigan Central, and of the railroad properties of the Kalamazoo, under
leases for 99 years, as proposed, will not be in the public interest.

The applications should be denied.

Indications of Business Activity ’

THE STATE OF TRADE—COMMERCIAL EPITOME.
Friday Night, June 3 1927.

The weather continues to play a paramount part in the
trade of the country. In many parts it has been too wet
and cold; in others too hot and dry. Seasonable weather,
that is bright warm, naturally promotes business. In gen-
eral the condition of trade is more or less irregular. Taking
the country over, it has been on the whole unseasonably
cool. This has militated against business in a good many
lines. As usual at this time there is falling off in the trade in
automobiles. Other industries feel a seasonal lull, not ex-
cepting such key trades as iron and steel. Cotton goods
prices have been firm, but not more than a fair busi-
ness has been done, and that mostly for prompt delivery.
It is noticeable that there is very little disposition
to buy cotton fabrics far ahead. But the tendency
of prices for finished cotton goods is upward owing to the
recent rise in raw cotton. There is no evidence of any parti-
cular improvement in the woolen and worsted goods trade.
Broad silks as a rule have been quiet, aside from specialties,
and raw silk is lower, with trade slow. In a word, the condi-
tion of trade and industry and the outlook for the crops
might be far better than it is. Employment has decreased
partly owing to the soft coal strike, which began three
months ago; also because of the falling off in building, the
decrease in the automobile trade and some diminution in the
demand for lumber. The mail order reports reflect the
effects of bad weather and a backward season generally.
The sales of the two principal mail order concerns in May, it is
true, were $33,741,540, against $33,724,085. in May 1926.
That is there was a small increase, but the total in April this
year was $40,648,332, so that there was a falling off in May
of nearly $7,000,000. The mail order sales in May, in other
words, show a decrease of close to 179, as compared with
April and a gain of a little less than 19, as compared with
last year. For five months the total of the same concerns
15 $185,924,597, a decrease of 14 of 19, as compared with the
same period last year. This seems a plain enough hint that
any decrease this year is due to bad weather rather than to
anything else. Bank clearings and debits, it is of interest to
observe, were largerin May than in the same month last year,
especially at New York, as will be readily understood in the
light of the vast finanecial transactions here.

Wheat for a time was rapidly advancing. Some private
reports stated the erop in the winter wheat belt in the South-
west as 20,000,000 to 40,000,000 bushels smaller than last
year. But after a recent rise of some 25 to 30 cents prices
have latterly had a setback, due evidently in part, at least,
to overbuying. It is traceable also, however, to a fear
that the Legislature of Illinois will pass the Kissinger bill,
designed to curb wild speculation in grain. Speculation
has rather gone to extremes of late, but the natural cor-
rective is always there in the so-called “technical posi-
tion’’; it pricks bubbles and does what legislation often
fails to do. The crop in Kansas and Oklahoma as well as
in other parts of the West will suffer from the backward
spring as a matter of course and the same cause will opérate
to curtail the crop of Canada. With European crops defi-
cient and now those of the United States and Canada
suffering from inclement conditions, the rise of prices was not
without justification even if excesses of speculation are to
be deprecated. The corn acreage may be reduced in parts of
the West, 20 to 25 %, owing to prolonged wet and cold weather
there. Possibly eorn planted after June 1 will not produce a
very bountiful yield. Recently prices have made the
almost incredible advance of 35 cents per bushel. There
was a sharp setback to-day, but it may be doubted whether
it is anything more than a natural and temporary re-
action. The great delay in planting over the Northern
portion of the belt and the fear of a sharp acreage curtailment
in such States as Illinois, Indiana and Missouri have been
among the major causes of the recent great rise of prices.
Even after the decline of to-day of some 5 to 6 cents, which
is proof of the hectic nature of the speculation, prices are
4 to 5 cents higher than a week ago. But oats and rye are
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substantially lower for the week. The decline led to some
export business in rye to-day. Cotton advanced moderately
owing mainly to drought and hot weather, reaching 100
to 110 degrees in western Texas, and the general impres-
sion that the erop will be much smaller than that of last year.
Some private reports, it is true, have put the average condi-
tion of the belt at about 29, higher than that of a year ago.
But the start was late, the decrease in the acreage is generally
estimated at 10 to 129 and in the use of fertilizers at some
20 to 259%. Heavy rains in the Central Belt and a new
rise in the Arkansas rivers and even of the Mississippi
attracted some attention, though it is not regarded as
serious. It delays crop work, however. The technical
position of cotton after weeks of advancing prices has evi-
dently become more or less vulnerable and as it is very largely
a “weather m rket,”” the immedite future of prices seems
uncertain. June, however, is apt to be favorable for cotton
growing. Coffee has declined owing to lower prices in Brazil
and a disappointing spot trade. Recently spot business was
reported to be better, but if it was the improvement was
transient. Sugar also has declined with both Europe and
Cuba selling more readily. The restriction of grinding will
again be tried; it is not to begin until Jan. 1. It is reported
rightly or wrongly that Cuba will invade foreign markets
and undersell them next season unless foreign producers
agree to curtail output also. If this is so, it may be playing
with sharp-edged tools. Rubber has been dull and lower;
the decline was accompanied by reports that tire prices may
be eut. Pig iron has been dull with some decrease in the
production in May and yet it seems some tendency towards
lower prices. Steel prices also seem to have a downward
trend in these dull times. The other metals, on the other
hand, have been advancing under the spur in most cases of
an active demand.

Stocks have been remarkably active and have continued to
reach new high levels. To-day there was a natural reaction.
But the fundamentals of the market have undergone no
change. Some decrease in railroad earnings is noticeable.
Net operating income in April was 14149, smaller than in
the same month last year, while April car loads were 29
larger than in April last year. The feeling as to the trade
outlook in general is not disturbd. Refunding operations
have been active. Recent failures in trade are fewer and for
smaller liabilities. The country’s crops may be smaller,
owing to a cold, wet spring, but prices of grain are much
higher than a year ago, and cotton is also at a higher price
than then. London has of late been very steady, even if
trading has fallen off. The continuance of gold exports from
Kngland is roticeable without beirg a striking factor.

The recent great advance in grain encourages hopes of an
increase in general business in the Central West. Higher
prices are expected to offset the decrease in the size of the
crops. It is too early to be certain about a decrease in
yields. But that is how it looks at the present time. A rise
in cotton prices if the crop should decrease materially is
expected to have a similar compensating effect. Prices
showed irregular trends in May with net changes slight,
despite rather marked changes up and down in various
groups. :

The wholesale dry goods trade in the United States during
April declined 16.99, as compared with March this year and
3.2% under April, 1926, according to the Federal Reserve
Board. Sales of shoes in April this year were 7.99, smaller
than in March, though 14.3% above April of last year.
Wholesale trade in cloth in the New York distriet during
April declined 34.8% compared with March and 2.7%
compared with April last year. In silk goods in the New
York distriet in April sales declined 31.6%, compared with
March and 6.6% compared with April 1926. Trade of
cotton jobbers in the New York distriet declined 13.4% in
April compared with March and 4.79 compared with
April last year. In New England according to the Federal
Reserve Bank of Boston, a marked recession in industry has
occurred in the last few weeks from the rate of activity
maintained during March. The index dropped 4% in April
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compared with March and was lower than April a year ago.
The recession in activity was reported as general. Cotton
consumption decreased considerably although it has been
running ahead of .the same period a year ago. Wool con-
sumption also showed a marked decline.

At Gastonia, N. C., fine yarn spinners reported that
sales of fine numbers continue to be booked ahead in small
quanitites for quick delivery and shipment by express.
Such small orders are of various odd counts to fill in with the
present. At Lebanon, N. H., the mills of Carter & Rogers,
manufacturers of woolens are increasing production in
response to larger orders. The overall and shirt mill of
H. W. Carter & Sons is running at capacity. The Everett
Norfolk Co. mills making knit goods and ray dress goods are
busier than at any time for five years past. Shanghai cotton
mills are said to be working on full time.

Montgomery Ward & Co.’s sales for May were $13,747,540,
a decrease of 4.89, from May 1926. Sales for the first five
months of this year were $75,538,681, a decrease of 3.99%
from the corresponding period of 1926. Sears, Roebuck
& Co.’s sales for May were $19,990,000, an incraase of 3.4,
over May 1926. Sales for the first five months of this year
were to $110,385,916, an increase of 1.99 over the corre-
sponding period last year. Union bricklayers of Pittsburgh
struck on the 1st inst. for $1.70 an hour and a 5-day week.
Bricklayers have been receiving $1.62 an hour with a 51%-day
week.

Great storms of rain, wind and hail swept over parts of
Kentucky, Tennessee and Virginia on May 30, killing and
wounding a number of persons and doing much damage to
property. A tornado struck Missouri on the same day. In
New York May 30 was a mild, clear day with the highest
temperature 71 degrees; at Chicago, Cleveland and Kansas
City it was 70, at Minneapolis and Milwaukee 66, at Cin-
cinnati 84, at Philadelphia 76 and at Pittsburgh 80. Lat-
terly it has been 59 to 69 at New York, 54 to 72 at Chicago,
56 to 62 at Cleveland, 52 to 70 at Cincinnati, 46 to 58 at Mil-
waukee, 62 to 74 at Kansas City, 58 to 74 at Philadelphia,
56 to 68 at St. Paul and 52 to 72 at Boston. Vienna and
Lower Austria have been having a sudden heat wave this
week, the worst for years past.

Business Indexes of Federal Reserve Board.

~ Wo give herewith the Federal Reserve Board’s new monthly

index of production, employment and trade, issued under
date of June 1:

INDEX OF INDUSTRIAL PRODUCTION.
(Adjusted for seasonal varlations. Monthly average 1923-25—100.)

1927
Apr.

1927
Mar.

1926
Apr.

107
107

1927 | 1927

Manufactures—
Manufactures. 1

inerals

Minerals—
Bituminous.
Anthracite. .

Automobiles. . __
Petroleum .

Leather and shoes.. _
Cement, brick, glass.
Nonferrous metals._ .
Petroleum refining.. .
Rubber tires

Tobacco manufae's..

INDEXES OF EMPLOYMENT AND PAYROLLS IN MANUFAC \{
INDUSTRIES. = EERING

(Not adjusted for seasonal variations. Monthly average 1019=100.)

EMPLOYMENT.

1927 | 1927
Apr.

03.2

PAYROLLS.

1026
Apr.,

Leather, &c-...
Stone, clay, glass_..
Tobacco, &c- ...
Chemicals, &c

77.3

INDEXES OF WHOLESALE AND RETAIL TRADE.

New York Federal Reserve Bank’s Indexes of
Business Activity.

In presenting in its June 1 monthly review its indexes of
business activity, the Federal Reserve Bank of New York
says:

This Bank's indexes of business activity generally reflect a large volume
of trade in April. Bank debits outside New York City were approximately
the largest in recent years after allowance for seasonal variation, year-to-year
growth, and price changes, and debits in New York City remained high.
Retail trade was larger than last year, even after adjustment of the figures
to make allowance for thelate Easter. Car loadings of the.bulk commodi-
ties were affected to some extent by the bituminous coal strike, but total
freight car loadings were the largest ever reported for the month of April.

In the following table are given April indexes of business activity in per
cent of trend, with allowance for seasonal variations, and, where necessary,
for price changes.

(Computed trend of past years equals 1009;).

April Feb.

1927.

March

Primary distribution—
Car loadings, merchandise and miscellaneous.- -

110
Car loadings, other.

107
94
105
Grain exports 57
Panama Canal traffic.r
Distribution to consumer—
Department store sales, Second District
Chain store sales.
Mail order sales.r.____
Life insurance paid for.r.
Real estate transfers.r.
Magazine advertising_ __
Newspaper advertising.r

Bank debits, outside of New York City.

Bank debits, New York City s,
Bank debits, Second District, exel. N. Y. City
Velocity of bank deposits, outside N, Y. City._
Velocity of bank deposits, New York City____
Shares sold on New York Stock Exchange*
Postal receipts.r

Electric power.

Building permits
New corporations formed in New York State..

General price level
* Seasonal variation not allowed for.

2 Preliminary. r Revised.

Monthly Business Indexes of Department of Commerce
—April Output of Raw Material Below That of
March, But Greater Than Year Ago.

The Department of Commerce presents as follows, under
date of May 31, its monthly indexes of production, commod-
ity stocks and unfilled orders:

Production.

The output of raw materials in April was smaller than in March but
larger than a year ago, increases being registered over last year in all groups
except forest products, whicn declined. Manufacturing production, after
adjustments for differences in working time, showed no change from the
preceding month but was greater than a year ago. All industrial groups,
with no allowance for working time differences, showed smaller quantitative
output than in March, except stone and clay products and automobiles,
which increased. As compared with a year ago, production in all industrial
groups was greater, except iron and steel, non-ferrous metals, lumber,
papéer and printing and automobiles, which declined.

Commodity Stocks.

Stocks of commodities held at the end of April, after adjustments for
seasonal variations, were smaller than at the end of the previous month
but greater than a year ago. All commodity groups showed declines from
the preceding month exceot manufactured foodstuffs, which increased.
As compared with April 1926, all commodity groups showed increases,
except manufactured foodstuffs, which declined.

Unfilled Orders.

Unfilled orders for manufactured commodities, principally iron and
steel and building materials. showed no change from the preceding month
but were smaller than a year ago. As compared with both the previous
month and April a year ago, unfilled orders for iron and steel were smaller,

while bullding materials increased. The index numbers of the Department
of Commerce are given below:

1927.
March.

1926.
April.

Production (Indezx Numbers; 1919 = 100)—
Raw materials—Total..._

Minerals

Animal pr

ry

Manufacturing, grand total (adjusted).
Total (unadjusted)

Foodstuffs

Chemicals and ofls..__
Stone and clay products.

Automobiles *_

WHOLESALE TRADE.

1927 | 1927 | 1926
Apr.|Mar.| Apr.

RETAIL TRADE.,

1027 , 1927
Apr.(Mar,

Dept. Store Sales—
- 128

128
Dept. Store Stocks—
Adjusted. . . 140
Unadjusted 142
Mail Order Sales—
Adjusted 113
132

Groceries. -

59
103
123

107 |
130

Unadjusted.
* Reviged.

z No figures avallable for these months.

Raw foodstuffs
Raw materials for manufacture.
Manufactured foodstuffs

(Adjusted for seasonal element)
ANV L e e ol e L R S et
Raw foodstuffs
Raw materials for manufacture.
Manufactured foodstuffs
Other manufactured
Unfilled Orders—
Total (1920
Iron and steel
Building materials

* Included in mi
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Guaranty Trust Company’s View of Business Outlook.

Business activity has followed a fairly even course during
the last few weeks, states the current issue of the ‘“Guaranty
Survey,” published May 31 by the Guaranty Trust Com-
pany of New York.

“Moderate curtailment, strictly in line with the seasonal
tendencies that have largely dominated business movements
in recent years, has appeared in basic industrial operations,”
the “Survey” continues. ‘“Wholesale trade has likewise
declined, while retail business, which was only moderately
active in March by reason of the unusually late Easter
season, has come into its own in recent weeks. On the
whole, current developments tend to favor the continuance
of trade and industrial activity at high levels, with month-to-
month changes determined mainly by seasonal factors.”
The “Survey’’ then goes on to say:

Effects of Mississippi Floods.

The disastrous floods in the Mississippi Valley must, of course, be recog-
mized as an important adverse influence from the standpoint of general
business. While it is not likely that they will result in any abrupt reaction,
the reduced purchasing power occasioned by the enormous destruction of
property must be felt in some degree for many months to come. The
most pronounced effects will not become apparent at once, however, and it
is even likely that the work of reconstruction will temporarily stimulate
demand for building materials and labor, as well as for a large number of
industrial products. ;

The cotton market has already appraised the probable effects of the
inundation on the size of the crop. Although it is clear that every effort
will be made to plant cotton as soon as the water recedes, it is not reasonable
to expect that productinn in the flooded areas will even approximate the
normal. Higher cotton prices will naturally increase returns to growers in
other districts, at the same time tending to reduce profit margins of
cotton textile manufacturers.

Aside from the floods, trade has been effected for many weeks by ex-
cessive rainfall and unseasonably low temperatures over a large part of the
country. These influences, however, will occasion for the most part
merely a postponement of the usual activity, which will be followed by a
large volume of deferred buying later in the season. The interruption of
farm work is a more serious matter, and will in some cases result in the ex-
posure of the crops to unusual weather hazards in the early autumn.

Coal Strike Without Marked Influence.

The coal strike continues to present very few difficulties, either to con-
sumers or to the large body of producers. Consumers for the most part
remain indifferent to the possibility of a shortage, and in consequence
many mines are producing far below their capacity. Increasing numbers
of mines are going on an epen-shop basis, and this is expected to result
in larger production whenever market conditions warrant it. In the mean-
time, the enormous stocks of coal on hand are being reduced very slowly
‘with every prospect that most consumers will have no difficulty in securing
ample supvlies for many months to come.

Tazx Reduction.

As the fiscal year draws to a close, with a certainty of another large Treas-
ury surplus and of a substantial reduction in the amount of the public debt,
the probability of further tax reduction by the next Congress increases.
Internal revenue collections in the first ten months of the current fiscal
year were about $13,500,000 larger than the amount collected a year ago,
an increase of $228,200,000 in income tax collections having been nearly
offset by a decline in receipts from miscellaneous tax¢s. On the basis
of these figures, it is estimated by Treasury officials that the surplus for
the twelve months will exceed $500,000,000. The actual surplus for the
year ended June 30, 1926, was $377,000,000.

The form in which the prosoective reduction in Federal taxes will be
adopted is, of course, a matter of conjecture. It is likely that the income
tax on corporations, which was increased in the last revenue law, will be
reduced. This tax has been criticized very freely, not only by business men
but by others who recognize its unfortunate effects on business enterprise
and its lack of harmony with the general principles of income taxation.
There will be comparatively littieagitation, apparently, for furtherreduction
of individual income taxes except those in the so-called ‘‘middle brackets,"
including incomes from $20,000 to $100,000 annually. These incomes,
according to the general view, have received less than their share of relief
in recent revisions. Automobile and other excise taxes, which have always
been unpopular, may be reduced or repealed; and the same may be said of
inheritance taxes, which have mvolved such wide duplication of tax burdens.

There appears to be a growing sentiment throughout the country in faver
of drastic reform in State and local expenditure. This problem, in the ag-
gregate, is far more important at present than that of further economy
in Federal administration. It has recently been estimated that during the
years since the war, while Federal expenditure has been curtailed, taxes
reduced and the public debt rapidly paid off, the indebtedness of States and
their subdivisions has more than doubled and their tax collections have
increased more rapidly than Federal taxes have declined. In other words,
the aggregate tax burden of the American people today is greater than it
‘was seven or eight years ago.

The problem of local taxation and expenditure, by reason of its decentral-
fization, is a very difficult one, and its solution is possible only as the result
of a sweeping change in public opinion. Fortunately, there are some indi-
cations that such a change is taking place.

Purchasing Power of Dollar Higher To-day Than
For Two Years Past.

The purchasing value of the dollar as measured by living
costs for the American wage earner and other persons of
moderate means, which includes the great majority of the
population, to-day stands higher than it has for more than
two years past, according to the National Industrial Confer-
ence Board, 247 Park Avenue, New York. The dollar is
now worth, on the basis of present living costs, 61.1 cents
as compared with the pre-war (1914) dollar. It was lowest
in July, 1920, when it stood at 48.9 cents, says the Board,
.n a statement made public May 31. It also states:

The purchasing power of the dollar has been thus enhanced by the steady
decline in average living costs throughout 1925 and 1926, which last April,
however, were still 63.7% higher than they had been in 1914, just before
the war. But the average weekly earnings of industrial workers, owing
to higher wage rates and more steady employment, at present are more
than twice as high as they were in 1914, so that in spite of the higher living
cost, the wage earner on the average draws weekly pay of about 349%
greater purchasing power than he did just before the war. Thus the house-
wife who during the period of rapidly rising prices during and immediately
after the war asked ‘“Will prices ever come down again;’’ finds that while
prices have stayed on a comparatively high level, the family income in effect
goes about a third farther than it did at the beginning of the war, before
prices had begun to rise.

‘While the decline in the Conference Board's cost of living index from
March to April has been due principally to seasonal factors, as a decline in
fuel and rent, the total cost of living index for last April still is lower than it
was either April a year ago or in April 1925, thus definitely marking a lower
trend, the Board points out. The retail prices of food, which had been
declined since December, remained at about the same level in April as they
were in March. The greatest decline for the month was in the price of fuel
which decreased about 4%, many coal dealers making their summer reduc-
tions at this time so as to stimulate summer trade. The average level of
rents for the country as a whole declined about 0.6% from March o April,
reports from many cities indicating a great number of vacancies, although
the general trend of rents for the country as a whole appears stable.

New York Federarll"Reserve Bank on B:siness Profits of
Manufacturing and Industrial Companies
in First Quarter of Year.

Earnings reports of 164 manufacturing and mercantile
companies showed net profits for the first quarter of this year
about 19, larger than in the corresponding months of 1926,
which was a period of exceptionally large profits, according
to the Federal Reserve Bank of New York, which in its

June 1 “Monthly Review,” under the head of ‘“Business

Profits,” goes on to say:

These same concerns in the first quarter of 1926 reported an increase of
259% over 1925. There was, however, much irregularity of earnings as
between different kinds of industries, probably reflecting the downward
tendency in prices of industrial products, while labor and other costs remain
at high levels.

The largest percentage gains over 1926 were made by the chemical, and
mining and smelting companies, and corporations engaged in the produc-
tion of food and food products. The motor group’s earnings as a whole
were ahead of last year, but if the General Motors Corporation were ex-
cluded, profits in the motor industry would be smaller than a year previous,
as were total profits for the year 1926. As the accompanying diagram
shows |This we omit.—Ed.[, other groups of industrial corporations gener-
ally reported a smaller net return than in 1926.

NET PROFITS.
No. of
Corpo-

ion.

First Quarier-
1926. 1937.
77,604,000

1925.

71,979,000
6,625,000
29,993,000
43,597,000
20,921,000
8,106,000
12,777,000
190,000
9,682,000

41,322,000
22,434,000
6,635,000
13,899,000
733,000
11,276,000
4,191,000 3,675,000
18,027,000 16,054,000

226,088,000 227,980,000

50,500,000 *57,500,000
29,327,000 30,054,000

Food and food products 2
Machine and machine manufacturing..- 1
Mining and smelting 19
Leather

Chemical

Building supplies..

Miscellaneous 14,484,000

180,595,000

44,400,000
26,798,000

71,198,000 79,827,000 *87,554,000
205,000,000 224,000,000 227,000,000

Total 11 groups.

Telephone
Other public utilities

Total public utilities. - ...

Class T raflroads.coooco__-C__._=._:

* Partly estimated.

Purchasing Power of Canadian Wage Earners in 1926.
We reprint from the March number of the monthly review

«f the Bank of Nova Scotia, the following:

Increased purchasing power among wage earners is both a sign and a cause
of prosperity. Informationgrecently published at Ottawa shows that the
purchasing power of the wage-earning population in 1926 was more than
8% higher than the average for 1921-26, while it was between 6 and 7%
higher in 1926 than in 1925.

Purchasing power depends on the rate of wages, the cost of living, and
the extent of employment. Changes in money wages, calculated from the
annual report on wages and hours of labor published in the *‘Labor Gazette,”
are shown in Curve A below [This we omit—Ed.]. We have used a weighted
average of wage rates in nine important industrial groups, employing over
600.000 non-agricultural workers. This average shows a slight rise in 1926.

Changes in the cost of living are shown by an index number of the Domin~
ion Bureau of Statistics which covers food, fuel, rent, clothing and sundries.
If we divide the index of money wages by the cost of living index, we obtain
a new series which shows changes in the average purchasing power of full
time wages. 'This series also indicates a slight improvement in 1926.

Volume of employment is measured by monthly returns made to the
Dominion Bureau of Statistics by nearly 6,000 firms, employing more than
800,000 workers. The reporting firms were employing in 1926, on the
average, 98.49 of the number employed in the boom period of January
1920, and more than they have employed in any other year since 1920.
Most of the improvement was due to increased business activity, but it is
also worthy of note that less time was lost through industrial disputes in
1926 than in any previous year since 1915. Assuming that this employment
was evenly distributed over the population—that is, that each person was
employed 98.4% of the possible working time—we may say that the average
purchasing power of wage earners in 1926 was 98.4% of their purchasing
power if continuously employed.

These conclusions are of course subject to the defects of all averages.
The average person, whose earning power our curves purport to trace, does
not exist in the flesh. Our chart portrays only the general tendency.
Some workers have done better than the average, and some have not done
so well. Yet our index of purchasing power does represent the broad facts
of the situation. Earnings in 1926 would buy more than they would in

any other year since 1920.
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The significance of this is obvious. So long as present conditions con-
tinue, the wage-earners of Canada in general will be able to buy more of
the necessities and comforts of life than they could buy before, and their
increased purchases will bring greater prosperity to those who supply them
with goods and services.

Increase in Manufacturing Production in United States
Greater Than Growth in Population.

The total manufacturing production in the United States
has increased about 65% in volume from 1914 to 1925, or at
a rate about 3% times as fast as the population, which has
increased less than 18% during the same period, according
to a study just completed by the National Industrial Con-
ference Board, 247 Park Avenue, New York. The produc-
tion of our manufacturing industries per wage earner em-
ployed in 1925 was 35%, or more than a third, greater than
in 1914, volume of production having far outstripped the
increase in the number of workers as well as populatien
growth. The Board, under date of May 30, adds:

In these figures, in the view of the Conference Board, lies the chief
explanation for the unparalleled growth of our national wealth and income
and our notional business prosperity, which rests primarily on the rising
productive and purchasing power of the American wage earning population.
“‘Real wages,'' that is, the weekly earnings of industrial workers as measured
by living costs, since 1914 have increased about 33%, while the ‘‘real
national income, as measured in dollars of constant purchasing power, has
increased about 287%, indicating that the wage earner during that period
has shared the increase in income at about the same rate as the nation
as a whole.

“The progress of the manufacturing industries of the
United States during the first quarter of the century,” de-
clares Magnus W. Alexander, President of the Conference
Board, “has been a striking demonstration of the economic
principle first enunciated by Adam Smith, that ‘the wealth
of nations consists not in the unconsumable riches of money,
but in the consumable goods annually produced by the labor
of society.’ The total volume of our manufacturing pro-
duction from 1899 to 1925 increased 180%, or nearly doubled.
Our ‘real’ national wealth during that time also about
doubled, and our national income, in terms of dollars of
constant purchasing power, more than doubled. But it has
been the steady increase in efficiency of production and in
‘real wages’ since 1914 that have been the most fortunate
development, as they have created the chief market for our
immensely increased production.”

Technical improvements, increased managerial efficiency,
including above all the much increased use of mechanical
power, the Board declares, in the main have been respon-
sible for the increasing productivity of our industries. It
goes on to say:

In 1925 there was 32%, or nearly a third more installed power back of
every factory worker in the United States than there had been in 1914.
The greater amount of production thus turned out per worker employed,
the Board points out, has made possible the maintenance of a high wage

level during a period of declining prices, an anomaly in the light cf previous
experience which has puzzled economists and business men both in America
and abroad.

‘While the total volume of production has increased about 65% since
1914, the growth of individual industries has been varied in accordance
with changing production methods and consumer habits. Thus the
greatest increase has been in the automobile industry, as reflected in the.
production of vehicles, which was 467% greater in 1925 than in 1914
The automobile: industry, however, absorbs the products of many other
industries, thus stimulating their growth, and its phenomenal rise thus is
closely parallcled by the growth of the rubber industry, whose output in
1925 was 397 % greater than just before the war.

Production in the iron and steel industry in 1925 was 86% greater than
in 1914, and that of the chemical industries 99%, or about double. Stone,
clay and glass production during the same period increased only 57%; the
manufacture of food and food products, more closely following the rate of
population increase, in 1925 exceeded that of 1914 by only 439%,.

The lumber industry shows a relative decline, its production in 1925
having been only 3% greater than in 1914. Textile production definiteiy
reflects a change in consumer habits; in this case the decreasing amount of
clothing needed for the modern wardrobe, the total production of the textile
industries in 1925 being only 239 greater than in 1914, and somewhat less
than it had been in 1923.

Dun’s Report of Failures in May.

The reduction in the number of commercial failures in
the United States, which has been in progress since the end
of last Jannary, following the usual trend, cont'nued dur-
ing May. With 1.852 defaults reported to R. G. Dun & Co,,
last month’s total is 6% below that for April, and is approxi-
mately 25% under the number for January, which, as pre-
viously indicated, marked the high point for this year.
When comparison is made with the returns for May of the
two immediately preceding years, however, increases are
ghown. The rise over the 1,730 insolvencies of a year ago
is a little more than 7%, while there is an increase of 4.8%
over the 1,767 failures of May 1925. The falling off from
April to May last year was about 11%4%, and two years
ago-it approximated 9%. Tence the present record is less

favorable, both actually and relatively, than that for May of

both 1926 and 1925. Yet it is not strikingly averse, consid-
ering recent factors which might conceivably have brought
about a distinetly higher commercial mortality, such as
floods and inclement weather, and it also is to be remem-
bered that the larger number of firms and individuals in
business enhances the possibilities of failure.

The liabilities of the May defaults—$37,784,773—show
decided improvement over the large amounts of recent
months. The decrease from the April total is some 29%,
while there is an even greater contraction from the indebt-
edness for March, On the other hand, last month’s liabili-
ties exceed by about 1215% the $33,543,318 of May 1926.
An interesting feature of the statistics is the fact that ap-
proximately 46% of last month’s indebtedness was supplied
by defaults for $100,000 or more in each instance, which is
a lower ratio than the 49% provided by the similar class
of failures in May 1926. Monthly and quarterly reports of
business failures, showing number and liabilities, are con-
trasted below for the periods mentioned :

Number. Liabilities.

1926.

1926.|1925. 1927. 1925.

$37,026,552

37,188,622
30,622,547| 34,004,731
34,176,348| 40,123,017
43,661,444| 54,354,032

____.16,643 6,081/5,969!5156,121,853/5108 460,339/ $128 481,780
The statement goes on to say:

‘When the May insolvency statistics are examined according to occupa-
tion, it is seen that the rise in the number of defaults from the total for a
year ago occurred chiefly in the trading division and in the class designated
as “‘other commercial’, which includes agents, brokers, etc. The manu-
facturing failures changed but little, being 444 last month, against 43 in
May, 1926, but there were 1,292 trading failures, compared with 1,216
and the inselvencies in other commercial lines rose to 116 from 77 in May,
last year.

The separation of the returns by branches of business shows fewer
defaults than a year ago in 8 of the 15 manufacturing classifications, while
in one—woolens, carpets and knit goods—the number is the same for both
years. The groups in which numerical decreases appear are machinery
and tools, cottons, lace and hosiery, clothing and millinery, paints and oils,
printing and engraving, milling and bakers, leather and shoes and harness,
and tobacco, etc. As to the manufacturing liabilities, reductions also are
shown in 8 instances, these being the same classifications that reveal
declines in the number of insolvencies. On the other hand, the trading
division discloses increases in a majority of casts, both as to number of
failures and amount of indebtedness. The only numerical decreases are in
groceries, meat and fish, tobacco, etc., paints and oils, and hats, furs and
gloves, while smaller liabilities are shown only for groceries, meat and fish,
hotels and restaurants, furniture and crockery, and books and papers.

FAILURES BY BRANCHES OF BUSINESS—MAY 1927,

Liabilitie.
1926.
$46,110

4,505,937

$33,543,318

$£37,784,772
7| 38,487,321

53,155,727
57,890,905
46,940,716
51,290,232

April__
March._ .
February . .
January

1st quarter__ . __

IV UIROCI
Manufacturers— 1927. 1926. 1925.
Tron, foundries and nails_. 10 6 6
Machinery and tools. .. ___ 18 30
Woolens, carpets and knit
goods s S e e
Cottons, lace and hoslery . .
Lumber, carpenters and
BODDOIB L oo S I
Clothing and millinery .
Hats, gloves and furs.
Chemieals and drugs.
Paintsandofls. ... .____
Printing and engraving___
Milling and bakers_._____
Teather, shoes and harness
Tiquors and tobacco
Glass, earthenware & brick
All other

1927.
$317,848
596,100

32,000

1925.
$232,400
662,807
23,700 881,900
717,042

3,306,003
451,491

1,118,916
1,558,455
30,900
9,000

44 348
541,555
310,305
418,145
2,304,880

821,713
807,016
78,400
754,000
14,000
296,992
657,885
166,222
2,640,300
2,130,749
4,495,222 8,039,412

Total manufacturing.___ $13,801,558
Traders—
General Stores. . .....____ $2,524,088
Groceries, meat and fish__
Hotels and restavrants. .. 2 g 8
T.iquors and tobace . .. ___
Clothing and furnishings_ .
Dry goods and earpets. _ _ .
Shoes, rubbers and trunks..
Furniture and crockery.. .
Hardware, stoves and tools
Chemicals and drugs...._
Paintsandofls_____
Jewelry and clocks
Boonks and papers
Hats, furs and glo’
All other ~

$16,157,115 $18,183,856
$1,03

57

109,477
2,346,629
3,484,851

107
1,602,109  2,707.¢
1,907,652  1.151,1
€

74,400
4,179,251 3,890,506
$15,709,760

1,676,443

Trading ...

1,292 1,216 1,286
Other commereial

$19,977.866
116 77 81

4,005,349

$15,819,957
3,022,739

1,852 1,730 1,767 $37,784,773 $33,543,318 $37,026,552

Building Wages Stable—Material Prices Down—
Monthly Construction Review Reports
Improvement in National Labor

Situation.

The recent slackening in national building construction
has served to help stabilize wages and bring about further
decline in building material prices, according to the national
monthly building review, issued by the Building Economic
Research Bureau of the American Bond & Mortg:ge Com-
pany made public May 31. The review states:

While the upward tendency in building wages has net been entirely
halted, there is ample indication that building craftsmen are not inclined to
press demands for increases as they were last year at this time. Labor

generally seems satisfied to maintain present wage scales and the agitation
for the five-day week appears to have subsided econsiderably.
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In some localities building craftsmen are co-operating with employers
to give impetus to building. Recently, at Tampa, Fla., members of the
Bricklayers' and Plasterers’ Union voluntarily agreed to a reduction from
$14 to $12 a day.

Several important building strikes, however, are still in progress. In
Syracuse, N. Y., building operations involving $17,000,000 are practically
tied up by a walkout of building laborers and hod carriers who demand a
seven cents an hour increase. In Monmouth County, New Jersey, strikes
are still in progress in four seashore resorts involving six building trades,
who have stopped work in sympathy with the demand of laborers for an
increase of $1.00 per day. Carpenters in Scranton, Pa., are striking for
$1.00 a day increase and in Reno, Nev., the plumbers have quit work
demanding a $1.00 increase.

The labor situation was cleared up somewhat in New York when the
plumbers returned to work after the employers were forced by a court
injunction to end their lockout of 5,000 workers in Manhattan and Bronx
shops. The lockout was used in an effort to force Brooklyn plumbers,
who struck for $2.00 a day increase and five-day week to return to work.
The Brooklyn plumbers are still holding out for their demnds.

A significant development in the labor situation was reported from
Chicago where mill-Work plants have announced that they will operate on
an open-shop basis as a result of the refusal of the Carpenter's Union to
accept a decrease of 10 cents per hour. Mill-workers have been on strike
for sometime demanding $1.25 per hour and a five-day week.

Cities in which wage increases were recently granted, included Cleve-
land, O.; Newark, Orange, Monteclair, Belleville, Bergen, Nutley, Passaic
and Paterson, N. J.; Rochester and Riverhead, N. Y.; St. Louis, Mo.;
Baltimore, Md.; Cincinnati, O.; Madison, Wis.; Milwaukee, Wis.; Nash-
ville, Tenn., and Sioux City, Iowa.

Except in a few small localities there is little or no unemployment in the
building trades. Some of the larger cities can still use more bricklayers
and plasterers.

Building material prices throughout the country as a whole are continuing
the downward trend, which started last September. Closing of oné hundred
hardwood lumber mills, because of the Mississippi flood, however, may
bring about a rise in this class of lumber, unless there is further recession in
frame building construction. Cement and steel prices are expected to show
further softening, but brick prices are showing indication of holding firm

Railroad Revenue Car Loading Still Running Above

One Million Cars per Week.

Loading of revenue freight for the seventh week so far
_this year again exceeded 1,000,000 cars for the week ended
on May 21, the Car Service Division of the American Rail-
way Association announced on June 1. Total loading of
revenue freight for that week amounted to 1,016,803 cars,
a decrease of 22,267 cars under the corresponding week last
year, but an increase of 29,497 cars over the corresponding
week two years ago. The total for the week of May 21 was
a decrease of 12,323 cars under the preceding week this
year, due principally to the Mississippi River floods. The
following further particulars are given:

Miscellaneous freight loading for the week of May 21 totaled 382,832
cars, a decrease of 7,637 cars under the corresponding week last year but
19,956 cars above the same week in 1925,

Loading of merchandise and less than carload lot freight for week
totaled 261,500 cars, a decrease of 4,245 cars under the same week last
year but 2,986 cars above the corresponding week two years ago.

Coal loading amounted to 161,588 cars. This was a decrease of 3,630
cars under the same week last year but an increase of 9,008 cars compared
with the same week two years ago. .

Grain and grain products loading totaled 88,266 cars, a decrease of
1,367 cars under the same week in 1926 and 530 cars under the same week
in 1925. In the western districts alone, grain and grain products loading
totaled 23,344 cars, an increase of 697 cars over the same week last year.

Livestock loading amounted to 28,376 cars, an increase of 1,490 cars
over the same week last year and 1,692 cars above the same week in 1925.
In the western districts alone, livestock loading totaled 21,439 cars, an
increase of 1,164 cars above the same week last year.

Forest products loading totaled 72,206 cars, 4,924 cars below the same
week last year and 8,498 cars under the same week in 1925.

] Ore loading totaled 61,495 cars, 626 cars below the corresponding week
in 1926 and 1,234 cars below the same week two years ago.

Coke loading amounted to 10,540 cars, a decrease of 1,328 cars under
the same week last year but 1,117 cars above the same week two years
ago.

The Pocahontas and Southern were the only districts to report increases
in the total loading of all commodities compared with the same week
last year, while all except the Central Western and Southwestern reported
increases compared with the same period in 1925,

Loading of revenue freight this year compared with the two previous
years follows:

1925.
4,456,949
8,623,047
8,702,413
4,710,903

983,034

985,879

987,306

1927.
4,524,749
3,823,931
4,016,395
4,890,749
1,024,416
1,029,126
1,016,803

1926.
4,428,256
3,677,332
3,877,397
4,791,006

996,216
1,029,748
1,039,070

Five weeks in January
Four weeks in February _.
Four weeks in March __

Week of May 14 .
Week of May 21

Total 20,326,169 19,839,025 19,449,531

Business Conditions Spotty According to Franklin
Fourth Street National Bank of Philadelphia.

The following business forecast is given by the Franklin
Fourth Street National Bank of Philadelphia in its!June

letter, ‘“Trade Trends:”

Despite the devastating Mississippi flood and the continuing bituminous
coal strike, industries throughout the country remain generally active. The
pace of some lines of business is somewhat slower at the beginning of June
than one or two months ago, but this recession is a normal seasonal one.
The average level of trade is holding well up to that of one year ago when
the seasonal decline from the Spring peak was decidely mild,

Conditions, nevertheless, are unmistakably spotty. The buildin
industry, contrary to all indications, has been making new high record®

Textile and leather trades have been on the upward trend, following rather
extended uncertainty in those lines. Some leading automobile producers
have enjoyed record-breaking output and sales this year. On the other
hand, the metal industry is unsatisfactory, and the petroleum industry is
afflicted with serious over-production. General commodity prices are low,
while business competition is keen. A cheerful note is found in the rise of
crop prices, especially corn and cotton.

The Mississippi flood which spread unprecedented damage throughout
the affected regions is generally subsiding. More than 300,000 people are
reported to have been made homeless in seven States and millions of acres
of fertile land were inundated. During May, Secretary of Commerce
Herbert Hoover estimated the damage at not less than $250,000,000.
Fortunately, the country's great surplus of banking credit has made
possible the easy mobilization of finances needed for rehabilitation. Special
finance corporations have been formed in the affected areas for relief of
farmers. Plans are being formulated by commercial creditors of business
houses in the path of the flood to meet the emergency that has arisen.
Although the flood has brought staggering damage it does not amount to 3
national disaster to business or to agriculture. Not more than 2% of the
country’s farm lands were flooded and much of this may be seeded before
the season is too late. Moreover, the floods did not reach the populous
industrial sections of the country. While purchasing power in these
flooded areas has been curtailed, some lines of industry actually will be
stimulated by the demand for relief supplies and for materials for rehabilita
tion.

The recent financial ‘disturbances in two foreign industrial nations,
Japan and Germany, have had no reverberation in this country. Nothing
resembling financial stress exists in the United States.

Business Conditions in Philadelphia Federal Reserve

District Continue at Moderately Active Pace.

“Business in the Philadelphia Federal Reserve District
continues at a moderately active pace, although recent re-
cessions have brought the rate of industrial operations
somewhat below the high level prevailing at this time last
year.” This statement is contained in the June 1 “Busi-
ness Review” of the Federal Reserve Bank of Philadelphia,
which in further summarizing the situation in the district
says:

Operations of Pennsylvania factories, as measured by employment, wages
and employee-hours worked, showed a decline of more than 2% from March
to April. The present rate of activity is somewhat less than at any other
time during the past two years. The recent decline has been fairly wide-
spread among the industries of the district, with textiles and tobacco manu-
factures showing the largest lossses.

Building activity in the district continues at a high rate, however, al-
though permits recently have been in smaller volume than a year ago.
April contract awards, which increased over the March total, were larger
than a year ago and employment in the building industry has shown large
gains. The building material industries are also seasonally active, although
sales are smaller than in 1926 and prices have continued downward.

A better demand has been evidenced for both steam and domestic sizes
of anthracite and collieries are again working close to capacity. Non-
union bituminous mines are also very active, although the market for soft
coal has shown no improvement since the beginning of the strike.

A quiet market exists for most iron and steel products as indicated by
another decline in the unfilled orders of the Steel Corporation and some
weakening in pig iron quotations. Output of pig iron and steel ingots
has declined although ingot production in April was the largest ever re-
corded for that month., Production and shipments of iron and steel cast-
ings fell off in April, but unfilled orders increased during the month.

The textile industries in the district are only moderately active. The
upward movement in raw cotton prices has been accompanied by higher
prices for goods but mill activity has decreased and is considerably less
than a year ago. Woolen mills also are less active and quotations for
domestic raw wool, tops and fabrics have declined. Further price declines
have occurred in raw silk and silk goods despite the present fair volume of
sales, which exceeds that of last year. Full-fashioned hosiery mills are
working close to capacity in supplying existing demands, and carpets and
rugs are selling in somewhat larger quantities.

There is an improved demand with advancing prices for packer hides,
but only a quiet market for goatskins and black and colored kid. Demand
for shoes shows no improvement and operations are at two-thirds of plant
capacity.

Agrigultural operations have been delayed by unseasonable weather,
but ploughing and planting are now more than haif completed, Wheat and
rye were unaffected by the cold weather and promise a good yield, but
some fruit trees were damaged by frost following the early warm spell.
Pastures and livestock are reported in good condition.

The dollar volume of business in the district, as evidenced by check
transactions in the leading-cities, continues to run slightly ahead of last
year, and car loadings in the Allegheny District during April average 1.4%
higher than in the correspondeng period of 1926. Retail sales in April
Wwere considerably larger than in the same month last year, but this gain
is largely attributable to the late Easter this year. Retail volume for the
first four months of the year was slightly smaller than in the same period
of 1926, The volume of wholesale business was less in April than a year
ago in all lines but shoes and jewelry, while collections in every reporting
trade were smaller than in 1926.

City Conditions.

Mercantile conditions in the leading city areas of this district improved
materially in April as compared with the year before, owing largely to the
lac!: that the bulk of the Easter trade this year was done in April. It was
mainly for this reason that retail trade and check payments generally were
much greater in that month than in the like period of last year.

Industrial activity, on the other hand, slackened noticeably from March
to April, the recession being somewhat more pronounced than that at the
same time last year when manufacturing and building were at a very high
level. Nevertheless consumption of electric power continued to expand.
Building permits also declined in most cities although Harrisburg, Scran-
ton, Trenton and Wilmington showed large gains over April 1926.

Retail Trade.

About tyo out of three of the preliminary reports indicate that retail
trade in this district during the month ended the middle of May increased
over that of a year before, the rest showing a decrease, Prices continue
fairly steady, although in a' number of cases reductions have been made.
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Sales in April were 6.3% greater than those in the same month of last
year, a fact which is partly explained by the lateness of Easter this year.
Total sales during the first four months of this year, however, were about
29 under the volume for the corresponding period of last year. Marked
increases in April were shown by all reporting lines except credit stores,
which registered a decline of over 39%. Items showing increased sales frcm
March to April outnumbered considerably those registering decreases.
Large gains were made in the sale of toilet articles and drugs, ribbons,
silverware and jewelry, leather goods, men's clothing and furnishings,
women’s suits and hosiery, shoes, juniors’ and girls’ ready-to-wear, furs,
gloves, silk and muslin underwear and infants’ wear, while marked losses
were recorded in silks and velvets, cotton and woolen dress goods, linens,
domestics, boys’ wear, furniture and bedding, china and glassware, mu-
sical instruments and radios,

Inventories at the end of April were 2.2% lighter than those of a month
previous, but were a trifle larger than supplies on the same date last year.
Qutstanding orders at the end of the month were 6.3% smaller than those
of a year before. Collections during April were about 6% larger than
those in April 1926, nevertheless receivables at the end of the month were
7.7% greater than a year earlier. The rate of turnover between January
and April was slightly lower than that in the similar period of 1926.

Wholesals Trade.

Early estimates show that a moderate volume of wholesale business is
being done in drugs, groceries, dry goods, hardware and paper, but the
demand for shoes, jewelry and electrical supplies is only fair. Compared
with those of four weeks ago, sales of drugs, hardware and dry goods
appear to be about equal, while the demand for shoes, groceries,.paper and
electrical supplies is less active. Buying for immediate delivery still pre-
dominates. Slight recessions are noted in groceries, hardware and elec-
trical supplies, but in other lines prices continue practically unchanged
from last month’s level.

April sales in all reporting wholesale lines declined about 79 from the
total for March. In comparison with a year before, only shoes and jewelry
show gains, other lires being responsible for a drop of over 6% in the
total. Stocks at the end of April were smaller than on the same date last
year in shoes, dry goods, groceries, hardware and paper, while inventories
of drugs, electrical supplies and jewelry were greater. Only in shoes did
receivables exceed those of a year earlier. The ratio of accounts out-
standing to sales, though exceeding the March figure, was appreciably
under that in April 1926. Collections during April were smaller than in
April 1926, especially large decreases being reported in dry goods and
jewelry.

Decline in Industrial Employment Conditions in
Chicago Federal Reserve District.

A decline of 0.9% in the volume of employment at manu-
facturing plants of the Seventh (Chicago) Federal Reserve
District was reported for the period March 15 to April 15,
the ‘“Monthly Business Conditions Report” of the Federal
Reserve Bank of Chicago states, adding:

This follows an early soring recession of 0.5% registered for the preceding
month, and brings employment to a level about 5% lower than in April
1926. At least part of the downward trend in employment for April,
however, can be ascribed to the lateness of the season, cold weather and rains
retarding an active demand for many products.

Losses exceeding the average were registered by the metals, textiles, lum-
ber and leather groups, while definite gains were shown in the manufacture
of automobiles, rubber products and most of the building materials. Under
the ‘“‘metals” group, the loss shown was almost entirely the result of the
heavy reductions in the manufacture of machinery and electrical apparatus;
under “‘textiles,” it was due to the continued curtailment in the clothing
industry. The decrease in employment at furniture factories again ac-
counted for the loss registered by the lumber products group, while leather
industries generally made further reductions in their working forces. De-
clines in meat packing and confectionery more than offset increases in other
food industries, as in canning and preserving, the manufacture of ice and
ice cream, and In dairy products. A slight gain was made by the chemical
products group, and rubber products showed a marked increase in employ-
ment. Greater activity in construction work was reflected in the stone,
cement, brick and glass industries, as well as in the manufacture of sash,
door and interior finish.

At Detroit employment continued to gain slightly, the reports from the
Employers' Association indicating a 0.3% increase from the second week in
Avril to the corresponding week of May. Workers applying for positions
at the free employment offices of the State of 1llinois were in declining ratio
to the number of positions availatle, falling from 174 % at the end of March
to 154 at the close of April; the employment offices of Towa showed a similar
decline, from 352% to 269; while in Indiana the ratio remained about the
same, 122 as compared with 120 the preceding month.

EMPLOYMENT AND EARNINGS—SEVENTH FEDERAL RESERVE
DISTRICT.

Number of Wage Earners.
Week Ended.

Apr. 15
1927.

Total Earntngs.
Week Ended.

Apr. 15
1927,

Industrial
Groups.

Per

Mar. 15
1927.

368,183

Mar. 15
1927.

$9,723,042($0,768,747
3,861,557 3,838,228

Cent
Change.
—0.9

—1.2
+2.6
,070 —3.4
48,762
14,321
30,976
-| 10,701
-| 15,231

3,484
29,012

All groups (10) 364,873
Metals & metal prod’ts

(other than vehicles)| 150,366
Veh 34,950
Textiles & textile prod.
Food and related prod.
Stone,clay & glass prod
Lumber & its products.
Chemical products. ..

)

84,364

Paper and printing____ 29,014 0227990 920135
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Recession in New England Industry Reported by
Federal Reserve Bank of Boston.

A marked recession in New England industry during the
past few weeks from the rate of activity maintained during
March is reported by the Federal Reserve Bank of Boston,
which in its June 1 “Review,” further summarizing the sit-
uation, says:

The' New England Business Activity Index dropped 4% in April, com-
pared with March, and as a result was lower than in April a year ago.
The index for each of the first four months of 1927 has been below that
of the corresponding months last year. The recession in activity was gen-
eral throughout the important industries. Cotton consumption decreased
considerably during recent weeks, although it has been running ahead of
the same period a year ago. Wool consumption also showed a marked de-
cline in April from March and the wool market has been quiet in this dis-
trict. The shoe industry of New England was not as active in April as
in March this year and, although total production for the first four
months of 1927 was about equal to that of the same period of 1926, April
production this year was less than a year ago. The shoe industry of the
United States showed a decline in activity during April as compared with
March, but was ahead of the same period in 1926. Contracts awarded for
new building in New England during recent weeks were less than those of
Mdrch, although the volume has continued to be heavy. Preliminary re-
ports indicate that the volume in May has been less than for the same month
a year ago. The value of contracts awarded for new residential building
increased in April, compared with March, but those of new commerecial
and industrial building decreased to more than offset the gain in residen-
tial building. The larger industrial centres in New England reported a
reduction in the total number of workers employed in April, and the num-
ber of “help wanted” advertisements in Boston newspapers was smaller in
April than in March, or in April a year ago. Sales of new automobiles in
New England in April were substantially below those of the same month
last year. The sales of larger cars during the first four months of this
year were slightly ahead of the same period a year ago, but there has been
a sharp decrease in the combined sales of the two most prominent low-
priced four-cylinder cars. Freight car loadings in New England during
recent weeks were slightly ahead of the same period a year ago. Sales of
department stores in New England during the first three weeks of May
were lower than the corresponding period in 1926. The number of com-
mercial failures in New England, reported weekly, has increased since the
early part of April. There has been practically no change in the condition
of the money market during recent weeks, although money usually eases
at this time of year.

Business in Kansas City Federal Reserve District
Suffered as Result of Continued Rains—QGain in
Retail Trade—Conditions in Wholesale Trade.

Business in the Tenth (Kansas City) District was af-
fected somewhat adversely during April by almost daily
downpours of rain and continued cloudiness over the east-
ern half, occasional rains and snows over the Great Plains
and Rocky Mountain regions, and abnormally low tempera-
tures over practically the entire area, according to the
“Monthly Review” of the Federal Reserve Bank of Kansas
City dated June 1. The account continues:

Statistical reports covering operations in industry and trade revealed
jrregularities quite unusual for the mid-spring month. Losses in some
lines were balanced by gains in other lines and the volume, measured by
bank debits or payments by check, was 7-10 of 1% less than in March and
49, greater than in April 1926. The advent of more seasonal weather early
in May brought improvement to the general situation and, while there had
been no great expansion, such reports as were available indicated a heavy
volume of production and trade and a bright outlook for the summer
season.

May reports from the winter wheat belt indicated a large crop, probably
not up to the bumper crop of last year, but considerably above the ten-year
average. Spring plantings, retarded by the unfavorable condition of
weather and soil, were making excellent progress. On the whole erop pros-
pects were good, and conditions for livestock were better than they were
a year ago.

Daily output of crude oil in April was only a few barrels less than the
high record output for March, but mid-May reports indicated efforts to
curb production by curtailing development operations were resulting in de-
creases in the daily average flow in nearly all of the producing fields in
this district. The first month of the coal year showed a noticeable de-
crease in the output of mines in Missouri, Kansas and Oklahoma, and some
reduction in Colorado, Wyoming and New Mexico. Prices of zinc and lead
ore declined to the lowest level of the year. Shipments of zine ore fell
off and shipments of lead ore increased. Production of Portland cement
increased and the manufacture of face brick decreased.

The April output of flour with one day less for grinding, was 3.7% below
that for March and 28.7% in excess of the output for April 1926.
Slaughtering of cattle, calves and sheep at meat packing plants decreased,
but the numbers of hogs slaughtered was 17% greater than in the like
month of 1926,

Conditions for the wholesale trade were unsatisfactory and the money
value of goods distributed, combined for six reporting lines, fell below
that for March, but was larger than that for April a year ago. Retail trade
at department stores was in larger volume than in the preceding month,
and larger than in the corresponding month last year.

Little progress was made in building and general construction during
April, but contract awards were larger than in any preceding month since
October, thus assuring moderately heavy activity through the remainder
of the season.

The interruption of outdoor work during the month resulted in consid-
eralbe unemployment, but with the better May conditions, a general re-
sumption of activity and the harvest season coming on, the employment
situation improved.

The money and credit situation continued easy and there was no change
in interest and discount rates during April and the early half of May. The
banks were supplied with funds in plenty to take care of their ordinary
demands and to finance the harvest and the heavy marketing of new wheat
which is scheduled to start at the end of June.

In its report on retail and wholesale trade the Bank
says:

Retail Trade.

Sales of department stores in cities of the district, indicated in the
monthly summary, were 10.7% larger than in March and 6.8% larger than
in April 1926, while sales for the four months were 8.5% larger than in
the corresponding four months of 1926. Of the 35 departm.ent tsores re-
porting for the month 23 showed increases and 12 decreases' in the volume
of sales as compared with April 1926. A number of repornng. stores han-
dling men’s and women’s apparel indicated their combined April sales were
3.29% larger than in March and 4.89% larger than in April of last year.
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Sales of reporting retail furniture houses were 8.8% above the March total
but fell 12.5% below the total for April 1926.

Stocks reported by department stores at the end of April showed a de-
crease of 1.3% from the total one month earlier and a decrease of 8.3%
from the total a year earlier. Stocks at apparel stores and at retail fur-
niture stores were smaller by 5.1% and 4.5%, respectively, than at the
end of April 1926,

Wholesale Trade.

The dollar value of merchandise sold by wholesale firms in six leading
lines reported to the “Monthly Review” for April was 6.5% smaller than
for March, but 7.2% larger than for April 1926. The reports by lines
indicated smaller sales of dry goods, hardware, furniture, drugs and milli-
nery and larger sales of groceries than in March. On the other hand, April
sales of all reporting lines, with the exception of millinery, were larger
than in April 1926. The decline in sales of dry goods during the month
was attributed in part to the fact that merchants had already made their
heavy purchases, although unfavorable weather and bad conditions of roads
were the principal deterrents mentioned in the reports of all lines.

No important changes in the market prices of staple dry goods were
reported, although on account of the recent advance in the price of cotton
there was a tendency by manufacturers to make slight advances in prices
of domestics,

The implemant business generally was reported good, with sales well
ahead of this time last year. Sales of ‘“‘combines” for the coming wheat
harvest were reported as running far ahead of all former pre-harvest sea-
sons. In Kansas it was estimated 13,000 combines, machines that cut and
thresh the wheat at the same time, would be in use this season. Last year
8,000 combines were in use.

Review of Meat Packing Industry by Chicago Federal
Reserve Bank.

Regarding the meat packing industry we quote the fol-
lowing from the June 1 “Monthly Business Conditions Re-
port” of the Federal Reserve Bank of Chicago:

Production at slaughtering establishments in the United States was
seasonally lower for April than for the preceding month, while employment
for the last payroll of the period showed a decline of 2.7% in number,
3.2% in hours worked, and 3.5% in total value from corresponding figures
for Mareh. Domestic demand averaged fair. Sales billed to domestic and
foreign customers by 53 meat packing companies in the United States
totaled 1.09% greater than in March and were 5.5% below a year ago.
Chicago quotations for pork, lard and veal showed some recession in April
from March, those for smoked meat held fairly steady, while prices of beef,
lamb and mutton firmed. May 1 inventories at packing plants and cold
storage warehouses in the United States exceeded those of April 1 despite
a reduction in beef, lamb, mutton and miscellaneous meat holdings. Stocks
of cured beef, dry salt pork, lamb and mutton declined from the corre-
sponding date last year, while the volume of other edible products in-
creased. All the items, with the exception of frozen and pickled pork,
fell below the 1922-26 May 1 average. A glightly larger tonnage of lard
was forwarded in April for export than in the preceding month, but the
volume of meats showed little change. European customers purchased a
fair tonnage of lard and oleo oil, and the English demand for hams im-
proved somewhat, while foreign trade in other packing house products re-
mained rather narrow. Consigned stocks abroad were indicated slightly
heavier than at the beginning of April. Prices remained a little under
Chicago parity.

Increased Business Activity in San Francisco Federal
Reserve District.

In the Twelfth San Francisco Federal Reserve District,
general business activity expanded by more than the usual
seasonal amount during April 1927 and was at higher levels
than in April 1926. Increased activity was the result of
increases in volume of distribution and trade, and there
was no corresponding increase in industrial output, says
Isaac B. Newton, Chairman of the Board and Federal Re-
serve Agent of the Federal Reserve Bank of San Francisco,
in his monthly summary issued under date of May 20. Mr.
Newton in reporting further stated :

This bank’s seasonally adjusted index of daily average bank debits, a
measure of settlements arising from all types of transactions—commercial,

investmtment and speculative—arising within the distriet, advanced slightly
during April and was above the figure of a year ago.

BANK DEBITS*—TWELFTH DISTRICT.
Apr’27.. Mar.’27. Feb.’27. Apr.26. Mar.’26.
With seasonal adjustment____ 164 161 161 150 150
Without seasonal adjustment._ 167 173 182 150 159

*Daily average, 1919 average—100.

The dstrict’s industrial plants did not experience the full seasonal ex-
pansion of output usually noted during April. In general, industrial pro-
duction is estimated to have approximated that of a year ago. Distribu-
tion and trade proceeded in greater volume during April 1927 than during
April 1926, and, if allowance be made for usual seasonal movements, were
more active than in March 1927. Daily average railway freight car load-
ings, a measure of the physical volume of distribution, were larger in
number than in April a year ago, and value of sales, both at wholesale and
at retail, showed an increase. Increased car loadings over the year period
are accounted for almost entirely by increases reported for Arizona, Cali-
fornia and Nevada, the number of car loadings in the Pacific Northwest
having been 5% in April 1927 than in April 1926.

Soundness continned to characterize the banking and credit situation in
the district. Condition statements of member banks have revealed only
mild seasonal changes, and demands upon the Federal Reserve Bank of
San Francisco have declined.

The trend of prices continued downward during April, although advances
in prices of some of the district’s important agricultural products were
recorded during the latter part of that month and early in May.

Slight Advance in Farm Price Level in May.
According to the Department of Agriculture, the general
level of farm prices advanced during May to 126% of pre-
war, a gain of one point over April. At 126 the index is still

24 points above the 1910-14 average for May, but 13 points
below May a year ago, the Departments notes in its state-
ment issued May 26, which also supplies the following infor-
mation :

While sharp gains were made in the grain group from 119% to 127%,
fruits and vegetables, from 147% to 158%, cotton and cottonseed, from
101% to 113%, declines in the other groups partially offset the effect of
these advances. Meat animals dropped from 1439% to 187%, due largely
to the decline in hog prices. Dairy and poultry products dropped 3 points,
from 133% to 1309%, with the larger recession occurring in the dairy
index. While the change in the general index is not spectacular, the price
shifts of the individual commodities within the groups warrant more
attention.

Ootton prices with a gain of about 13% over the April price featured in
the advance for the month. The flood conditions along the Mississippi
as they affect crop acreage in the inundated areas, together with further
prospects of boll weevil damage, delayed plantings in many sections, the
heavy export movement and the continued high rate of domestic con-
sumption are probably reflected in the advance of the farm price,

Behind the gains of about 119 in corn prices, is probably to be found
the unfavorable spring, delayed plantings and light receipts which have
caused uneasiness on the market and advancing prices. Not since the war
period have there been any comparable advances of the May farm price of
corn over the April price, In 1919 May prices advanced 8% over the pre-
vious month, which was the largest advance for the same period during
recent years. Corn prices all during the year have been at a rather low
level, due to the large crop, especially in the South, and some advance
during the past few months could be expected. However, an advance of
11% during the past month was unusual.

Wheat also made sharp gains over the previous month. The increase
of the May farm price of 10% over the April price has been equaled twice
in the past eight years, in 1919 and 1924. While it is not unusual for
grains to advance some from April to May, such abrupt movements between
April and May in the farm prices are unusual,

Hogs, with a decline of about 10%, are now at the lowest point since
January 1924. At 130% of pre-war the farm price is now 35 points below
May a year ago. The decline in price is probably a reflection of a much
reduced foreign and domestic demand, with slightly heavier receipts at
the prineipal market. Cottonseed oil has been a constant factor in holding
down lard prices since the large cotton crop last season. The corn hog
ratio declined 8 points, from 15.9 to 12.9, at which point it is 4.9 points
below a year ago, and 1.8 above the 1910-14 average.

The Department of Agriculture price index of farm prod-
ucts for April 15 showed the lowest point reached in five
years, being placed at 125% of the pre-war level, against
126 on March 15 and 140 on April 15 a year ago. The De-
partment’s advices April 29 added in part:

Both farm and market prices of cattle and lambs have increased the past
several months, which is attributed to the strong domestic demand for
animal products which are not on an export basis. The most marked de-
cline in the farm price of any one product is in cotton, which has dropped
from 184% to 99% of pre-war since April 1926.

The Bureau’s index of purchasing power of farm products in terms of
non-agricultural commodities is placed at 82 for March, against 87 in March
a year ago, the five-year period 1909-1914 being considered 100.

Inder Numbers of Farm Prices—Aug. 1909-July 1914=100,

April 1926. March 1927.  April 1927.
131 121 119
253 147
146 143
133 133 133
135 102 101
ified 83 81 80

140

160

Grains
Fruits and vegetables
Meat animals

Dairy and poultry
Cottonseed and cotton
Unel

140
144

Farm price index 125

Non-agrieultural products

126
153

Purchasing power farm products__ 88 82

Agriculture Set Back During April by Adverse Weather.

April provided many setbacks for what had promised to be
an early agricultural season, reports the Bureau of Agri-
cultural Economics of the United States Department of Ag-
riculture in its May 1 review of the farm situation. Reports
to the Bureau record every possible sort of weather disturb-

ance over the country last month. In its review for the
month, made public May 2, the Bureau says:

The inundation of cotton lands in the lower Mississippi Valley, according
to the Bureau, will unquestionably have an effect on cotton acreage this
year. Rains and freezes in the West caused delay in spring work and wide-
spread damage to fruit and grain, although the spring wheat territory has
been benetited by soil moisture.

The Far West experienced severe snowstorms and low temperatures with
resulting injury to fruit and tender €rops even on the Coast. Portions of
the East have been too dry for good soil preparations, abnormally warm
weather alternating with heavy frosts. The season is advanced in the South
as regards general farm work, but operations elsewhere have begun to lag
behind schedule.

Southern truck crop acreages are reported to have been increased over
last season by probably one-half more early celery and carrots, one-third
more early lettuce, tomatoes, cucumbers, beans and strawberries, and Florida
and Texas potatoes. Southern deciduous fruits have shown a fairly good
bloom, but the etxent of recent frost damage is not yet fully known.

The decline in prices of hogs last month is reported as the most signifi-
cant development among the livestock industries. The decline is attributed
chiefly to lessened demand, European markets being weaker and domestic
consumption of pork products, especially in the South, having decreased.

A strong demand for ecattle is reported, with cattlemen restocking their
ranches. The new crop of calves, pigs and lambs which come most heavily
in April encountered bad weather conditions, livestock reports beginning to
reflect losses from that cause.

Discussing the recent estimate of a decrease of 649,000 persons in the
farm population last year, the report states that there has been a total loss
of around 3,000,000 in farm population since the census of 1920, ‘‘a factor
of more consequence than all current shifts of weather, production or
prices.”
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Rapid consumption of apples is cited as an outstanding feature of the
cold storage situation, 2,000,000 barrels having moved into consumption
during March, and April 1 stocks only a little heavier than the average
stored on that date in the last five years. Storage stocks of butter have
been reduced to a negligible quantity.

The cold storage situation, says the Bureau, ‘‘would seem to be encour-
aging to producers of butter, beef cattle and hogs. It increasingly suggests
that the poultry industry is in the midst of a period of expansion and that
egg producers would do well to watch the signs ahead.”

The Bureau’s general index of purchasing power of farm products in terms
of non-agricultural commodities remained at 82 in March, the five pre-war
years being considered at 100. This compares with 87 in the same month
a year ago, 91 two years ago and 79 three years ago.

Hog Prices Lower with Increasing Domestic Pork
Supplies.

Hog prices now are lowest since December 1924, and 329,
lower than a year ago, the Bureau of Agricultural Econo-
mics, United States Department of Agriculture announced
on June 2. The Bureau, says:

The decline is reflected to some extent in wholesale prices of cured pork
products, and should be followed by lower retail prices, says the bureau.

Price reductions in the livestock and wholesale meat markets are
attributed to increased supplies of pork in the domestic market, the result
of increased slaughter and a sharp curtailment in the export movement.

Pork production under Federal inspection has increased 61,000,000
pounds since Jan. 1 this year compared with a year ago, and exports have
declined more than 118,000,000 pounds. Imports during the same period
have increased over 6,000,000 pounds. This represents a total increase
of 814 9% in domestic supplies over the same period last year.

‘Wholesale prices of light hams and dry salt backs at New York are around
20% less than a year ago, and bacon and picnic shoulders in the same
market show a decline of 14 to 17%. Heavy hams in the Chicago whole-
sale market are down 13 to 17%, fat backs 15%, and picnics and fancy
bacon 21%.

New Prices and Models of Automobiles.

The Olds Motor Works, Oldsmobile Division of General
Motors Corporation, on May 31 announced price reductions
ranging from $50 to $115 per car, effective June 1. In ad-
dition, the company is furnishing as standard equipment
front and rear bumpers and rear view mirror. Compara-
tive prices on the company’s models are as follows:

Model— old Price. New Price.
Two-door sedan $950
Coupe

Four-door sedan.
De luxe roadster.

Reduction.
$75

The Reo Motor Car Co. has brought out a complete new
line of Speedwagens, ranging from $1,085 for the Speed-
wagon Junior, a new model, to $1,620 for the Master Speed-
wagon with closed cab and a 9-foot stake-body, The model
with cab and express body is priced at $1,580. The price of
Junior chassis only is $895. Additional Speedwagon mod-
els completing the new line will be announced within the
next few weeks.

A new line of truck chassis with six-cylinder Knight mo-
tors has been placed on the foreign market by the John N.
Willys Export Corporation. The line is to be known as
Willys-Knight trucks and will be offered in three sizes—
1%, 2 and 3 tons—to retail from $1,485 to $2,440.

Decrease in Newsprint Production in April.

The April production of paper in the United States as
reported by identical mills to the American Paper & Pulp
Association and co-operating organizations, showed a de-
crease of 6% as compared with the March’s production
(following a 13% increase in March over February), ac-
cording to the associations “Monthly Statistical Summary

of Pulp and Paper Industry,” made public June 1. All
grades showed a decrease in production as compared with
March, with one exception. The summary is prepared by
the American Paper & Pulp Association as the central or-
ganization of the paper industry, in co-operation with the
Binders Board Manufacturers’ Association, Converting Pa-
per Mills Association, Cover Paper Association, Newsprint
Service Bureau, Wrapping Paper Manufacturers’ Service
Bureau, Writing Paper Manufacturers’ Association and
Paperboard Industries Association, The figures for April
for same mills as reported in March are:

Stocks on
Hand End
of Month—
Net Tons.

No. of| Production

Net Tons.

Shipments
Net Tons.

130,236 129,010
90,357 90,693
y 190,851

x

11,221

20,534 20,929

556,503

558,412 244,969

During the same period, domestic wood pulp production
decreased 4%, this decrease being distributed over all
grades. The April total (mills identical with those report-
ing in March) as reported by the American Paper & Pulp
Association, are as follows:

Stocks on
Hand End
of Month—
Net Tons.

No. of
Mils.

Production
Net Tons.

Used

Shipments
Net Tons.

Net Tons.

Groundwood Pulp
Sulphite News grade. ...
Sulphite Bleached
Sulphite Easy Bleached.
Sulphite Mitscherlich. .
Sulphate Pulp

107,692
42,131
23,081

3,869

16,802
14,619
Other than Wood Pulp.. 2 41 47

186,046

890,669
38,191
21,452

143,998
10,122
2,526
687

884
2,833
2,753
22

Total—all grades....| __ 215,312

163,825

Slight Gain in Softwood Lumber Movement—Floods
Continue to Curtail Hardwood Production.

The National Lumber Manufacturers’ Association inter-
prets reports received by telegraph from 440 of the leading
lumber mills of the country as indicating a slight gain over
the previous week for softwood production and shipments,
with the order file about the same. Even after making al-
lowance for the smaller number of softwood mills reporting
this year, it is apparent, the report says, that the volume of
softwood lumber being produced, sold and shipped is about
109% less than at this time last year.

The Mississippi Valley floods continue to curtail hard-
wood production, but have had the effect of stimulating ship-
ments and new business, as compared with last year, declares
the National Association’s report, which adds the following

details:
Unfilled Orders.

The unfilled orders of the Southern Pine Association were not received
in time for publication. For the 72 West Coast mills the unfilled orders
were 309,431,660 feet, as against 297,824,998 feet for 70 mills a week earlier,

Altogether the 290 comparably reporting softwood mills had shipments
104 % and orders 104% of actual production. For the Southern Pine mills
these percentages were respectively 104 and 90; and for the West Coast
mills 106 and 111.

Of the reporting mills, the 269 with an established normal production for
the week of 183,617,473 feet, gave actual production 1009, shipments
1039% and orders 101% thereof.

The following table compares the lumber movement, as reflected by the
reporting mills of seven softwood and two hardwood regional associations,
for the three weeks indicated (000s omitted):

Corresponding

Preceding Week
Week 1926.

1927 (Revised).
Softwood |}1ardwood

200 169
185,802 | 17,842
Shipments - 109,813 | 20,617 | 245,325 | 18,110 | 196,451 | 26.643
Orders 200,292 | 19,278 | 236,226 | 20,070 | 201,655 | 26,225

* Fewer West Coast mills are reporting this year; to make allowance for this add
26,000,000 to production, 28,000,000 to shipments and 29,000,000 to orders in
comparing softwood with last year.

Because of considerably smaller number of West Coast mills making
statistical reports this year, cumulative figures comparing production, ship-
ments and orders for 1927 and 1926 are discontinued.

The mills of the California White & Sugar Pine Association make weekly
reports, but not being comparable, are not included in the foregoing tables.
Fifteen of these mills, representing 43% of the cut of the California pine
region, gave their production for the week as 18,796,000, shipments 15,~
810,000, and new business, 13,808,000. Last wetk's report from 18
mills, representing 52% of the cut, was: Production, 21,780,000 feet,
shipments, 19,435,000 and new business, 16,290,000.

West Coast dovement.

The West Coast Lumbermen's Association wires from Seattle that
new business for the 72 mills reporting for the week ended May 28 was
11% above production, and shipments were 6% above production. Of
all new business taken during the week, 54 % was for future water delivery
amounting to 46,343,284 feet, of which 29,960,675 feet was for domestic
cargo delivery and 16,382,609 feet export. New business by rail amounted
to 36,959,858 feet, or 43% of the week's new business. Forty-two per
cent of the week's shipments moved by water, amounting to 34,490,841
feet, of which 24,451,974 feet moved coastwise and intercoastal, and
10,038,867 feet export. Rail shipments totaled 45,205,274 feet, or 54% of
the week's shipments, and local deliveries 5,070,835 feet. Unshipped
domestic cargo orders totaled 127,978,764 feet, foreign 73,593,968 feet,
and rail trade 107,858,928 feet.

Southern Pine Reports.

The Southern Pine Association reports from New Orleans that new
business for the 103 mills taken during the week amounted to 51,973,533
feet (previous week 60,666,246); shpiments, 60,315,729 feet (previous
week, 61,017,795) and production, 57,793,818 feet (previous week 59,-
286,549). Running time for these mills was not received in time for
publication.

The Western Pine Manufacturers Assoclation of Portland, Ore., with
three fewer mills reporting, shows production and shipments about the
same, and new business slightly below that reported for the preceding week.

The California Redwood Association of San Francisco, Calif., with one
more mill reporting, shows a substantial increase in production, a slight
increase in shipments and a fair gain in new business.

The North Carolina Pine Association of Norfolk, Va., with ten more
mills reporting, shows considerable increases in all three items.

The Northern Pine Manufacturers Assoclation of Minneapolis, Minn.,
reports a slight decrease in production, a notable decrease in shipments,
while new business fell off to some extent.

The Northern Hemlock & Hardwood Manufacturers Association of
Oshkosh, Wis. (in its softwood production) with two fewer mills reporting,

Past Week.

Softwood |Iiardwood

290 135
192,273 14,268

Softwood |Hardwoad

340
245,365

127
21,513
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shows some increase in production, shipments about the same, and approxi-
mately a 100% increase in new business.
Hardwood Reports.

The Northern Hemlock & Hardwood Manufacturers Association of
Oshkosh, Wis., reported from 14 mills (two fewer mills than regorted for
the previous week) marked decreases in production and shipments, and
new business considerably less than that re-orted for the week earlier.

The Hardwood Manufacturers Institute of Memphis, Tenn., reported
from 121 mills (32 fewer mills than reported for the week before) large
decreases in all three factors. The normal production of these units is
20,328,000 feet.

West Coast Lumbermen’s Association Weekly Report.

Seventy mills reporting to the West Coast Lumbermen’s
Association for the week ended May 21 manufactured 71,-
531,242 feet, sold 81,249,687 feet and shipped 79,441,557 feet.
New business was 9,718,445 feet more than production and
shipments 7,910,315 feet more than production.

COMPARATIVE TABLE SHOWING PRODUCTION, NEW BUSINESS
SHIPMENTS AND UNFILLED ORDERS.
May 21. May 14. May 7.

71

72
71,531,242 74,265,525 76,794,228
81,249,687 86,257,337 58,875,279
79,441,557 82,600,778

74,147,640

114,605,293 119,697,099 123,578,790

112,280,515 110,147,960 105,612,798
70,939,180 70,485,189

67,525,672
297,824,088 300,330,248 296,717,260
27. 1926. 1925.

Week Ended—
Number of mills reporting
Production (feet) . - -
New business (feet) =
Shipments (feet) .. -
Unshipped balance:
Rail (feet) -
Domestic cargo (feet) - -
Exports (feet)

Total (feet)
First 20 Weeks of—
Average number of mills. . 105 1
* Production (feet) 1,462,736,930 2,052,118,139 2,042,400,372 2,011,735,683
New business (feet)- -1,563,140,5645 2,169,275,790 2,073,666,373 1,890,347,101
Shipments (feet) 1,510,667,890 2,124,001,872 2,074,605,487 2,070,435,812

April 30.
72

71,977,134
76,699,141
87,369,292

126,749,611
109,935,389
66,697,439

303,382,439
1924,

Crude Oil and Gasoline Prices Remain Unchanged at
Recent Levels.

Prices of crude oil and gasoline remained at the recent
low levels, according to available information, throughout
the week. No changes have been noted in the price of
crude oil and only one in the case of gasoline, that being
the reduction of 2.2¢. per gallon announced May 31 by the
Standard Oil Co. of Indiana and the Pure Oil Co. This re-
duction brought the price down to 17c. retail. The smaller
companies in the Minneapolis area followed the reduction,
and one independent station cut to 15.8¢c. a gallon.

Effective May 31 the Imperial Oil Co., Ltd, (Canada),
reduced the tank wagon and service station prices of gaso-
line 2¢. in Ontario and le¢. in Quebec.

In the wholesale markets at Chicago, the following prices
were quoted June 3: United States Motor grade gasoline
6% @67%c. ; kerosene, 41-43 water white, 43 @434¢. ; fuel oil
easy; 24-26 gravity, 90@95c¢.

Crude Oil Output Greatly Increased.

Production of crude oil in the United States increased by
20,300 barrels per day during the week of May 28, bringing
the daily average up to 2,498,300 barrels—near the recent
record output of 2,506,400 barrels in the week of May 7 1927,
the American Petroleum Institute reports, The current
production compares with 2,478,000 barrels for the week of
May 21 and with 2,486,700 for the preceding week. The
daily average production east of California was 1,872,300
barrels, as compared with 1,850,300 barrels, an increase of
22,000 barrels. The following are estimates of daily aver-
age gross production by districts for the weeks indicated :

DAILY AVERAGE PRODUCTION.

(In Barrels)— May 28 '27. May

Oklahoma 747,200

4°'27. May 29 '26.
5,66 462,000

Colorado
New Mexico. .-
California

3,950 2,650 1150

) 3,750
626,000 627,700 635,300 601,100
2,498,300 2,478,000 2,486,700 2,010,500

The estimated daily average gross production of the Mid-Continent
field including Oklahoma, Kansas, Panhandle, North, West Central, East
Central and Southwest Texas, North Louisiana and Arkansas, for the
weel ended May 28 was 1,514,800 barrels, as compared with 1,498,850
barrels for the preceding week, an increase of -5,950 barrels. The Mid-
Continent production, excluding Smackover, Arkansas heavy oil, was
1,425,100 barrels as compared with 1,409,400 barrels, an increase of 15,700
bag:e%klahoma. production of North Bremen is reported at 5,650 barrels
against 5,900 barrels; South Braman, 3,350 barrels, against 3,500 barrels;
Tonkawa, 22,750 barrels, against 23,000 barrels; Garper, 14,850 barrels,
against 15,050 barrels; Burbank, 44,450 barrels, against 43,150 barrels;
Bristow-Slick, 27,100 barrels, against 27,050 barrels; Cromwell, 12,650
parrels, against 12,750 barrels; Papoose, 6,550 barrels, against 7,050
barrels; Wewoka, 19,100 pbarrels, against 19,500 barrels; Seminole, 293,550
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barrels, against 285,650 barrels, and Earlsboro, 63,300 barrels, against
65,650 barrels.

In Panhandle Texas, Hutchinson County is reported at 107,350 barrels,
against 107,500 barrels, and Balance Panhandle, 30,100 barrels, against
26,600 barrels. In East Central Texas, Corsicana Powell, 19,050 barrels,
against 19,150 barrels; Nigger Creek, 4,100 barrels, against 4,300 barrels;
Reagan County, West Central Texas, 26,650 barrels, against 26,950 barrels;
Crane and Upton Counties, 62,250 barrels, against 59,650 barrels; Brown
County, 25,900 barrels, against 26,050 barrels; and in the Southwest Texas
field, Luling. 16,600 barrels, against 16,750 barrels; Laredo District, 14,050
barrels, against 14,140 barrels; Lytton Springs, 2,150 barrels, no change.
In North Louisiana, Haynesville is reported at 7,750 parrels, no change;
Urania, 8,150 parrels, against 8,500 barrels; and in Arkansas, Smackover
light, 10,950 barrels, no change; heavy, 89,700 barrels, against 89,450
oerrel.; and Lisbon, 3,850 barress, no change. In the Gulf Cosst field,
Hull is reported at 17,900 barrels, against 18,300 parrels; West Oolumbia
10,000 barrels, against 10,250 barrels; Spindletop, 58,000 barrels, against
51,150 barrels; Orange County, 5,100 barrels, zgainst 5,250 barrels, and
South Liberty, 3,250 barrels, against 3,700 barrels.

In Wyoming, Sait Creek is reported at 42,950 berrels, against 46,800
barrels, and Suburst, Montana, 11,200 barrels, no change.

In California, Santa Fe Springs is reported at 41,000 barrels, against
42,000 barrels; Long Beach, 94,000 barrels, no change; Huitington Beach,
76,000 barrels, against 75,000 barrels; Torrance, 24,000 barrels, no change;
Dominguez, 17,500 barrels, against 17,000 barrels; Rosecrans, 10,500
barrels, ageinst 10,000 barrels; Inglewood, 36,000 barrels, no change;
Midway Sunset, 91,000 barrels, no change; Ventura Avenue, 38,800 barrels,
against 39,500 barrels, and Seal Beach, 44,000 barrels, against 46,000
barrels.

Estimated Pig Iron Output in May Reveals Falling Off.

Data gathered by wire by the “Iron Age” on May 31
show that the estimated pig iron production for May was
3,387,370 gross tons, or 109,270 tons per day. The figures
represent estimates of output for the last two or three days
of the month by the companies sending in the returns. It
was necessary to estimate the production of only five furnaces.

The May output of 109,270 tons per day compares with
114,074 tons per day in April—a loss of 4,804 tons per day,
or about 4.29%,. The next smallest production this year was
February at 105,024 tons per day. A year ago the May
output was 112,304 tons per day, reports the ‘“Age,” adding:

There were 12 furnaces shut down and only 3 blown in, a net loss of 9.
In April the net loss was 3. Of the 12 furnaces shut down all but two were
stecl-making stacks, 7 belonging to independent steel companies, 3 to the
Steel Corporation and 2 to merchant iron producers. The 3 furnaces
blown in included 2 independent steel company stacks and 1 merchant.

On June 1 there were 211 furnaces active as compared with 220 on May 1.
The total of possibly active furnaces has been reduced to 362.

Furnaces Blown In and Out.

The following furnaces were blown in during May: The Norton furnace
of the American Rolling Mill Co. in Kentucky; No. 5 Iroquois furnace of
the Youngstown Sheet & Tube Co. in the Chicago district and the Rockdale
furnace of the Roane Iron Co. in Tennessee.

Among the furnaces blown out or banked during May were No. 3 Swede
furnace in the Schuylkill Valley; No. 3 Clairton furnace of the Carnegie
Steel Co.; one Aliquippa furnace of the Jones & Laughlin Steel Corp.;
No. 2 Midland furnace of the Pittsburgh Crucible Steel Co.; No. 1 Monessen
furnace of the Pittsburgh Steel Co. and the Clinton furnace in the Pittsburgh
district; D furnace at the Cambria plant of the Bethlehem Steel Corp. in
Bethlehem, Pa.; the Oriskany furnace of the E. J. Lavino & Co. in Vir-
ginia: one Madeline furnace of the Inland Steel Co. in the Chicago district
and the Alice and Oxmoor furnaces of the Tennessee Coal, Iron & Railroad
Co. in Alabama.

The actual output for May will be published next week.

Steel Markets Sustain Recent Level of Consumption—
Pig Iron Trade Is Slow.

Pig iron output in May, with the last few days estimated,
shows a drop in the daily average of about 414 % from April,
reports the “Iron Age” in its June 2 issue, from which we
quote in another column further data concerning the month’s
production.

In steel, reports point to a surprising maintenance of gen-
eral consumption. Although the tendency is downward,
the shrinkage is in volume rather than in number of orders
and serves to emphasize the concentration on keeping mini-
mum inventories, observes the “Age.” Backlogs of unfilled
tonnage have increased as much as 109 with companies
not rolling rails, now between buying periods, or making tin
plate, which does not promise so well as in the first half of
the year. Again, with other mills, shipments have exceeded
bookings by 259, this weekly journal says, adding:

Ingot production has receded somewhat in the South, but otherwise
changes are of small proportions. The expectation now is that in view of
the high output in May, sustained largely by releases on March contracting,
the first half will match more closely than seemed likely the record-break-
ing output of the corresponding period last year.

The efforts mills are making to establish higher prices on shipments after
July 1, as on sheets and strips, are taken seriously, judging from the full
specifying now generally evident on existing lower price erders. Fresh
sales for immediate needs have put black and galvanized sheets at 3c. and
3.85¢., Pittsburgh, an advance of $2 a ton, or to the level sought by makers.
For autobody sheets, 4.25¢. is still an asking price, the body builders not
yet needing to make new purchases.

In tin plate, on one attractive order, the lowest price was $5.40 per base
box, Pittsburgh, a concession of only 10c. a box, whereas several weeks
ago the base quotation was shaded by 25¢. and on one order of only moderate
size the price went close to $5.

Irregularity in wire nails is still pronounced, with competition of varying
intensity in different localities. Production is pointing downward, al-
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though a more active demand is developing for fencing and barbed wire
and staples from flood-damaged regions.

The semi-finished steel market is generally quiet, which accounts in part
for quotations of wire rods in the East at $40 and $41.

On active bidding for plate orders, prices have softened so that 1.80c.,
Pittsburgh, is now quite general on the larger lots and 1.85¢. on the smaller
lots.

Structural steel bookings amounted to 29,000 tons, with 25,000 tons
additional under negotiation. Chief among the awards were the New York
Athletic Club, 6,100 tons, and a New York bank building, 6,000 tons. A
telephone building in New York now being bid on calls for 4,000 tons.

Concrete reinforcing steel contracted for in the week amounted to 12,000
tons, including 3,100 tons for a viaduct at Los Angeles, 2,000 tons for a
warehouse in Cleveland and 1,600 tons for a Pittsburgh warehouse. In
new projects some 7,700 tons are under negotiation.

Third quarter buying of pig iron has begun at Cleveland, where 20,000
tons was sold. Because of a considerable carryover and a slowing down
of foundry operations, sales for next guarter are not expected to equal those
of the current three-month period. Prices show little change.

Heavy melting steel scrap at Pittsburgh has declined 50c. to $15, brealk-
ing through the low level of a year ago without arousing consumer interest.
Steel makers are well stocked with scrap, and, with no prospects of heavier
melt, are not disposed to make speculative purchases. Cincinnati reports
the third 25c¢. reduction in a month. Large accumulations of scrap in
Texas, which would ordinarily reach the St. Louis market, have been di-
verted to Japan and Italy at higher prices.

Spot offerings of furnace coke at Connellsville are more than ample to
satisfy the demand.

German concrete reinforcing bars, totaling about 1,600 tons, will be
used in some of the New York subway work and in the New York-New
Jersey vehicular tunnel. On competition for 2,000 tons for Philadelphia
sewer work, a Pittsburgh mill had to go some $6 under the domestic quota-
tion and its price, even then relatively high, was accepted because of better
distribution of deliveries. Export business has brought cuts of $7 and as
high as $10 a ton.

The *“Iron Age' finished steel composite price has advanced from 2.367c.
a lb. to 2.374c. Pig iron composite remains unchanged for the third week
at $10.07 a ton, according to the usual price tables which are appended:

Fintshed Steel.

May 31 1927, 2.374 Cents per Pound.

One week 880 o ccmcccaaaaaaas 2.367¢c.
-2.339¢.

e -2.410¢.

10-year pre-war average........ 1.689¢.

Based on steel bars, beams, tank plates,
plain wire, open-hearth rails, black pipe
and black sheets, constituting 87% of the
United States output.

High. Low.
1927..2.453¢., Jan, 2.339c¢., Apr. 26
1926..2.453¢., Jan. 2.403c., May 18
1925..2.560¢c., Jan. 6 2.396¢., Aug. 18
1924..2.789¢., Jan. 15 2.460c., Oct. 14|1924__ .88, Feb. 26
1923..2.824¢., Apr. 24 2.446¢c., Jan. 2]1923.. 30.86, Mar. 20

Pig iron production declined 49, in May, according to the
estimate made by the ‘“Iron Trade Review’ this week. A
preliminary estimate places the month’s total at 3,391,038
tons, compared with 3,424,376 tons in April and 3,477,820
tons in May 1926. The daily average rate in May was
109,388 tons, as against 114,146 tons in April and 112,187
tons last May. At close of May 212 blast furnaces, or nine
less than at the beginning, were active. This decline in
pig iron production seems likely to prove representative as
well as the situation in steel ingots. Judging from the dearth
of spot pig iron buying and lighter specifications for finished
steel, a downward trend in production should continue at
least through early June, declares the ‘“Review” in its

June 2 summary, from which we add the following:

May brought no improvement to the position of steel producers. Co-
incident with the seasonal contraction of demand, consumers developed a
tendency to pare their orders to a still finer point, and meager backlogs of
mills have almost vanished. Excepting sheets, strip and cold finished
bars, the price situation became progressively easier. June opens with the
iron and steel industry focussing their attention upon third quarter re-
quirements. Inquiry for this delivery is broadening and, while not yet
at its peak, is sufficient to promise a good quarter, possibly better than the
second in point of tonnage. Large automotive interests contracting this
week for the third quarter, with the new Ford in offing and other makers
expected to hold their own, the outlook is improved. Much of the 53,000
tons of heavy finished steel, required for freight cars now on inquiry, will
be rolled in the next quarter. Farm implement manufacturers will be
specifying for their fall run. Third quarter interest in pig iron is develop-
ing, as usual, with the earliest in the Ohio, Indiana, Michigan and Buffalo
districts. While greater strength seems to be accruing in sheet prices
a real test will be afforded at Detroit this week when large automotive in:
terests, particularly General Motors subsidiaries, contract for their third
quarter. The level of 4.25¢. base, Pittsburgh, on auto bedy sheets is
subjected to greatest pressure. For plates, shapes and bars, based at
Pittsburgh, 1.85c. appears to have become the general market and con-
cessions under this level have been made on attractive business. The dis-
position of consumers to place their buying under further check intensified
sales efforts and mill competition has rarely been keener.

The “Iron Trade Review's" comnosite price on 14 leading iron and steel
products this week iIs £36.40. This compares with $36.36 last week and
$36.80 the previous week.

Pig Iron.
May 31 1927, $19.07 per Gross Ton.
One week ago. $19.
One month ago
One year ago 7
10-year pre-war average. 15.72

Based on average of basic iron at Val-
ley furnace and foundry irons at Chicago,
Philadelphia, Buffalo, Valley and Bir-
mingham.

High. Lo
1927..819.71, Jan. 4 $18.96,
1926.. 21.54, Jan, 5 19.46,
1925. . , Jan. 13

Coal Prices Advanced by Burns Bros.

Sanders A. Wertheim, President of Burns Bros., coal
company, announced this week that effective June 1st prices
on their egg, stove and chestnut coal would be advanced
25 cents per ton.

Production of Bituminous Coal and Anthracite Shows
Slight Falling Off—Coke Output Gains.

A slight decrease—amounting to 129,000 net tons of bitu-

minous coal and 19,000 net tons of anthracite—was reported

in the output of these two fuels for the week of May 21,

when compared with the week of May 14, according to the
United States Bureau of Mines in its summary of the coal
industry. On the other hand, the production of beehive
coke increased from 148,000 to 156,000 tons. Additional
data from the Bureau of Mines report is as follows:

Production of bituminous coal continues well above 8,000,000 tons a
week. The output for the week ended May 21 is estimated at 8,273,000
tons. This is a decrease of 1.5% below that of the preceding week, but an
increase of 1.19% above the week of May 7. The present rate of production
is about equal to the corresponding season of 1925 and is half-way be-
tween 1924 and 1926.

Estimated United States Production of Bituminous Coal (Net Tons) Including Coal
Coked.

1927
Cal. Year
to Date.

1926
Cal. Year
{o Date.a
194,660,000
1,805,000
230,959,000
1,791,000
213,241,000
Dally average......1,379,000 647,000 1,779,000
a Minus one day's production first week in January to equalize number of days
in the two years. b Revised since last report. ¢ Subject to revision.

Week.
--8,185,000
-1,364,000

The total amount of soft coal produced during the calendar year 1927 to
May 21 (approximately 120 working days) amounts to 229,485,000 net
tons. Figures for corresponding periods in other recent years are given
below.

213,241,000 net tons|1924 189,445,000 net tons
184,520,000 net tons 1923 . ... 218,201,000 net tons

WEEKLY PRODUCTION OF SOFT COAL BY STATES.
Production of soft coal in the week ended May 14, as already indicated
by the revised figures on page one, amounted to 8,402,000 net tons, an
increase of 217,000 tons, or 2.7%, over the output in the preceding week.
The following table apportions this tonnage by States, and gives compar-
able figures for other years:

Estimated Weekly Production of Soft Coal by States (Net Tons).
Total Pr Jor Week Ended-

May 14
State— 1927.

Indiana.

Iowa and

Kentucky—East
West. -

Maryland.

Michigan.

Montana

New Mexico. .

North Dakota

45,000

---3,097,000

77,000 74,000
2,000 2,000

8.402,000 8,185,000 9,299,000 8,303,000 10,631,000
b This group is not strictly comparable in the several years.
ANTHRACITE.

The total production of anthracite during the week ended May 21 is esti-
mated at 1,970,000 net tons. Compared with the output in the preceding
week, this is a slight decrease—19,000 tons, or 1%. The average daily
rate of output during the first three full weeks in May has been 13%
higher than that in April.

Wyoming .- - =
others.b.oc-ccoccaccaaaa

a Revised.

Estimated United States Production of Anthracite (Net Tons).
1927 1926
Cal. Year Cal. Year
to Date. to Datea
27,504,000 21,552,000
29,493,000 1,904,000 23,456,000
May 21 31,463,000 1,750,000 25,206,000
a Minus one day's production first week in January to equalize number of days
in the two years. b Revised since last report.

Accumulative production of anthractie from Jan. 1 to May 21 amounts to
31,463,000 tons. Figures for corresponding periods in other recent years
are as follows:

Week.
1,985,000

Week Ended—

25,206,000 net tons|1924
34,446,000 net tons| 1923

BEEHIVE COKE.

The output of beehive coke for the week of May 21 showed a gain of
8,000 tons over the figure for the preceding week, as indicated in the fol-
lowing table:

36,584,000 net tons
40,466,000 net tons

Estimated Production of Beehive Coke (Net Tons).
————Week Ended———— 1927
May 22
1026.
176,000
13.000

1926
to

Date.a
4,498,000
316,000
1000 356.000
4,000 173,000
* 5,000 000 117,000
4,000 74,000

United States total 148,000 211,000 3,669,000 5,534,000
Dally average 25,000 35,000 30,000 46,000

a Minus one day's production first week in January to equalize number of days
in the two years. b Subject to revision. ¢ Revised since last report.

The National Coal Association on June 1 reports the total
quantity of bituminous coal produced during the week ended
May 28, as estimated from preliminary loading reports, was
8,450,000 net tons. Government reports for the week ended
May 14 show 8,402,000 net tons and for the week ended
May 21, 8,273,000 net tons. While Monday and Tuesday
of last week showed an increase in production over the cor-
responding days of the week before, operation on the remain-
ing days of the week did not show sufficient gains to make
any decided increase over the rate of produetion during the
past few weeks.
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Bituminous Coal Trade Remains Dull—Anthracite
Shows Increased Demand.

Weekly production of bituminous coal, which holds a
comfortable margin over the 8,000,000-ton mark, is too large
for ready absorption by consuming interests who still carry

heavy reserve stocks, ‘“Coal Age” reports this week. As a
result, all the pressure to move tonnage comes from the
producing end of the industry. Under such conditions the
price situation naturally is weak. Many in’ustrial users
are relying solely upon the stockpiles accumulated prior to
April 1; others are keeping up their storage reserves, or even
increasing them, by picking up bargain lots, declares the
June 1 issue of this trade journal, adding:

““Coal Age” index of spot bituminous prices as of May 30 was 153, and the
corresponding weighted average price was $1.86. Compared with the
figures for the preceding week, this was a decline of 1 point in the index.
Quotations on Illinois and Indiana prepared sizes were unchanged. South-
eastern Kentucky price levels were a fraction higher last week. Pittsburgh,
on the other hand, was weaker because of an easier market in steam mine-
run. Southern West Virginia low-volatiles gained a point, while Central
Pennsylvania quotations showed little change.

Anthracite production during the first three weeks of May was 15%
higher than in April. In the past week production has decreased somewhat
Spurred on principally by the knowledge that prices on domestic coals would
advance June 1 there was a better demand for these sizes in New York and
Middle Western markets. Buying in Philadelphia was not up to expecta-
tlons. The market on steam sizes is softer.

The optician to the bituminous trade has been quite busy

during the past few days refocusing the lenses through which

the operators have been watching the situation, observes
the “Coal and Coal Trade Journal” in its June 2 market
review. The lenses that had been focused on Pittsburgh and
Western Pennsylvania are now centred on the joint conference
of operators and miners of the central Pennsylvaia distriet,
in Philadelphia and the field itself, the conference having
adjourned until June 15, the “Journal” reports, giving addi-

tional data as follows:

Chickens cannot be counted until hatched, but there is a growing belief
that the operators and many of the miners have stiffened in their belief that
to carry on as at present and for several years past, is to create an impossible
situation, if both operator and miner would prosper. Both are playing a
losing game, and it is a question whether any one, even the public, is
profiting by a situation where such rigid economies are necessary to meet
competition that conservation of one of our greatest natural products is
sacrificed and the future of the district itself is jeopardized.

Prices during the past week tell the same tale—a tale that is harrowing
to both operator and miner, Who are endeavoring to operate the mines under
the temporary permit granted by Mr. Lewis.

It is believed that these operators have been very gracious to Mr. Lewis
in their efforts, to which the miners are not entirely oblibious, and which
many of them appreciate; and it is not unbelievable that there will be a
substantial evidence of such appreciation by the miners if it comes to a
“showdown.' Meanwhile closed shop mines are playing the ‘“march of the
wooden soldiers'; open shop mines continue to ‘‘saw wood,’” or dig and mar-
ket coal.

As the great majority of the mines in the Western Territories have
not accepted the ‘‘temporary permit" or ‘‘parole system’ and are idle,
there is little change in the situation there, except slowly deereasing stocks.
However, they are standing *‘at attention,” with eyes East.

Current Events

and Discussions

The Week With the Federal Reserve Banks.

The consolidated statement of condition of the Federal
Reserve banks on June 1, made public by the Federal Re-
serve Board and which deals with the results for the twelve
Reserve banks combined, shows increases for the week of
$101,300,000 in bill and security holdings, of $40,400,000
in member bank reserve deposits and of $34,600,000 in
Federal Reserve note circulation, and declines of $24,000,000
in cash reserves and $7,000,000 in non-reserve cash. Hold-
ings of discounted bills were $67,900,000 above the pre-
ceding week’s total and of Government securities $40,600,000
above, while open-market acceptance holdings declined
$7,200,000.

The Federal Reserve Bank of New York reports an increase of $24,000,000
in discounts for the week, the Chicago bank an increase of $23,100,000,
Philadelphia, $10,600,000; St. Louis, $8,900,000, and Boston, $5,100,000
while the Cleveand bank reports a decline of $5,200,000 in discounts.
The System’s holdings of Treasury notes increased $27,000,000, of United
States bonds $11,700,000, and of Treasury certificates $1,900,000.

Most of the Federal Reserve banks report a larger volume of Federal
Reserve notes in circulation than a week ago, the principal increases being:
New York, $19,000,000; Chicago, $5,100,000, and Boston and Phliadelphia,
$4,600,000 each. =

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 3319 and 3320. A
summary of changes in the principal assets and liabilities
of the Reserve banks during the week and the year ending
June 1 1927 is as follows:

Increases () or Decreases =)
During

Week. Year.
—$24,000,000 +$207,300,000
—18,900,000 +195,800,000
-- +101,300,000 —96,200,000
+67,900,000 —28,500,000
434,100,000 —22,000,000
+33,800,000 —6,500,000
—7,200,000 —15,200,000
440,600,000 —41,700,000
411,700,000 +13,700,000
-+27,000,000 —48,900,000
+1,900.000 —6,500,000
+34,600,000 36,300,000
+41,000,000 +-105,400,000
440,400,000 82,900,000
41,700,000 10,100,000

Total bills and securities. ..
Bills discounted, total
Secured by U. 8. Govt. obligations_ _ __
Other bills discounted

Federal Reserve notes in circulation _ _
Total deposits

Members' reserve deposits.

Government deposits. - - caeeoao o

P vma e ———

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

The Federal Reserve Board’s condition statement of 668
reporting member banks in leading cities as of May 25 shows
a decline during the week of $31,000,000 in loans and dis-
counts and an increase of $13,000,000 in investments, to-
gether with reductions of $25,000,000 in net demand deposits,
$15,000,000 in time deposits and $45,000,000 in borrowings
from the Federal Reserve banks. Member banks in New
York City reported declines of $13,000,000 in loans and dis-
counts, $4,000,000 in net demand deposits, $11,000,000 in
time deposits and $25,000,000 in borrowing from the Fed-
eral Reserve Bank.

Loans on stocks and bonds, including United States
Government obligations, were $27,000,000 below the May 18
total at all reporting banks and $19,000,000 below at banks
in the New York district. ‘“All other” loans and discounts
declined $4,000,000, an increase of $7,000,000 in the Boston
district and smaller increases in the New York, Chicago and
Minneapolis districts being more than offset by reductions
in the other distriets. Loans to brokers and dealers, secured
by stocks and bonds, made by reporting member banks in
New York City, were $34,000,000 above the amount re-
ported on May 18, loans for account of out-of-town banks
having declined $20,000,000, while loans for their own ac-
count and for account of others increased $8,000,000 and
$46,000,000, respectively. As previously explained, the
figures for these member banks are always a week behind
those for the Reserve banks themselves. The statement

goes on to say:

- Holdings of United States securities declined $19,000,000 during the week
at all reporting members and $9,000,000 at banks in the New York district.
Holdings of other bonds, stocks and securities were $32,000,000 above the
May 18 figure, the principal increases being $13,000,000 in the Chicago
district and $7,000,000 in the New York district.

Net demand deposits declined $25,000,000 during the week, reductions
being reported by banks in all districts except Boston and Richmond. An
increase of $14,000,000 was reported for the Boston district. The princi-
pal changes in time deposits were reductions of $10,000,000 and $7,000,000
at banks in the New York and San Francisco districts, respectively.

Borrowings from the Federal Reserve banks were $45,000,000 lower than
on May 18, reductions of $31,000,000 and $11,000,000 in the New York
and San Francisco districts, respectively, and smaller reductions in some of
the other districts, being partly offset by increases in the Chicago, Boston
and Cleveland districts.

On a subsequent page—that is, on page 3320—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 principal items
as compared with a week ago and with last year:

Increase (+) or Decrease (—)
During

Wecek.
—3$31,000,000
—11,000,000
—16,000,000
—4,000,000
-+13,000,000
—19,000,000
+32,000,000
—14,000,000
42,000,000
—25,000,000
—15,000,000
—4,000,000
—45,000,000

Year.
+$554,000,000
—28,000,000
334,000,000
248,000,000
339,000,000
50,000,000
289,000,000
449,000,000
—20,000,000
274,000,000
580,000,000
—95,000,000
3,000,000

Loans and discounts, total
Secured by U. 8. Govt. obligations_._ .
Secured by stocks and bonds

Investments, total
U. 8. securities
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. banks

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

The Department of Commerce at Washington releases for
publication to-day (June 4) the following summary of con-
ditions abroad, based on advices by cable and other means
of communication:
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CANADA.

The Dominion government cancelled its trade agreement with Soviet
Russia on May 25. Wholesalers and manufacturers report steady sales in
seasonal lines, and retail trade is satisfactory. Sales in hardware and
building lines, rubber goods and auto accessories, have increased. Building
permits during the first four months of this year constitute a record since
1920, when the Dominion register was begun, although April permits were
somewhat under the total for that month of last year. Employment shows
a decided improvement, particularly in manufacturing and construction.

Rainy weather has slowed up wheat planting, and Manitoba acreage is
reported to be considerably reduced. Potato prices at Montreal advanced
during the week on continued strong demand with small spot stocks. Winni-
peg May wheat touched the highest quotation in two years, afterwards
declining to $1.61.

Coke production in April was 170,405 tons, slightly under the March
output, but about 14% higher than production last year. Automobile
imports were valued at over four million dollars and exports at two million;
24,611 units were produced during the month, a gain of 6% over March
and 16 % over April 1926, figures.

UNITED KINGDOM.

Conditions in the British coal mining industry continue depressed and
there is much part-time working. Some of the mines that have been
operating at relatively high costg have closed either temporarily or per-
manently. The situation is due primarily to an aggregate output capacity
that is greater than the present consumption requirements rather than to
lack of business, although export demand is reported quiet in northern
districts. However, exports of Welch coal during the third week in May
attained a larger volume than for any week since the resumption of mining.
Demand from Canada and South America is improved. As shown by the
unemployment registers general unemployment on May 16 amounted to
1,007,000 work-people. This figure is about 9,000 in excess of that reported
for the previous week, but it is 27,000 less than the number shown for the
close of April, 1926, which was immediately before the mining stoppage.

BELGIUM.

General economic conditions in Belgium show little change from the satis-
factory situation that has prevailed for several weeks. With stabilization
now an assured fact, the country has turned its attention to the develop-
ment of industry and the promotion of foreign trade. The programs that
have been drawn up to those ends are apparently proceeding in a satisfactory
manner. On the whole the outleok in Belgium is good. Tax returns for the
year 1926 collected up to March 31 1927 showed an increase over budget
estimates and collections applying to the first quarter of 1927 were also
quite satisfactory. March foreign trade was very favorable in comparison
with that of March 1926. Exports showed a large increase in tonnage and
in value. The relation of exports to imports was 93.3%, showing an
improvement of 20% over the pre-war average trade balance.

GERMANY.

A general tone of optimism continues to prevail in German industrial and
business circles. While the April coal production showed a slight decline,
this condition is due in some measure to seasonal factors. Business is
satisfactory in the machinery industry with increasing orders both for the
domestic market and for export. In the textile industry, cotton spinners
and weavers report good business and have booked orders for several months
ahead. The Government program for unemployment reflief is making
good progress and has materially aided in bringing below 1,000,000 the
number of persons receiving doles. This program contemplates the exten-
sion and the improvement of the Inland Waterways System, as well as
certain work on the railroad lines. In addition, however, other industrial
branches, especially the building trades, have taken on more men. A
continued trend towards recovery has been noted on the stock exchange.

ITALY.

* The Italian financial markets have as yet shown no signs of change. The
firm credit restriction policy of the Government is still maintained. Italian
banks are unofficially reported as possessing large sums which could be
made available for credit purposes. The lira continues its appreciation and
it is held that much of the present gain is directly attributable to the large
sums of foreign currency which the Italian treasury now has on hand,
representing the proceeds of the industrial loans made abroad. Industries
are continuing on practically their former levels with some few exceptions.
Foreign trade has been maintained in a satisfactory manner in the face of
the currency appreciation which was expected to Le detrimental to Italian
exports.

SPAIN.

The.economic and financial improvement noted since the first of the
year has thown no signs of breaking. The currency ap reciation which
was caused fundamentally by improvement in the trading balance, more
favorable Government accounts, and consolidation of the internal debt, has
been instrumental in attracting large sums of foreign capital to Spanish
banks. As a result of this and since it has not been necessary for the
Government to resort to the financial market for loan operations, money has
been easy and at present projects for making large loans to Latin America
are projected. The customs tariff applied to American products since
April 23 has constituted the principal issue for the last month, but this has
now been agreeably adjusted with a six months most favored nation applica-
tion which places American products on equal footing with those of other
competing countries. .
NORWAY.

The passage of the labor bill and the first decision of the labor court which
the labor group have accepted, have tended to remove the serious element
of uncertainty which has characterized conditions in Norway for some time,
and the general outlook at the close of May showed some improvement.
Industrial and commercial conditions, however, remained very depressed
and uncertain, with ne indication of early material improvement.

DENMARK.

The outstanding features of the situation in Denmark during May were
general stability and the continuation of the slow limited general business
improvement. The passage of legislative economy measures is expected
momentarily in Denmark, but the early enactment of other relief measures
is now believed there to be questionable. Conditions in the money market
remain tight, with no indication of a letup from credit restrictions, and
efforts to attract foreign capital to be used to improve the money market
eontinue. The exchange rate remained stable in April without noticeable
straim.

ESTONIA.

At the end of March business conditions in general remained the same as
during the previous months, with general slackness prevailing. Prices for
flax are higher following an increased demand. Several minor strikes
continue to disturb the labor market, and unemployment has increased.
The cost of living shows a continued slight decline, due largely to the fall
in costs for food products. Transportation conditions in the Estonian
parbors were difficult during March, on account of pack and drift ice, but

by the end of the month steamers were able to enter and leave the harbors
without the aid of icebreakers. Estonia's foreign trade for the first two
months of 1927 was favorable by $434,000, but the total volume was lower
by about 119% than during the corresponding period of 1926. The outlook
in commerce and trade is slightly more encouraging than it has been for
some time.

LATVIA.

At the end of April a more hopeful tone was noticeable in Latvia as a
result of the revival of activity in the important flax and timber industries
which, combined, formed 459 of the country’s total exports in 1926. Crop
prospects for winter wheat and rye are very satisfactory, and official
forecasts point to an increase in volume of practically 159% over the same
crops in 1926. Financially no improvement is perceptible and the credit
situation appears even more strained than in previous months. Bankrupt-
cies and protested notes have shown large increases during the first quarter
of the year, and business capital is increasingly scarce, due largely to the
interest limit law which has tended to drive out foreign investors. A
favorable factor is the exchange which has remained absolutely stable.
The labor situation was relatively quiet, although a few sporadic strikes
have occurred. Unemployment fell off slightly at the end of March to a
total of 4,028.

AUSTRIA.

Dividends announced by leading Austrian enterprises for 1926 are, for
the most part, better than those declared for 1925. The degree of occupa-
tion in the textile, iron and steel, and magnesite industries is from 10 to
209, higher than it was during the corresponding period of 1926. In the
machine industry than it was during the corresponding period of 1926.
In the machine industry business is still very slack. Austrian saw mills
are somewhat better occupied but are still in a deplorable condition. Un-
employment, which has been decreasing steadily, will be further reduced by
an increase of work for some industries, provided by the extensive develop-
ment plans of the Vienna city government and of other large cities, as well
as the requirements of the Federal Railways.

HUNGARY.

The Budapest International Fair held recently is reported to have closed
with good results. The Hungarian and foreign exhibitors made sales
principally in Hungary, the Succession States and the Balkans. The
number of visitors is estimated at 200,000, of which about 15% were
foreigners. The statement of the National Bank for April 30, sets a new
record in the amount of bills discounted—242,000.000 pengo—which
represents 55% of the amount of bank notes outstanding, and 36 % of the
total of bank notes and demand liabilities of the bank. Imports for the
first quarter of 1927 totaled 251,180,000 pengo, with exports of only 176,~
200.000 pengo, as contrasted with 213,300,000 and 177,400,000, respec-
tively, for the corresponding period of 1926. Unemployment among trade
union members amounted to 18,654 in March, compared with 21,033 in
February and 30,918 in March, 1926. The situation in the iron industry
is reflected in an increase of over 129% in the number of workers employed
since February.

RUMANIA.

A definite easing in the Rumanian money market has been noticeable
during the last few weeks. Accommodations in fair amounts are being
obtainable from the local banks at much lower interest rates than a few
months ago. The improvement in the money market is attributed to the
stability of the lei around the present level of about 165-170 lei to the
dollar, on the one hand, and to the influx of foreign capital into Rumanian
banks which is attracted by the higher rates of interest prevailing in Ru-
mania. FEasier credit accommodations at lower rates of interest have re-
sulted in a marked improvement in securities quotations on the Bucharest
bourse. Leading industrial and bank stocks, many of them selling at a
yield basis of from 15 to 209 per annum, have lately appreciated in price
considerably. Foreign buying of Rumanian securities, on account of their
attractive yield, is also responsible for the higher prices of stocks and for
the easing of the Rumanian money market.

YUGOSLAVIA.

Feonomic conditions continue to be depressed by the low prices received
for agricultural products, as indicated in the export statistics for the first
quarter of 1927. While a better demand from abroad has recently been
reported for wheat and lumber, keener competition has been encountered
in the marketing of corn and eggs. Prices in general, however, appear to
be displaying a firmer tendency. With loans recently abroad designated
mostly for railroad construction, the country's chief economic deficiency,
the outlook for the future is more promising.

BULGARIA.

Final figures of foreign trade for 1926 indicate an unfavorable balance of
634,000,000 leva (1 leva==80.00723) against 1,648,875,000 leva in 1925.
This reduction was achieved by restricting imports, as the exports showed
slight variation. There has been little change from the business stagnation
which prevailed in 1926. The reduced trade activity is also indicated by
the decrease of 917,000,000 leva in the transactions of the Sofia Clearing
House in 1926 as compared with 1925. The gradual movement of tobacco
stocks is expected to stimulate business activity to a certain extent.

EGYPT.

The cotton market has displayed a better tone recently in response to the
floods in the cotton growing region of the United States. The general
economic situation, however, remains unchanged. Statistics of foreign
trade for the first two months of 1927 continue to reflect the decreased
purchasing power of the population, resulting from lower value of exports.
Imports decreased approximately 20% in value and exports fell 25% as
compared With the first two months of 1926. Contrary to the general
trend, imports from the United States showed a slight increase over the
corresponding period of the previous year.

SYRIA.

A resumption of normal buying has been reported following the period
of inactivity due to disturbed conditions. Imports of cotton goods during
the first quarter of 1927 were rather heavy, in contrast to average purchases
of other commodities; the latter were not in proportion to the recent un-
usually active retail trade. The rise of Italian exchange, in which currency
a goof proportion of the commitments were based, however, had an unset-
tling effect on the trade most concerned in the cotton goods market, and
created a difficult situation in the credit market.

ADEN.

A distinet improvement occurred in the quarter ending December 1926.
Th® cool season appeared to make up for the extraordinary slowness j’f the
summer. Imports during this quarter ‘were valued at Rs. 23,179,098
(Rupee equals $0.37) against Rs. 17,809,329 in the Septer_nber quarter and
Rs. 17,071,344 in the June quarter. Exports were Rs. 17,668,368 against
a little over fourteen million rupees in the June and September quarters,
Every branch of activity, including skins, hides, coffee, motor vehicles.
cotton goods, hardware, and canned goods shared in this trade expansion.
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The higher prices obtained for the products of the country were the cause
of a notable increase in purchasing capacity.
JAPAN.

Business in Japan is marking time pending stabilization of the Yen,
and, in the meanwhile, the decline in value of the Yen has been successfully
checked. Trust companies in Osaka have made a one-half percent reduction
in guaranteed interest rates on fixed deposits and are attempting to form
new banks for the purpose of taking over the business of banks which re-
main closed under financial stringency. Following Government recom-
mendations, silk reelers bave decided to restrict production by 12%, be-
ginning June 1 and continuing for six months.

CHINA.

Greater trade activity is noted in north and south China due to disruption
of trade in the Yangtze Valley and a less tense situation in the north and
south. However, merchants of those regions are not optimistic with regard
to future trade. An excellent silk cocoon crop in the lower Yangtze Valley
is predicted. Heavy investments in foreign bonds and securities are re-
ported to have been made by Chinese in Shanghai. Owing to tax imposi-
tions, the cigarette factory of the British American Tobacco ,Company
in Shangtung has been closed. Political conditions in Shantung Province
have caused an unusually large migration to Manchuria, one million being
estimated as having so migrated during the past year. Greater develop-

. ment and business prosperity in Manchuria is reported as retarded by reason
of poorly managed internal finances. Some five hundred million silver
dollars worth of unsecured paper notes are estimated to be in circulation
there, and are proving to be a serious handicap to successful trade. Crop
prospects in Manchuria are good.

PHILIPPINE ISLANDS.

Little change occurred in the general business conditions in the Philippines
during the week ended May 26. The copra market remains quiet but
strong at advanced prices. Roscado (dried copra), delivered in Manila, is
13 pesos per picul of 139 pounds (1 peso equals $0.50). Although arrivals of
copra have been heavier, three mills are not yet operating. Abaca trade
is also quiet but firm with increased prices for most grades. Grade F is
now quoted at 37.50 pesos per picul; I, 32.50; JUS, 25.50; JUK, 20.50, and
L, 19.50. Production for the past Week was slightly larger.

INDIA.

An early monsoon is predicted for India.
vanced 5% with a fluctuating market.
trade seasonally quiet.

The price of shellac has ad-
Bazaar trade i1s good: export

AUSTRALIA.

A strike in six of the colleries of Newcastle, New South Wales, is reported.
Newcastle is Australia’s chief ccal port and this latest labor disturbance
there is invelving 20 ships, thus holding up overseas shipments. Labor
trouble is also reported frem Lithgow, New South Wales, the center of a
district rich in coal, iron ore and deposits of kercsene shale. Early settle-
ment, however, is anticipated in Australia. An extension of time has been
granted on the local Commonwealth loan, subscriptions to which have
been so disappointingly slow. Final figures on the Victorian wheat vield for
the 1926-27 season give a total of 46,800,000 bushels. The vield for 1925-26
was 29,255,500 bushels. Although less dilatory than a few weeks ago, the
export movement of wheat is as yet too slow to be satisfactory.

NEW ZEALAND.

The anticipated improvement in New Zealand's overseas commerce has
apparently not yet mterialized and general conditions remain unchanged.
Foreign trade figures for the month of April show a decided decrease from
those for the previous month and also from figures for April 1826, both
import and export. Inports amounted to £2,819.000 as compared with
£4,700,000 for Merch and with £3,850,000 for April a year ago. Export
values totaled £5,082,000 which was less by £1,364,000 than March exports
and slightly less than those in the month of April 1926. Increases were
shown in export values of New Zeland wool—£2,117,000 as compared with
£1,663,000 in April of last year—and in New Zealand butter— £928,000
and £824,500 respectively for the two contrasted months. Frozen meats
and cheese, the two other outstanding products of the Dominion, registered
marked export declines. Of New England's outgoing shipments, goods to
the value of £3,703,000 went to the United Kingdom, £234,000 to the
United States, and £327,000 to Australia. Imports from the United
Kingdom amounted to £1,510,000, from the United States, £592.000, and
Australia £246,000. Import and export trade with Canada for the month
exactly balanced each other at £113,000.

BRAZIL.

A slight improvement was noted in some lines of business after the excep-
tional dullness of April. Exchange continued firm with an average of
8.487 for sight dollars for the first 25 days of the month. Credit conditions
are less satisfactory than was anticipated a few months ago, especially as
regards textile firms. The gold reserve of the Stabilization Bureau is
approximately $1,179,625. Coffee exports have declined, the new crop not
yet having begun to move in appreciable quantities, and coffee prices fell
more than a milreis during April. The Santos stcck is just under a million
bags. Sugar prices are slightly higher and cotton is remaining steady.
There is a small movement of salted hides to the United States, but a
decreased supply in the interior due to fewer killings. Sheep skins are mov-
ing slowly. Import sales are improving slowly in many lines, sales from
local stocks being particularly on the increase with the prospect of restocking
in the near future. Demand for construction machinery and textiles is
improving. American cotton yarns are moving well despite a 10% price
increase. Drugs and chemicals, both light and heavy continue to move
fairly well.

Conditions in the scuth are unfavorable. Collections are reported fair
and exports of agricultural products normal with low prices prevailing.
The import movement is slow with quiet wholesale and retail trade. Busi-
ness in Bahia is dull. Better business conditions prevailed at Pernambuco
during May, and that there has been an upward tendency in sugar prices
since the middle of the month. Considerable sugar has been exported to
London and feir quantities to Holland and Germany. Cotton prices are
improving and the sheep and goat skins market is firmer,

CHILE.

No general improvement has yet occurred in Chilean business as a result
of the presidential elections of May 22, except for a slight increase in buying
for future delivery. Retailers are still complaining of slow turnovers.
There seems to be a feeling prevalent in commercial circles, however, that
a return to normal business has been only temporarily delayed. The bank-
ing situation in Chile remains unchanged. Discounts by commercial banks
show a slight increase, but there has been little demand for call money.
Collections have been more difficult than in April, and there has beenan
increase in the number of drafts protested in Santiago. Payment of the
fourth quota of 20 % to creditors of the Banco Espanol by the Superintendent
of Banks is now being made. The Government has submigted to Congress
a project for consolidating the State Railway loans, involving $40,200,000.

Nitrate sales under the unrestricted trading agreement have thus far been
very small, although prices continue firm. Copper production is at a high
level.

PERU.

Cotton marketing absorbed the interest of Peruvian commercial circles
during May. There has been a satisfactory yield of this commodity, but
until an appraisal has been received of damage to the American cotton crop
by the Mississippi flood there appears to be a tendency among dealers to
exercise caution in marketing. However, exports of both cotton and sugar
are expected in Peru to increase until September. Trade is slow in the
interior and collections rather difficult. Exports of oil and minerals are
normal. Congress convenes in July, when the new tariff schedule is expected
to receive consideration. Government tests of trucks and tractors for the
Army have been postponed until August 16, and Jure 20 has been set as
the final date for entries.

BOLIVIA.

The trade situation in Bolivia took an unfavorable turn during May, asa
result of restricted credits and a lack of confidence arising from the declara-
tion of Martial law on May 4. Large importers have limited credits to
customers, and in consequence money is tight. Exchange during the
month dropped from 2.92 bolivianos to the dollar on the 1st of the month
to 2.89 bolivianos on the 26tn. The decline is attributed to the effect of
the recent dollar loan. Notwithstanding the generally unsatsfactory
conditions in the couptry, the tin industry is in a flourishing state, and the
market steady; the average price of tin to Mdy 26 was approximately £296,
which is a decrease of £8 from the average price in April. Because of the
low market price of lead, it is expected that producers of that commodity
are likely to curtail production.

COLUMBIA.

The security market in Bogota is strong and exchange remains steady,
the peso being #round par. A labor shortage has caused wages to rise to an
unusual level. Although the Magdalena river has continued in fair condi-
tion, permitting the constant movement of freight, congestion continues at
the various river ports, especially at Girardot, the! end of navigation on the
upper river. New river steamers and barges have been placed in commission
and the railroads are planning to acquire additional locomotives and other
rolling stock in an effort to move the freigbt as rapidly as received at the
ports. The weakness of the coffee market and the shortness of the crop
in the Medellin district is causing anxiety, as the prosperity of the country
is primarily dependent on coffee. The total production of petroleum
during April amounted to 1,064,000 barrels, slightly less than during March,
but greater than production in previous months. Government revenues
for the [first four months of 1927 amount to approximately twenty-two
million dollars which is nearly half of the total estimated revenues for the
year.

EQUADOR.

The general opinion of present ecoaomic conditions in Ecuador is very
pessimistic, although there are some observers who feel that a slight tendency
towards improvement is discernible, which they attribute to the projected
opening of the Central Bank, and to other fiscal reforms. It is reported,
however, that subscriptions to Class B shares of the Central Bank which are
available to the public, are not coming up to expectations, and that more
working capital is required. Banking is reported to be on an unsatisfactory
basis at the present time, although it is believed that gradually affairs will
become stabilized. Exchange Wwas steady during May at arcund 5 sucres
to the dcllar, the highest rate reached being 5.9 sucres. Cacao receipts at
Guayaquil from April 21 to May 26 amounted to 64,000 quinials (Spanish
quintal equals 101 pounds) and exports to 43,600 quintals. Receipts
since May 1 have a nounted to 50,000 quintals. The red summer variety of
arrina cacao has practically all been received. The price for superior cacao
on May 26 was 83.50 sucres per Spanish quintal.

VENEZUELA.

Business conditions in generzl throughout Venezuela are dull, due to cur-
tailed activities in the petroleum industry and to poor coffee and cacao
crops. Public works construction has been reduced to 60% of what it was
during1926. Dealersindry goodsand foodstuffscontinueto be overstocked
and are endeavoring to move excess goods by reducing prices but buying
nevertheless continues sluggish. The automobile business is dull and deal-
ers are restricting credit. Trade in hardware and agricultural implements
is fair. Collections are difficult from small concerns but ne important
business failures are reported and such failures sharply declined during
May. Exportsin May show an increase over previous months due to heavy
shipments of coffee from Maracaibo. Conditions will continue dull through-
out the summer.

BRITISH GUIANA. -

Economic conditions in British Guiana continue in a state of depression.
Sugar grinding has been in progress during the past three months and fairly
good results are anticipated locally. A slight improvement in the price of
sugar has steadied the local industry and resulted in an increase of exports
as compared with the same period of 1926. The diamond industry is now
feeling the general weakness of the world market for diamonds as reflected in
lower prices. "Production has been curtailed and many of the miners have
returned to Georgetown from the interior workings. The balata industry is
also feeling the general depression and is almost at a standstill. There are
large stocks on hand and no buyers.

PARAGUAY.

General conditions in Paraguay have improved since the beginning of
the year. Collections are better in the country districts, and, according
to a Government estimate, the sugar crop will be larger than that of last
year. However, the quality of cattle is poor and consequently the price
paid for them low. Sales of automobiles are increasing, and quebracho
mills are working at full speed.

MEXICO.

A seasonal improvement was noted in a few lines during May, as compared
with April, but markets in general remained dull, with stocks very low.
The foodstuffs market is greatly depressed, with prices of wheat and native
product, such as corn and beans, low. Imports of canned and package
goods have been reduced on account of the increased duties. The position
of the domestic textile mills has improved since the beginning of this year.
Mills manufacturing denim are doing fairly well. A few of the large de-
bartment stores are pushing merchandise of domestic manufacture through
displays and advertising. Some improvement has been noted in sales of
barbed wire, heavy plates and galvanized sheets. According to official
statistics, 5,720,000 barrels of petroleum were produced during March
1927 as compared with 5,441,000 barrels in February 1927 and 8,345,000
barrels in March 1926. It has been unofficially estimated that exports
of petroleum during April amounted to 5,589,000 barrels.

HONDURAS.

The unfavorable trade conditions which have prevailed in Honduras
for the past several months continued throughout the month of May,
and imports haye been reduced to a minimum. Exports of bananas will
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soon have reached their seasonal peak, but, contrary to expectations, this
fact has had no appreciable effect in improving general trade. Exchange
continues at the usual rate of 2 pesos 16 centavos to the dollar.

WESTERN NICARAGUA.

The seasonal depression usually expected at this time of the year did not
develop during the month, due to the sales to the United States forces and
the return to civil life of many Nicaraguans. The prospects of peace have
had a good effect on business. Payments have improved slightly, although
some small firms have been unable to meet their obligations.

GUATEMALA.

The prospects of a favorable coffee crop for the 1927-28 season are be-
lieved in Guatemala to pe excellent. There are no offerings of last season'’s
coffee crop, and many sellers cannot get sufficient quantities to fill commit-
ments. More than 90% of the total crop available for export has been

shipped. General conditions continue unusually dull and collections are
slower than usually at this time of year.

SALVADOR.

General merchandising business continued very quiet throughout May.
Owing to the additional import surtax to become effective on June 12,
considerable buying took place in such articles as could be shipped to arrive
before that date. The coffee market continues firm; stocks are small
and are being held for higher prices due to the unexpected demands from
Norway and Germany. Prices have been very strong and Salvadorean

coffee is bringing about three cents per pound more than equivalent grades
of the Brazilian and Colombian product.

COSTA RICA.

Commerce and industry continued their seasonal activities satisfactorily
during the month of May. The fairly good coffee crop and the excellent
price obtained for it resulted in increased prosperity. Gold reserve finances
continue in a very faverable condition with money plentiful and interest
rates easy. The coffee season is practically over with 220,700 bags (100
lbs. each) shipped as follows: London, 182,000 bags; Germany, 17,000

bags; other European countries, 3,600 bags; San Francisco, 16,000 bags,
and other United States points, 2,100 bags.

PANAMA.

Business conditions in Panama improved to some extent during May.
There was increased activity in general merchandise selling and in real
estate transfers. Automobile sales were slow. = Local tire prices increased
10%, tubes 15, and it is reported that there is to be another increase soon.

JAMAICA.

General economic conditions in Jamaica during May continued to im-
prove as a result of increased exports of leading products and the superior
crop and weather conditions, which are in sharp contrast to the excessive
drought conditiens of the early months of 1926. Retail trade, which was
somewhat dull in April, was quite brisk in May and minor construction work

was moderately active. Bank deposits are normal, as are collections, which
were somewhat slow in the preceding month.

British and French Confer on Gold Move—Central Bank
Officials Agree That Paris Shall Buy in London on
Prearranged Dates.

London advices, June 2, appeared as follows in the New

York “Times” (copyright) yesterday, June 3:

Negotiations concerning ‘the French purchases of gold in London
are now going on here between an official of the Bank of France and
the authorities of the Bank of England with a view to an arrangement
which would obviate the disadvantages created for the London market
by these purchases.

The Bank of France has purchased gold in London to the value of
nearly £3,000,000. It is understood that the purchases were considered
necessary in view of the fact that a large speculative demand for
f}'ancs has arisen since Premier Poincaré came into office and especially
since last January.

As a result of the glut of foreign currencies,
to prevent a sudden improvement of the franc
gerous to the level of prices,
London.

The French viewpoint is that the extraordinarily large amount of
foreign currency lent by the Bank of France makes necessary the
further acquisition of gold to strengthen the reserve.

The conversations between the authorities of the two banks have
been successful to the extent that it has been settled that if further
gold must be bought it will be by previous ‘agreement with the Bank
of England and on prearranged dates.

At the present time the policy of the Bank' of France is opposed
to the policy of the Bank of England. The Bang of France, it is
stated, aims at having the discount rate raised in London and Berlin
in order to divert speculation from the franc, while the Bank of Eng-
land aims at a reduced bank rate in the United States,

Supplementing the above advices, the
“Evening Post” had the following to say
last night, June 3:

An agreement was reached today hetween officials of
England and France that hereafter when th
London it will advise the Bank of Engl.
the purchases are to be made, according

This is intended to obviate the
have suffered from continued Frencl
in the franc at home
contiuing.

The London Times said France had ust bought nearly £3,000,000
more gold in London for that purpose. The newspaper estimated the
Bank of France had sold 20,000,000,000 francs in the first half year

to buy sterling and dollars. This is partly ascribed to the return of
French capital from abroad.

the Bank of France,
which would be dan-
has thought it advisable to buy gold in

New York

in its issue of

the Banks of
e French bank buys gold in
and of the dates upon which
to a London cable today.

disadvantage the London markets
h gold purchases to prevent a rise
and is the result of negotiations which are still

France Suspends Issuance of One-Year National Defense
Bonds—Report of New Loan.
A Paris cablegram (copyright) published in yesterday's
issue of the New York “Times” says:
Another step in the consolidation of the French floating debt was
accomplished by the suspension today of the issue of one-year national

defenss bonds. Having withdrawn nearly all the short term bonds

from circulation, the directors of the amortization fund are now turning
their attack on the horde of one year obligations which represent more
than four-fifths of the outstanding national defense bonds.

In deciding to suspend the issue of one-year bonds, the Treasury
virtually obliges the holders of 40,000,000 francs worth of bonds either
to accept reimbursement or transfer their subscriptions to two-year
bonds, which are now the only bonds being issued.

The “Wall Street Journal” of last night, June 3, had the
following to say in the matter:

Treasury has suspended issuance of further one-year national defense
bonds, of which 40,000,000,000 francs, or 909% of total national defense
bonds, are outstanding. Only, defense bonds now offered are the two-
year bonds, paying 5%. One-year honds paid 3%.

It is believed Treasury intends to issue new internal loan to con-
solidate that part of the Treasury’s debt to Bank of France which has
been temporarily paid off with current account deposits made with
Treasury, latter being liable to withdrawal.

Subscriptions to French Consolidated Loan.
According to the “Wall Street Journal” of last night,
June 3. Total subsecriptions to the French consolidation
loah are now estimated at more than 18,000,000,000 franes,
including 7,000,000,000 for national defense bonds. This
it is pointed out is biggest loan since the 1920 69, rentes’

1ssue.

Stabilization of Italian Lira to Be Continued at Present
Rate—No Foreign Borrowings Acording to
Minister Volpi.

Stabilization of the Italian lira at its present rating
until next autumn, when the question of its value will
again be taken up, was announced as a Governmental
policy this evening by Finance Minister Volpi is a speech
on the budget and finances before the Chamber of Depu-
ties, says the Associated Press advices from Rome, June 2,
which in noting that the lira was quoted on the New York
market on June 1 at 5.6 eents added :

The Finance Minister said no more large loans from abroad, par-
ticularly from the United States, to Italian industries or municipali-
ties will be contracted after those now being arranged.

“We desire,” he said, “that the lira in its relation to gold be main-
tained at the present rate so that the cycles of manufacturing and
agricultural production, commerce and credit relations reach a level
and have a sufficient time to adjust themselves to the new situation of
equilibrium. Next autumn we will reconsider the problem.”

Asserting that Italian loans abroad, outside of the Morgan loan, total
about $200,000,000, Count Volpi declared:

“The Government does not intend to continue indefinitely a policy
of borrowing abroad, and believes that major needs are already covered
or in the process of being covered.”

Illustrating the beneficial effect of the loans already contracted, the
Finance Minister said the $85,000,000 obtained abroad by the electric
industry, which is payable in twenty-five years, has enabled Italy to
generate annually 1,000,000,000 kilowatts more energy, thereby saving
the importation of 1,000,000 tons of coal, which would have cost 150,
000,000 lire.

Count Volpi announced there would be a general lowering of taxes
for enterprises which have amalgamated. The Government is following
this development and intends to superintend it.

Count Volpi expressed the hope that the intensity of the Govern-
ment campaign to bring down prices would be a success and said
that there was every indication that it would be. .

Declaring that the amalgamation of industries led to greater efficiency,
Count Volpi announced that there would be a general lowering of
taxes for those enterprises which have amalgamated.

The budget is in a healthy condition, Count Volpi reported, and a
surplus will be obtained while in the next financial year expenses
would be controlled and reduced without hindering public works.

Temporary Bonds of $1,000,000 Issue of National Bank of
Panama Available In Place of Interim Receipts.
Otis & Co. announce that interim receipts for $1,000.000
National Bank of Panama (Banco Nacional de Panama)
Guaranteed Sinking Fund 61469, 20-year gold bonds Series
B are now exchangeable for Temporary Bonds at the
Trust Company of North America, 93 Liberty Street.

Secretary Mellon Advises Bankers to Exercise Care In
Undertaking Foreign Loans.

American bankers owe it to their clients to exercise
“unusual care” in investigating the securities back of
foreign loans, Secretary of the Treasury Andrew W.
Mellon declared at the “Favorite Sons Dinner” held by
the Chamber of Commerce of Pittsburgh on May 28. The
Pittsburgh “Gazette” from which we take the foregoing
quotes Secretary Mellon as fnllows: -

“The test of security of a foreign loan is the. same as in the case 'of
a domestic loan,” said Secretary Mellon in his discussion of thc.m-
creasingly large amounts of American money that have_ been put into
foreign investments since the war, “Certainly a ln_an_ls sound’ if out
of the money borrowed the debtor can repay the principal and interest
and make a profit for himself. The investor.must mak_e his own
decision as to whether the security of any .pamcular forelg'n' loan is
ample. The banker floating the loan in this country owes it to his
client to exercise unusual care in investing the security back of the
offerings which he may make.

" pes

Secretary Mellon, whose topic was “Banking
Finance—Growth and Present Dominant

and
Position in
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National Financial Activities,” also had the following to

say:

“At the last session of Congress the charters of the Federal Reserve
Banks were extended for an indeterminate period. This act was one
of the most important pieces of legislation that has passed Congress
since the war and the fact that it was passed by a large and united
vote of both parties leads us to hope that banking is at last free of
politics and that questions of banking policy, so vitally affecting the
business of the country, will hereafter be decided on a basis of finan-
cial rather than political considerations.

“The growth of our banking structure has been slow and has not
always kept pace with changing conditigns in our economic life. But
banking has been able to accommodate itself to those changes and the
enormous increase in banking capital, surplus and deposits, which took
place in Pittsburgh and throughout the country during the last fifty
years, is the best proof that banking has been equal to the demands
of the great industrial development that has come since the Civil War.”

No Change in Administration’s Foreign Loan Policy.

No change in the Administration’s policy in regard to
foreign loans has been made, it was officially emphasized
at Washington, June 1, says advices from the Washington
bureau of the New York “Journal of Commerce.” The
advices go on to say:

T?le American Government is taking an active interest in the further
st_abllization of the various foreign currencies, and is endeavoring to
aid in the further economic rehabilitation of Europe, it was indicated.

The Geneva economic conference is believed to have fully disclosed
the‘ extent to which American investors have helped Europeans with
their financial support, and so far the American Government has given
no sign that it believes further extensions from Americans are unwise
or should be curtailed.

Various financiers and economists have pointed out to the Treausry
Department that such loans can only be repaid in the form of manu-
factured goods which are not barred from the United States by reason
of a high tariff. However, the Administration has stood with Secretary
Mellon in sanctioning private foreign loans so long as they are for
productive purposes.

American Silver Producers’ Association Brings Action to
Compel Treasury Department to Buy Silver Under
Pittman Act.

Proceedings to compel the Treasury Department to pur-
chase 14,589,730 ounces of silver at $1 per ounce were in-
stituted on June 1, when the American Silver Producers’
Association filed a mandamus suit in the District Supreme
Court at Washington, D. C. against Secretary of the
Treasury Mellon and Director of the Mint Robert J. Grant.
The Washington correspondent of the New York “Journal

of Commerce” in announcing this added :

The suit is brought under the terms of the Pittman Silver Act of
1919, the provisions of which have not been complied with by the
Treasury Department, according to the allegations of the silver pro-
ducers.

The American Silver Producers’ Association is understood to repre-
sent sixty-eight silver mining corporations and numerous other organi-
zations representing the silver refiners.

Chief Justice McCoy today issued an order for the Federal Govern-
ment to appear in court on June 22 to show cause why the mandamus
should not be granted.

Commenting editorially on the proceedings the same

paper in its issue yesterday, June 3, said:

The American Silver Producers’ Association has gone to the length
of asking from the District of Columbia Supreme Court a writ of
mandamus requiring the purchase of 14,500,000 ounces of silver from
the mines associated in the association, some sixty-eight in number, at
one dollar per ounce. This is on the theory that the Pittman Silver
Act of 1919, which directed the Treasury Department to buy silver at
one dollar and restore the reserve carried in the Treasury Department
against outstanding silver certificates has not been complied with or
has been violated. Of course the price named is far above the present
market value, so that in effect the effort of the silver producers is to
get a large bonus.

The Pittman Silver Act itself ought never to have been passed and
was adopted only as the outgrowth of war hysteria which enabled the
silver group in ‘Congress to insist upon its pound of flesh in order
that it might give its consent to the use of the silver then held by the
Treasury for the rectification of conditions in India, which at that
time were in a critical state. After the war the Treasury went on
buying immense quantities of silver at the inflated price of one dollar
per ounce in order to carry out the provisions of this unnecessary act
whose constitutionality has always been open to doubt. Now it is
sought to go on with these purchases against the will of the Treasury,
although in the meantime the silver producers have waged a long
warfare in Congress to obtain the adoption of a mining bonus instead.
They have not succeeded in geeting it and the present suit is merely
another way of carrying their point and getting a direct subsidy.

The suit should be resisted to the very last and doubtless will be,
for it involves a principle which is of much more importance than the
actual money involved.

Case R. Howard on Benefits of American Investments
in Canada.

That Canada is entering on a period of ten years of phe-
nomenal growth was the opinion expressed by Case R.
Howard, Manager of the foreign business department of
The Canadian Bank of Commerce, in an address delivered
at the fourteenth National Foreign Trade Convention af
Detroit. Mr. Case cited figures furnished him by Vincent
Massey which showed that since 1925, the Dominion had

made steady upward strides in almost all phases of its
business. In February employment was 96.3 against 91.5 in
1926 and 87 in 1925. Exports and imports showed impres-
sive gains since 1925, as did railroad earnings, bank deposits,
bank debits, car loadings, building permits, newsprint
production, automobile production and life insurance sales.

“Canada is today the United States’ greatest customer,
and she has as yet scarcely begun to grow,” Mr. Howard
noted, adding:

“‘She interchanges more business with the United States than any other
country, not excenting Great Britain, the mother country. Economists
estimate that of the $5,300,000,000 of forcign investments in Canada,
$3,600,000,000 or more than 60% , came from the United States. British
Investments there total only $2,111,000,000.

“‘One of the developments arising from this flow of American capital
to Canada has been the establishment of 1,400 branch plants of American
manufacturers in the Dominion. It was not until 1919 that any large
annual increase took place, and in that year over 200 were established.
The mere fact that the number of these plants has doubled in the past
ten years, proves the wisdom of these investments. Owing largely to the
investment of these huge amounts of American capital in Canada, the value
of Canadian manufactured products now exceeds by a wide margin the
value of her agricultural products. In 1927 the value of Canadian manu-
factured products will probably run close to $3,500,000,000, as compared
with $3,000,000,000 in 1925. This expectation is justified by the fact
that Canada’s industrial activity has been steadily increasing each year and
in 1925 she exported 529, more manufactured products than in 1925.
Another indication of this increase is found in the fact that Canadian
banks between the end of 1925 and the end of 1926 cut down their holdings
of securities by $67,000,000 and increased their current loans by $93,-
000,000.”

In conclusion Mr. Howard said:

“It is the belief of many Canadians and most far-sighted Americans
that financial and trade relations between their two countries will increase
immeasureably in the next few years. Canada needs American capital
and technical skill and America needs cheap raw materials, cheap power
and the help of a young and vigorous country. These mutual needs will
do much for our two countries in the future as they have in the past.”

Protest Against New Vienna Loan Voiced by Holders
of City’s 4%, Bonds of 1902—Finance Minister
Declares City Has Correctly Discharged
___ Obligations—Report by Institute of

""F i o International Finance.

In view of the fact that the decision of the City of Vienna
to float a $30,000,000 loan has aroused strong protests from
holders of City of Vienna 4s of 1902, the Institute of Inter-
national Finance, conducted by the Investment Bankers
Association of America in co-operation with New York
University, has made a thorough investigation of the eir-
cumstances affecting the 1902 bonds and has issued a bulletin
containing a complete report of its findings. The action of
the Institute is in accordance with a resolution adopted by
the Board of Governors of the Investment Bankers Associa-
tion of America at its recent meeting at White Sulphur
Springs, W. Va. Under this resolution the Institute is
authorized to publish any formal protest covering particular
defaults and suspensions on foreign securities received from
duly recognized and accredited organizations; and to
investigate the protest and publish the facts so obtained.
The powers thus conveyed to the Institute are designed by
the Association to make it an active instrumentality for the
protection of American buyers against the indiscriminate
sale of foreign loans here against which many bankers have
recently issued a warning. The Institute finds that the City
of Vienna Loan of 1902, issued for the equivalent of 285,000,-
000 Austrian crowns and underwritten in the leading money
markets of Europe, specifically provided for payment of
interest and principal in foreign currencies at fixed rates of
exchange. “To our knowledge,” the report states, ‘“there
has never been any question as to the rights of the bearer
to choose the place and currency of payment.” A state-
ment embodying the above information goes on to say:

In 1922, the National Government of Austria enacted a law authorizing
Vienna to repay the entire loan in paper crowns, which were then worth
about 9,000 to the dollar as compared with a value, as stated in the loan
contract, of 5 gold crowns to the dollar. After quoting the detailed pro-
visions of this law, the Institute sets forth the terms of the agreement
subsequently signed with the Association Nationale des Porteurs Francais
de Valeurs Mobilieres, one of the institutions existing in France for the
settlement of difficulties between local bondholders and foreign govern-
ments. This agreement, while providing for more liberal settlement than
was authorized by the law, entailed a substantial sacrifice of the bond-
holders” interest. Coupons at present, for example, are being paid at the
rate of 3 paper francs or 113 cents, as compared with a nominal value of
8.40 gold francs or $§1.162 which the bondholders would have received if they
had enjoyed the benefit of the fixed exchange clause. Bonds drawn for
amortization are to be paid at their nominal value in French francs, amount-
ing at the present rate to about one-fifth of the amount specified under the
original loan contract. !

Agreements differing slightly in form were subsequently reached with the
bondholders’ associations of Belgium, Holland and Switzerland.

A letter from the Swiss Bankers Association to the Investment Bankers
Association of America sets forth that in the case of Swiss bondholders no
other means of contracting with the debtor city was open except on the basis

of the French agreement, if they desired to escape falling under the Austrian
law of 1922, Now, as a result of the great depreciation of the value of the
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French franc, the Swiss association points out, this agreement has again
been diminished.

““Hayving succeeded in freeing itself from its obligations, to the detriment
of its foreign creditors,” the protest continues, ‘‘the City of Vienna now
finds itself one of the wealthiest communities in Europe. In view of the
present situation, it seems that no new loan should be granted to the City
of Vienna before its agreements with its French and Swiss creditors have
been revised in such a manner as to provide satisfaction to foreign holders."

The Investment Bankers Association of America requested the City of
Vienna to express itself on this matter and is in receipt of a letter from the
Finance Commissioner of the City, explaining Vienna's position.

The Finance Commissioner states that the law of 1922 was passed
‘‘because owing to the devastations caused by the war, to maintain the
interest and amortization in gold would have been as impossible for the
City of Vienna as it was for the Austrian State, Germany, German cities,
Czechoslovakia, France, Italy or Belgium. In all these countries or towns,
countléss loans have been issued which the bondbolders acquired for gold,
and which are repaid in more or less depreciated currencies. The situation
here is therefore not exceptional."

Austrian holders of the loan of 1902, the Finance Commissioner states,
were repaid under the terms of the law, it seeming reasonable that the
greatest loss should be borne by bondholders at home. ;

“Similar steps were taken in Germany,” the Finance Commissioner
continues, *‘with the assent and recommendation of those German banks
which had originally co-operated in the issue. Regarding all other foreign
bondholders, however, the City decided not to avail itself of the law in
question. Of its ownaccord the City of Vienna resigned this great advan-
tage, moved by the thought that, in the interest of the reputation and
credit of Vienna, foreign bondholders should be favored and not allowed to
bear greater losses than those which, unfortunately, can not be avoided
after the economic devastations of the war in general and particularly in
Austria shattered by the treaty.”

After explaining that the agreements entered into with foreign bond-
holders have been carried out, the Finance Commissioner declares that the
Swiss Bankers' Association did not sign the agreement under protest or
reservations of any kind but rather greeted its signature **with satisfaction,”
as set forth in their letter to the City. That letter, be states, does not
contain the slightest allusion that it is not a definite incontestable agrcement.

“Only the Swiss Bankers' Association is trying to make profit on the
contemplated loan, ‘“‘the Finance Commissioner continues, ‘“‘through an
inadmissable pressure on the City of Vienna, which is not at all founded in
the accord actually in force. The legal situation is perfectly clear. With-
out any reserve, an agreement was made in September 1923, which settles
the matter of the 1902 loan. Article 13 stipulates that this amicable
agreement may be revoked by the Committee of bondholders, if the City
of Vienna failed to fulfill its obligations. It has not been revoked. The
Swiss Bankers Association knows very well that the City of Vienna has not
been guilty of the slightest offense against the agreement.

‘‘Article 11 provides an appeal to the court of arbitration in the case of
differences in the interpretation of the agreement. The Swiss Bankers’
Association has not appealed to this arbitration, doubtless because they
know they have no sufficient reason.

*The City of Vienna will, therefore, decidedly resist any attempt of the
Swiss Bankers' Association to deny such an agreement not only signed, but
welcomed by them. Such an action is contrary to the custom of good faith.
An agreement concluded must be binding for either party; else every
commercial or other intercourse is impossible. The City of Vienna can
prove that it has correctly discharged its obligations, which alone is
decisive."

Mexican Decree Barring Purchases of American Goods.

Associated Press advices from Mexico City, May 31, an-
nounced that “an official boycott by Governmental depart-
ments against American goods has been decreed by Presi-
dent Calles as a reprisal for ‘the systematic embargo placed
by the United States on merchandise bought by different

Governmental departments in the United States.’” The
dispatch went on to say:

The decree instructs governmental departments not to buy directly or
indirectly furniture, machinery or any kind of goods in the United States
and instructs the Foreign Office to order the Mexican Embassy and Con-

sulates in the United States not to make any payments running contrary
to this decision.

Yesterday (June 3) further Associated Press accounts
from Mexico City were reported as follows :

The Foreign Office issued a statement to-day saying that President
Calles's decree instructing Governmental departments not to buy in the
United States is in nowise a boycott against American goods, as the depart
ments were merely ordered to buy in Mexico without considering whether
the goods were American or not.

The decree is described as intended to safeguard Mexico's financial
interests and avoid delays. It is explained that the step was taken owing
to grave injury through the investment of large sums in merchandise bought
in the United States, which was considerably delayed in delivery.

The Foreign Office emphasized that the cordial relations existing between
both Governments cannot be affected by the decree.

The Department of Commerce at Washington issued the
following statement regarding the Mexican decree, based
on advices received from Acting Commercial Attache at
Mexico City, George Wythe:

An order issued by President Calles of Mexico and effective May 30,
prohibits any department of the Mexican Government from making pur-
chases in the United States.

The reason given for this order is the statement that the “United States
has established a systematic embargo on merchandise purchased by various
branches of the Federal Government, which procedure is causing serious

" damage to said branches."

From the New York “Times” of June 2 we take, as fol-
lows, the text of President Calles’'s decree, dated May 30:

In view of the fact that the Government of the United States of America
has established a systematic embargo on merchandise acquired by various
dependencies of the Federal Government, a procedure whereby serious
injuries are caused in the administrative conduct of said dependencies,
since even now many of the articles already bought have not been received
The Executive in my name has decided to direct, in order to avoid the
inconvenience caused by this unjustified delay, that from the date of

the present decree all departments of State and administrative depart-
ments abstain absolutely from purchasing directly or indirectly in the
said country furniture, machinery, articles of consumption and articles
in general intended for the administration of the public services and that
such purchases be made in all cases from commercial firms established
within the national territory.

For this purpose the Department of Foreign Relations will immediately
issue definite orders to the Embassy and Consulates of the republic in
the United States so that they may on no account make payment in contra-
vention of the orders herein contained, and the Department of Finance
and Public Credit will issue orders in the same sense to the financial agency
of Mexico in New York.

Given in the National Palace, May 30 1927.

The President of the Republic,
PLUTARCO ELIAS CALLES.

Results of First Year’s Operations of Central Bank of
Chile in 1926.

The statement of condition of the Central Bank of Chile

shows the marked success of its operations for 1926, the first

year of its existence, says Kissel, Kinnicutt & Co. under

date of May 21. In their advices they state:

Established at the beginning of 1926 in accordance with the recom-
mendation of the Kemmerer Commission, the Central Bank ended its first
twelve months of business with a fully paid capital of 85 million pesos
(approximately $10,200,000) and a gold reserve of 560 million pesos (ap-
proximately $67,200,000). The gold reserve showed a marked increase
of 76 million pesos, although the bills in circulation declined from 395
million to 373 million pesos. .

The bank successfully maintained the current rate of exchange for the peso
at approximately 12 cents. During the year there was a decline in the public
discount rate from 10% to 834 %, and a similar decline in the rediscount
rate to the associate banks from 8% to 734 %. In the first quarter of this
year there was a further decline, the discount rate dropping to 8% and the
rediscount rate to 7%.

At all times the associate banks maintained a surplus considerably above
the legal requirement.

Cuban Decree Prohibiting Sugar Grinding and Cutting
Before Jan. 1 1928.

Havana advices June 2 to the New York “Journal of
Commerce,” stated:

President Machado signed a decree here to-day declaring that work for
the 1927-28 crop, that is, cutting and grinding cane in all mills established
in the national territory, cannot start before Jan. 1 1928, which date is fixed
pursuant to the law of May 3 1926. The Secretary of Agriculture will see
to the compliance with this decree.

Associated Press accounts from Havana yesterday (June
3) stated:

The decree is a sequel to a study of the economic crisis brought about by
overproduction, which was carried out jointly by the Government and the
Association of Cane Planters. It does nov contain a clause limiting produe-
tion. After the decree was signed the President affixed his signature to an
Act extending for two more years the regulation prohibiting deforestation
of lands for more sugar cane planting. This was done, the President ex-
plained, to control as far as possible the production of sugar in the island
“for the greater benefit of all.”

Under date of May 30 the “Journal of Commerce” printed
a dispatch from its Washington correspondent, which said
in part:

Cuban sugar producers plan to flood the world market with their pro-
duct next year, underselling other producers and forcing them to come to
an agreement with the Cuban interests, it was learned here to-day from
reliable sources. This action is to be taken, it is declared, as a result of the
alleged lack of interest by our Government in the lowering of the tariff on
Cuban sugar, sought by President Machado during his recent visit to
‘Washington..

Although it believed that officials here gave President Machado a
sympathetic hearing when he pleaded for a more lenient tariff, they were not
supported by the sugar growing interests in this country who remained
adamant in their opposition to any lowering of the tariff on the Cuban
product.

Huge Quantity Available.

An enormous quantity of Cuban cane was not crushed last year, it was
said, because to sell it would have lowered the world sugar price and bank-
rupted other sugar areas already facing a hard season. Because of President
Machado’s failure to secure co-operation in the United States, the Cuban
sugar growers have decided to undersell the world this year by throwing
their surplus on the market.

They will be in an even more advantageious position this year than last
because of the elimination by floods of the Louisiana sugar area and the
probability that Louisiana will eliminate the production of sugar pers-
manently on a large scale.

The same paper in its issue of June 1 said:

Reports that Cuban sugar producers are planning to flood the world
market with their products next year as a result of the inactivity of our
Government in the lowering of the tariff on Cuban sugar were discounted in
sugar and banking circles here yesterday. While Cuban sugar interests have
been endeavoring for some years past to have the tariff on sugar reduced,
there appears to be no reason for the report, it was emphatically stated,
that Cuban producers have any intention of underselling other producers
or antagonizing their largest customer—the United States.

Elimination by the Mississippi flood of the Louisiana sugar area is no fac-
tor in determining plans affecting the sugar situation in Louisiana produced
only 42,000 long tons last year, or one-half of 1% of the total consumption
in the United States, it was pointed out.

Machado's Visit.

The visit of President Machado of Cuba to this country was not under-
taken for the purpose of discussing the tariff situation, it was stated here.
While this subject may have been discussed by President Machado, Amer-
ican business Interests and Government representatives, there are no reasons
to warrant any change on the part of Cuban producers or the Cuban Govern-
ment in their policy of dealing with the United States, it was declared.

American bankers heavily interest in Cuban sugar stated that Cuban
sroducers, after years of depression, are not in a financial position to
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undertake any such extreme measures as *‘flooding the world market,” had
they been driven to do so. It was added, however, that the present tariff
on Cuban sugar while burdensome provides a 209 preferential over pro-
ducers outside of the United States, thereby giving Cuban growers some
advantages.

‘With Cuba supplying the United States with 3,700,000 long tons of sugar
out of a year’s production of 4,500,000 tons last year, the question of out-
side markets is of secondary importance, it was stated. The total con-
sumption of sugar in the United States amounts to about 6,000,000 tons a
year.

‘While therestriction plan is declared in some quarters to be unsatisfactory,
it is believed to have contributed to the improvement in prices this year
The decisions with regard to the restriction of native production were as
follows: In April 1926, the Cuban planters were requested to limit produc-
tion for 1925-26 to 90% of their estimated yield. In Oct. 1926, a decree
was issued which fixed the earliest day for beginning the next sugar harvest
as Jan. 1 1927, a delay amounting to nearly three months. In December
last year the Cuban Government decreed that the Cuban output should
not exceed 4,500,000 tons.

Break in Anglo-Russian Relations Completed—Note by
Sir Austen Chamberlain Says Limit of Patience
Reached—Continuance of Trade Invited.

The break in diplomatic relations between Great Britain
and Soviet Russia was made complete May 27 when Sir
Austen Chamberlain, the Foreign Secretary, handed the
British declaration to M. A. P. Rosengolz, Russian Charge

¥ d’Affaires in London. The examination of the premises of
Arcos, Ltd., the note said, proved conclusively that military
espionage and subversive activities were carried out from
the Russian Trade headquarters. The British Government
nevertheless did not wish to interfere with the oridnary
course of legitimate Anglo-Russian trade and would place
no obtsacles in the way of commerce between the two
countries. Ten days were given the Russian representatives
to withdraw from Great Britain by the note, the full text of
which follows:

Sir,—The recent examination by the policc of the premises of Arcos,
Ltd., and the Russian Trade Delegation has conclusively proved that
both military espionage and subsverive activities throughout theBritish
Empire were directed and carried out from 49 Moorgate. No ostensible
differentiation of rooms or duties was observed as between the members
of the Trade Delegation and the employees of Arcos, and it has been shown
that both of these organizations have been involved in anti-British es-
pionage and propaganda.

But the matter does not end there. Your Government and you will
e cognize the messages which were read by the Prime Minister to the
House of Commons last Tuesday.

I would remind you that your own telegram, in which you request
material to enable you to support a political campaign in this country
against His Majesty's Government, was dispatched within a few weeks
of the warning conveyed to your Government in my note to your Feb. 23
last, adducing specific instances of anti-British propaganda and requesting
its cessation.

Action Follows Unheeded Warning.

His Majesty's Government had hoped that the Soviet Government
would take that opportunity given to them in accordance with the pro-
visions of Article 13 of the Trade Agreement of “furnishing an explanation
or remedying the default.”

They did neither; on the contrary, the hostility of the Soviet Govern-
ment, together with the subversive propaganda carried on by their asso-
ciates—the Russian Communist Party and the Third International—
in the United Kingdom itself, and in the British overseas territories, has
continued unchecked, to culminate in the abuse of diplomatic privilege
revealed by your attempt to interfere in the domestic affairs of this country.

There are, as I warned you in my note of Feb. 23 last, limits to the
patience of His Majesty's Government and of public opinion here, and
these limits have now been reached.

In view of the facts stated above, His Majesty's Government must
now regard themselves, in accordance with the provisions of paragraph 3,
Article 13 of the Trade Agreement of March 16 1921, as free from the
obligations of that agreement. The privileges conferred on M. Khinchuk,
Jhead of the Russian Trade Delegation[ and his assistants, in accordance
with the agreement, are accordingly terminated, and I have to request
their departure from this country.

Permission for Legitimate Trade.

His Majesty's Government, while compelled to take this step for the
reasons stated above, do not wish to interfere with the ordinary course
of legitimate Anglo-Russian trade, and will, therefore, place no obstacles
in the way of genuine commerce between the two countries.

They will raise no objection to the continuance of the lezitimate com-
mercial operationsof Arcos, Ltd., in the same conditions as those applicable
to other trading organizations in this country, and with this object they
are prepared to allow a reasonable number of Russian employees of the
company, whose names will be communicated to you, to remain in this
country, provided they comply with the law of the land and confine their
activities to legitimate commerce.

But His Majesty's Government cannot suffer the existence here of a
privileged organization which, under the guise of peaceful trading, carries
on ¢spionage and intrigues against the country in which it is established.

Notice to Depart within Ten Days.

Finally, His Majesty’'s Government have decided that they can no
longer maintain diplomatic relations with a Government which permits
and encourages such a state of things as has been disclosed.

The existing relations between the two Governments are hereby sus-
pended, and I have to request that you will withdraw yourself and your
staff from this country within the course of the next ten days.

I am instructing His Majesty's representative at Moscow to leave
Russia with his staff and should be glad if you would request your Gov-
ernment to afford to him and to Mr. Preston at Leningrade and to Mr.
Patton at Vladivostok the necessary facilities for the departure of them-

a their assistants.
.elsvlfist;&(:' arrangements, the details of which will be communicated to
you in due course, will be made for the departure from this];o;mm; of
yourself and your staff and of the Russian members of g&g;%;n%%%&?m
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Election of Col. Ibanez as President of Chile.

Miguel Cruchaga, Ambassador from Chile to Washingotn,
authorized the following statement in New York on May 25
in regard to the results of the Presidential election in Chile
on May 23:

The practically unanimous election of Col. Carlos Ibanez to the Presi-
dency of Chile is an expression of unqualified 9o jular approval of the
course he has followed during his Vice-Presidency and Premiersnip in
sponsoring drastic economic and political reforms.

President Ibanez became publicly prominent several months ago asa
result of his attacks on graft and inefficiency in the Government ; and
he is chiefly responsible for the recent radical readjustments in the Chilean
fiscal system which enabled the Legislature to balance the budget in 1927
for the first time in a number of years.

‘While cutting down expenses and doing away with sinecures President
Ibanez bas added to revenues by extending the tax laws and enforcing
the collection of all money owed to the State. The result of these changes

is that Chile is no longer dependent upon export duties fer its income,
but is self-supporting from within.

This election Is rezardedas assurance of a stable Government enjoying
the loyal support of the people.

Increase in Foreign Trade of French Colonial
Possessions.

According to the Bankers Trust Co. of New York, the for-
eign trade of French colonial possessions and protectorates
has shown a marked and steady increase since the end of
the war. The potential value of the countries under French
Jjurisdiction has long been realized and a persistent effort
is being made to develop these resources. It is not gen-
erally known that the population of colonial France is
greater than the population of France itself, but the fact
that this is so accounts for the statement made by Mr. Sar-
raut, when he was Minister of Commerce, that the real popu-
lation of France amounted to nearly 100,000,000 people.

The population of France on June 30 1926 (according to
official statistics which have just been published and which
were transmitted to the Bankers Trust Co. of New York by
its I'rench Information Service, was 40,457,000, showing a
small but irregular progress in the last three years, but still
not reaching the figure of 1913, 41,476,000, which did not
include Alsace-Lorraine. The population of France's colo-
nies and protectorates which have an area of about 5,200,
000 square miles, is estimated at 53,500,000. Provisional
trade statistics for these countries for 1926 which have just
been obtained from official sources show that exports for
the year amounted to 9,187,608,000 franes and imports to
6,873,550,000 francs. The figures for the four preceding

years are as follows:

Imports.
4,649,189,000 francs
4,080,130,000 francs
3,071,980,000 francs
2,208,341,000 francs

Ezports.
6,661,961,000 francs
5,309,058,000 francs
4,069,606,000 francs

-~ 3,121,423,000 francs

Measured by weight the figures for 1925 and 1924 were :
Ezxports. Imports.
18,251,358 metric quintals 43,750,773 metric quintals
15,784,909 metric quintals 42,373,822 metric quintals

The totals for 1926 are not yet obtainable.

Offering of $3,000,000 7% Land Mortgage Bonds of
Hungarian Central Mutual Credit Institute—
Issue Sold.

Marshall Field, Glore, Ward & Co. and Baker, Kellogg
& Co., Inc., offered on June 2 at 984 and interest to yield
over 7.39% to January 1 1932, and 7.489%, to maturity§a
new issue of $3,000,000 Hungarian Central Mutual Credit
Institute 79 land mortgage sinking fund gold bonds, series
A, due Jan. 1 1937. Of the issue, $500,000 bonds were
withdrawn by Labouchere & Co. for public offering in Am-
sterdam, Holland. The bankers offering the honds in the
country announced yesterday (June 3) that the portion
offered by them had been sold. The bonds will be dated
January 1 1928. They willbe in the form of Coupon Bonds
in interchangeable denominations of $1,000 and $500 regis-
terable as to principal only. Principal, premium and interest
(July 1 and Jan. 1) will be payable at the principal office
of the Guaranty Trust Company of New York, Trustee, in
United States gold coin, without deduction for any taxes or
other public charges now or hereafter imposed by the King-
dom of Hungary or by any other taxing authority thereof
or therein. At the option of the holder, principal, premium
and interest will be payable in dollar drafts on New York
at the office of the Institute, or at the head of the British
& Hungarian Bank Ltd., in the City of Budapest, Hungary.
Such principal, premium and interest will be payable in time
of war or peace, regardless of the nationality of the holder
of such Bonds. A semi-annual sinking - fund beginning
July 1 1932, which may be augmented by paymentsfmade
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at any time, before or after July 1, 1932, resulting from the
prepayment of land mortgages securing these Bonds, and
from other sources, is calculated to retire before maturity
at least two-thirds of the principal of these Bonds. Regard-
ing the sinking fund provisions we quote the following:

Redeemable at the option of the Institute, as a whole or in part in multinles
of $100,000 on any intercst date on or after Jan. 1 1932, and redeemable
in part for the Sinking Fund on any interest date, in all cases on thirty
days’' notice. Redemption price will be 100% on or before Jan. 1 1932;
10024 % thereafter and on or before Jan. 1 1933, and thereafter the premium
increases 3; of 1% on each succeeding July 1.

All bonds remaining outstanding at maturity to be paid at 10314 9 of
their principal amount.

The Guaranty Trust Company of New York is trustee;
the Farmers’ Insurance Association, Budapest, is co-trustee.
Aloys de Szaboky, President in charge of the Hungarian
Central Mutual Credit Institute in advices to the bankers
says in part:

History and Business.

The Hungarian Central Mutual Credit Institute was founded in 1898
under special Hungarian legislation. It is the central association of Hun-
garian agricultural credit associations. Such associations must be members
of the Institute by subscription to its ordinary shares and, pursuant to
the provisions of the laws creating and regulating the Institute con-
duct their operations as a part of the financial system of which the In-
stitute is the central authority. Besides these members, practically all
the founders shares, comprising over 889, of the total capitalization of the
Institute are owned by the Hungarian State. The membership of the
Institute comprises 1,200 members owning all of the ordinary shares, such
membership having increased over 30% since 1918. These consist largely
of the agricultural associations, whose total individual membership aggre-
gates over 420,000 p.rsons. These associations operate throughout the
envire Kingdom, serving approximately 2,600 communities.

The Institute, in addition to providing the necessary capital for its
affiliated credit association, makes loans directly to individual borrowers.
The Institute is organized primarily to satisfy the credit dcmands of farmers,
mostly in the form of short term credits, and not for,the purpose of making
profits for its own account, dividends on its shares being limited to 4%.
During the 28 years of its activity, the Institute has attained a leading
position in its field. Of the mortgage loans granted in this period, less than
one-tenth of 1% in principal amount have ever defaulted. The Institute
also acts on behalf of the Government for the handling of short term credits
advanced by the Government for special purposes, including the purchase
of breed cattle and seed grain, and for other similar purposes.

Before the war, bonds of the Institute were listed on the Budapest Stock
Exchange, and during the two years immediately preceding the war sold
at an average yield of 4.56%. They are a legal investment in Hungary
for all State institutions, postal savings banks and insurance companies
and are exempt from all stamp duties and taxes. They also can be deposited
as security for Government contracts.

State Supervision.

The State is not only interested through the ownership of over 889 of
the entire capital stock of the Institute but also exercises supervision
through the following officials: 1st, The Minister of Finance appoints a
State Commissioner and two members of the Board of Directors. Of
the remaining ten directors, four are elected by the State as the holder
of founders and six by the particinating associations. The State Com-
missioner may participate in all general and executive meetings of the
Board of Directors and has the right on behalf of the State to supervise
the granting of loans and to veto any decisions of the management con-
trary to law or to the by-laws. 2d: The Head of the State appoints the
Chairman of the Board of Directors. 3d:,The Minister of Agriculture
appoints one of the two Vice-Presidents, the other one being elected by
the Board of Directors. 4th: The Minister of Finance must approve the
appointment of the General Manager. It is provided by law that the
State cannot withdraw its participation in the Institute and the by-laws
of the Institute cannot be changed without the consent of the State.

Security.

These Bonds will be a direct obligation of the Institute, and will be secured
by first mortgages on agricultural and forested lands and vineyards, or
cash in lieu thereof, equal to the principal amount of Bonds outstanding
plus the current premium payable in the event of redemotion. The first
mortgages securing these Bonds will be payable in United States gold coin
and will carry interest and sinking fund obligations at rates at least as high
as the corresponding obligations of these Bonds. The mortgage loans
granted from the proceeds of this issue of Bonds shall not exceed 30% of the
current market valuc of mortgaged agricultural land, other than vineyards,
and 20% of mortgaged forested land and vineyards, and in no event shall
exceed the average gross yearly receipts from the esploitation of such land
for a period of three years next preceding the creation of the respective
mortgages. Mortgages on forested land or vineyard propercies shall not
exceed 30% of the greatest principal amount of Bonds at any time out-
standing.

It is expected that temporary bonds or interim certificates
will be ready for delivery on or about June 14,

Offering of 25,000 American Trust Certificates of
Wiener Bank-Verein (Vienna, Austria)—
Issue Placed.

Public offering was made on May 23 by Dillon, Read &
Co. of part of a block of new shares which the bankers
recently acquired in the Wiener Bank-Verein of Vienna
Austria. The offering consists of 25,000 American trusé
certificates, representing ten million Austrian schillings par
value of capital stock priced at $93.75 per certificate,
approximately 166% of par at the current rate of exchange.
It is announced that the issue has been placed. Information,
as follows, cegarding the certificates, is taken from the
offering circular:

American trust certifiates of Central Union Trust Co. of New York,
depositary, non-voting and in bearer form with dividend coupons attached,

each certificate representing 400 schillings par value capital stock of Wiener
Bank-Vereln, fully paid and non-assessable. The certificates to be ex-

changeakble on and after June 30 1929 for such capital stock and, in the
meantime, to be entitled to dividends paid upon such capital stock, such
dividends to be collectible at tne office of Dillon, Read & Co. New York
City, in United States gold coin, at rate of exchange current on or about
the respective dividend payment dates, less cost of effect ing exchange.

Capital stock now authorized and outstanding. 40,000,000 schillings
var value. Additional stock authorized for immediate issuance, 15,000,000
schillings par value (including the stock represented by the present offering) .
This stock is in the form of bearer shares with dividend coupons attacned.
Subject to declaration thereof at stockholder's meeting, dividends payable
annually not later than July 1 of each calendar year, upon surrender of
coupons at the various offices of the bank. In accordance with the by-laws
of the bank, the stockholders' meeting is held within six months after
the close of each calendar year. Dividends payable, under present laws,
without deduction for any Austrian taxes. The bank also makes provision
for the collection of such dividends in New York City, in United States
gold coin, at current rates of exchange, upon surrender of coupons and
payment of cost of effecting exchange.

Established in 1869, the Weiner Bank-Verein is deseribed
as one of the largest banks in Austria and one of the leading
financial institutions of central and southeastern Burope.
It eonducts a general banking business as well as extensive
investment banking activities. With the issuance of the new
shares, it will have a capital stock of 55,000,000 schillings.
The bank has 34 branch offices in or near Vienna and 11
in other cities in Austria. It also maintains branches in
Belgrade, and Zagreb, Jugoslavia; in Budapest, Hungary;
in Czernowitz, Rumania, and in Italy. In addition the bank
is closely affiliated with important banking institutions
having main offices in Prague, Czechoslovakia; in Sarajevo,
Jugoslavia; in Sofia, Bulgaria, and in Warsaw, Poland.
Since 1877 Wiener Bank-Verein has paid dividends every
year on its capital stock; for 1925 and 1926 payments have
been at the rate of 99, annually.

Economic and Industrial Conditions in Denmark
During April—Decrease in Debt to
Foreign Countries.

The Danish National Bank of Copenhagen and the Danish
Statistical Department have issued (May 27) the following
statement regarding the economic and industrial conditions
in Denmark during April 1927:

The National Bank’s amount of bills in circulation has, as usual for the
1st of May, increased somewhat, namely with 16 Mill. Kr., from 360.9
to 376.8 Mill. Kr.; at the same time the Ministry of Finance’s deposit in
the bank has gone up with about 6 Mill. Kr. and the account current has
gone down about 3 mill. Kr., so that the balance altogether has been in-
creased with 20 Mill. Kr. In keeping with this is especially an increase
of 15 Mill. Kr. in the outstanding loans on the active side, and an in-
crease of the stock of foreign currency of about 6 Mill Kr.

The rise in the amount of bills in circulation is only brought about by
the need of cash for money transactions, as the decline in the deposits
and outstanding loans is continued in the three principal private banks, so
that the outstanding loans have gone down 15 Mill. Kr., the deposits 23
Mill. Kr. Covering for the sum by which the decline in deposits has ex-
ceeded the decrease in the outstanding loans the banks have principally
obtained by the sale of bonds to the amount of 7-8 Mill. Kr. The banks’
net debt to domestic banks and to foreign correspondents has been almost
unchanged during the past month. However, the banks’ Krone debt to
foreign countries has been decreased with 614 Mill. Kr., which are in-
cluded in the sum by which the banks’ deposits have decreased, refer above.
All in all, the debt to foreign countries in Danish and foreign currency has
been diminished with 21, Mill. Kr. As the National Banks’ stock of cur-
rency, in spite of this, has gone up with about 6 Mill Kr., there is reason
to suppose that the export of bonds to foreign countries, which has.taken
place since the re-establishment of the gold standard, has continued to a
considerable extent during the month of April.

The transactions in stocks and bonds on the Copenhagen Stock Exchange
were in April about the same size as in March as far as stocks are con-
cerned, but somewhat larger for bonds, as the average weekly quotations for
stocks were 2.2 Mill. Kr., for bonds 8.1 Mill, Kr., with, respectively, 2.3
and 2.8 Mill. in March, 1In the index figures there was during April
some decline for stocks but increase for bonds. The stock index for April
was 91.7 (March 92.2), the bond index 87.7 (March 87.3), when the nota-
tions of July 1 1914 are fixed at 100,

The Statistical Department’s wholesale index has during April gone
down one point, from 153 to 152. The fluctuations in the prices have
during the month ben somewhat different for the various articles. There
has thus been quite a considerable fall in the fuel prices and a somewhat
smaller decrease in the prices of meat products and building materials,
while the prices of feeding stuff and leather goods have gone up.

The monthly summary of foreign commerce in March amounted to 139
Mill. Kr. for imports and 135 Mill. Kr. for exports; so that there was an
import surplus of 4 Mill. Kr, In March 1926 there was an import sur-
plus of 1 Mill. Kr. For the months January-March the import surplus
was this year 29 Mill. Er., against 33 Mill. Kr. in 1926. The export of
agricultural products was during April considerably larger for bacon and
meat than in April last year, but for butter and eggs a little smaller.
The average weekly exportations were: Butter, 26,611 kilos (April 1926,
27,110 kilos) ; eggs, 1,045,300 scores (1926, 1,086,200 scores) ; bacon, 48,-
592 kilos (1926, 34,661 kilos); beef and cattle, 15,078 kilos (1926,
12,570).

The prices for the exported products were, aside from the egg prices,
lower than last year—the bacon prices even considerably lower. The
average weekly notations were: Butter, 200 Kr. (April 1926, 305 Er.)
per 100 kilos; eggs, 1.05 Kr. (1926, 1.02 Kr.) per kilo; bacon, 1.39 Kr.
(1.87 Kr.) per kilo; beef, 56 Kr, (56 Kr.) per kilo on the hoof. 4

The unemployment is still much larger than at the corresponding time
last year, the percentage of unemployment at the end of April being 23.6,
against 16.5 at the end of April 1926. In the real industrial professions
the percentage was this year 21.9, against 16.9 in April 1926.

The Government’s revenue from taxation was 21.5 Mill. Kr., of which
9.9 Mill. Kr. were customs revenue tnxes. In April 1926 the correspond-
ing figures were 21.2 Mill. Kr, and 9.2 Mill. Kr.
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Copenhagen Gets $15,000,000 Loan—New York
Syndicate to Offer Bonds Next Week.

The following is from “The Sun” of last night (June 3) :

Danish financing on the easiest terms obtained by borrowers of that
country since pre-war days will be a feature of the bond issue market next
week, when Kuhn, Loeb & Co. and the International Acceptance Bank,,
Inc., will head a syndicate offering $15,000,000 City of Copenhagen,
Denmark, 25year 5% bonds. According to cables from Copenhagen,
the bonds were awarded on a bid of 92.29. The issue, it is understood,
will not be subject to redemption during the first ten years.

Another Danish loan is being discussed but not yet finally closed, it
was reported to-day. This will be in connection with the Landmansbank
of Copenhagen and will amount to $20,000,000. Several groups are
competing for this business.

From 1901 to 1912 all Copenhagen loans were floated with 4% coupons.
In 1919 an American issue of $15,000,000 54 % bonds was made at 9314.
This loan is now redeemable at any time through the option held by the
city to increase the sinking fund, but it is not known whether the issue
Is to be redeemed. Owing to the rise in the krone to par in recent years
the city can pay off this loan at a large profit, even it its savings on interest
charges is not a large factor.

Resignation of Viscount Takahashi as Japanese
Finance Minister—C. Mitsuchi to Succeed
to Post.

Associated Press cablegrams from Tokio on June 2 said:

Finance Minister Takahashi resigned to-day. Chuzo Mitsuchi was
named to succeed him.

The resignation of Viscount Korekiyo Takahashi did not come as a sur-
prise, as he had agreed to accept the finance post temporarily when Baron
Tanaka formed his ministery on April 19. He said at the time he would
resign when the financial situation became easier.

Chuzo Mitsuchi is one of the leaders of the Seiyukai party. He is a
graduate of the Tokio Higher Normal School and studied in England and
Germany. He has been a member of the Diet for a long time.

Japan May Aid in Readjustment of Affairs of
Kawasaki Bank.

Tokio cablegrams (Associated Press) June 1 stated:

Tentative plans have been drawn up for the readjustment of the affairs
of the Kawasaki Bank, Ltd., which was among those affected by the recent
financial disturbances in Japan.

The Government is understood to be considering an advance of thirty
million yen (about $15,000,000) on its own responsibility. A decision
probably will be made next week, after which the fifteenth bank, which is
closely connected with Kawasaki, is expected to reopen.

Redmond & Co., Place $500,000 City of Panama Bonds
Privately.

It is announced that Redmond & Co. have placed privately
a new issue of $500,000 City of Panama external 25-year
614% sinking fund gold bonds, due June 1 1952, at par to
yield 6.50%. It is stated that the p:esent debt of the city
consists of a balance of only $36,000 left from a local bank
loan. The present bond issue is authorized by the National
Law enacted by the National Assembly of Panama on Dec.
22 1926. The proceeds will be used to retire this loan, to
consolidate the city’s floating debt, to construct publie
works and provide for the reconstruction and enlargement: of
a modern slaughter house. The trust agreement covering
the present issue of bonds provides that the annual service
of the loan, comprising annual interest, sinking fund, and
trustee’s charges, shall be paid out of pledged revenues as col-
lected, one-third on the 15th day after the date of the bonds
and one-twelfth on the 15th day of each month thereafter, at
the local branch of the National City Bank of New York in
Panama City. The trustee is required to set aside from such
payments a sufficient amount for the next semi-annual
interest and trustee charges, and to use the remainder for
the purchase and cancellation of these bonds. The City of
Panama, capital of the Republic of Panama, has a present
estimated population of 70,000 which is an increase of
approximately 10,000 during the past ten years. The
appraised value of private property in the municipal district
is estimated at $27,664,787.

$6,000,000 Sao Paulo (Brazil) Bonds Awarded to

American Group of Bankers.

The City of Sao Paulo, Brazil, has announced the sale of
an issue of $6,000,000 of bonds of that city to a group of
American bankers composed of the First National Corp.
of Boston, Harris, Forbes & Co. and Stone & Webster and

Blodget. The City of Sao Paulo has become the manu-
facturing centre of Brazil and in addition is the centre of the
coffee industry. Brazil exports annually over $300,000,000
of coffee, two-thirds of which is shipped to this country.
It is understood the bonds will bear a 614% coupon and will
be offered in this market shortly.

Central Union Trust Co. of New York Registrar for
Province of Buenos Aires Bonds.

The Central Union Trust Co. of New York has been
appointed registrar and countersigning agent for Province
of Buenos Aires $10,613,500 79, external sinking fund gold
bonds consolidation loan of 1926, due May 1 1958.

National City Bank of New York Renews Revolving
Credit to National Bank of Czechoslovakia.

The National City Bank of New York announced on
June 1 the renewal of the revolving credit in favor of the
National Bank of Czechoslovakia under guaranty of the
Government of Czechoslovakia under arrangements which
make $15,000,000 available as a currency reserve, for a
further period of one year from June 1. It is stated that
although it has not been necessary for the National Bank of
Czechoslovakia to make use of any of the existing credit,
and while the finanecial position of both the Government
and the National Bank of Czechoslovakia is stronger to-day
than ever, the credit has been renewed as a measure of
conservative precaution.

Conversion of Rio de Janeiro 1912 Loan——Co.rrection.

A correction of an item which we quoted May 7 from the
New York News Bureau regarding the conversion of the
Rio de Janeiro loan of 1912 has come to us as follows:

SAMUEL MONTAGU & CO.
114 Old Broad Street
London, May 19 1927.
The Editor, The Commercial & Financial Chronicle, 138 Front Street, New
York Cily.

Dear Sir.—We beg to draw your attention to the notice in your paper on
page 2676, of your issue of May 7, regarding the conversion of the Rio de
Janeiro 5% 1912 loan, wherein you give the figures of the new 7% loan as
£13,000,000 instead of £1,300.000 and part of authorized amount as
£21,000,000 instead of £2,100,000.

The fizures as given by you, if not corrected, might lead to a misconception
of the financial position of the country. We shall be much obliged if you
will give notice of the correction in the next issue after this letter reaches
you.

Yours faithfully,
SAMUEL MONTAGU & CO.

Bonds of Mortgage Bank of Chile Called for
Redemption.

Kuhn, Loeb & Co. and the Guaranty Trust Co. of New
York, fiscal agents for the Mortgage Bank of Chile (Caja
de Credito Hipotecario) have announced the redemption of
a part of both of the bond issues of this institution out-
standing in this market. The bankers have drawn by lot
$106, 500 of the principal amount of the guaranteed sinking
fund 614 9% gold bonds, maturing in 1957 and $78,000 of the
principal amount of the guaranteed sinking fund 634 %, gold
bonds maturing in 1961. Holders of the 6149 gold bonds
which have been so redeemed will be paid on or after June 30
1927 at the office of Kuhn, Loeb & Co. or at the prineipal
office of the Guaranty Trust Co. of New York. The 634 %
gold bonds not having been issued as yet are represented by
interim certificates. For the purpose of this redemption
these certificates will be deemed to have been called for
redemption in the same manner as though the definitive
bonds of the same serial numbers and denominations had
been exchanged for the interim certificates and the latter
will therefore be redeemable at the principal office of the
Guaranty Trust Co. of New York. The bankers also
served notice that $24,500 of the 614 9% gold bonds and $13,=
000 of the 634 % gold bonds which had been called on May
27 1927 and ceased to bear the interest after that date
remain unredeemed.

Annual Report of New York Cotton Exchange.
The economic value of the New York Cotton Exchange is
more widely recognized to-day than ever before, President
Samuel T. Hubbard Jr. states in the fifty-seventh annual
report for the fiscal year ended April 30, which was made
public on May 27. Mr, Hubbard said: )

Never in the history of the cotton trade has our Exchange been called
upon to participate in marketing, through its facilities, such an enormous
cotton crop. You are to be congratulated on the extraordinary facility with
which this organization has functioned in the face of this enormous crop
and the decldely depressed condition in the summer and late fall of last
year in the dry goods industries of the world. It threw upon your exchange
a tremendous burden. As a consequence, the economic value of your
{nstitution is more generally recognized by the cotton trade of the world
and the general public than ever before.

The report records one of the most progressive years in
the history of the Cotton Exchange. During the fiscal year
616,900 bales of cotton were delivered on contract, com-

pared with 506,800 bales in the previous year. As a result
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of economies effected by the present administration, the
annual dues have been reduced from $300 to $200, and the
assessment of $100 on each membership canceled. Regard-
ing the Exchange’s contract with the Bayway Terminal, the
report states:

It is felt that this agreement, based upon the building of a modern
terminal with a high-density compress, and upon the fulfillment of specific
requirements as to handling and storing charges, will result in the greatest
benefits to our Exchange. It should do away with the criticism which has
been directed against the costs and methods of handling cotton in this port.
‘With the costs reduced, and with the high-density compress, cotton may
be shipped to any part of the world in excellent condition and with low
handling charges.

President Hubbard also says in part:

Progress has been made in obtaining storage-in-transit privileges, and our
Traffic Department, under the direction of Mr. George Ashbridge, Jr., is
making further progress towards more privileges of this character.

_As a result of a referendum in July 1926, a Committee was appointed to
present a workable plan for Southern Delivery. This Committee has been
working during the entire winter.

In response to a general demand from the trade, efforts to broaden the
number of deliverable grades on contract have been made, but on account
of the low middling value clause of the “U. 8. Cotton Futures Act™ difficulty
has been encountered in making new standards for off-coloured cottons
which would always sell equal to the value of low middling cotton.

Your Committee on Special Staple Premiums gave the matter thorough
and complete investigation, but found that while it was practicable to
quote for the Mississippi Valley and the Western Belt, it was impracticable
to quote for the Eastern Belt. They, therefore, took the matter up with
the American Cotton Shippers Association, suggesting if that Association
had some definite plan which they could recommend we would be glad to
entertain their suggestion.

In response to a petition from the membership of this Exchange, a Com-~
mittee was appointed to consider the feasibility of trading in wool futures.
This Committee is not yet ready to report, but considerable progress has
been made in regard to this matter.

As a result of the approval of the membership, a fund is now being col-
lected for the purpose of improving the acoustics, the extension of the
twenty-third floor, and for a Pension Fund for Employees. Your Executive
Committee found that Dr. Berliner, of Washington, D. C., has invented a
method of acoustic treatment. As the cost of such treatment is very much
less than the original estimates, your Executive Committee felt justified in
experimenting with this new discovery, and it is now being installed in your
trading room. The balance of the work is being temporarily held up pending
the results of this experiment.

During the year 31 new members were elected and fifty
memberships transferred.

James F. Maury, Treasurer of the Exchange, reports in
part as follows: 5

It has been another favorable financial year for the Exchange, so the
Board decided to lighten the burden on the members by cancelling the
assessment of $100 levied on each membership and payable Dec. 1 1926.
This, of course, reduced our estimated income by $45.000.

Our entrance fees were $31,000 against $22,000 last year.

The Inspection Department, which for many years used to be so important
and profitable an adjunct to the Exchange (until the Government under-
took the grading and classing of cotton), has been doing a better business.
The total receipts this year have been $54,003.39 against $31,861.67 last
year. The expenses were $47,306.48 against $47,204.29, a net gain of
$6,606.91 against a loss last year of $15,432.62—a very satisfactory change;
let up hope it will continue and increase.

The building fund fees expired by limitation in accordance with the by-
laws on Jan. 1 1927. By a vote of the members a new set of fees were
established, to be known as Section 57 Fees, at approximately one-half the
former rates, the collection of which began on Feb. 1 1927. The monies
derived from these new fees are to be used toward the creation of an
Employees Pension Fund, the perfection of the acoustics of the Trading
Floor and, if decided upon, flooring over the light well at the 23rd floor so
as to create approximately 4,000 additional sq. ft. of rentable floor space.
In view of the reduced rates of the fees collectable and the dullness of the
cotton market during the latter half of the fiscal year just ended, we could
not expect anything like the former yields; nevertheless, the tidy sum of
$11,150.78 has been credited to the fund just established, which is on deposit
with the Corn Exchange Bank.

Our building continues to be well rented, up to 953 % of its capacity.
Including the $60,000 charged for the Exchange room, we got $521,797.98,
an increase of $9,413.62 over last Year. -

‘We have made no further payments to reduce the $2,000,000 mortgage,
but as it falls due May 1 1928, we may expect to renew it at a decide&ly
lower rate than the present 514 %.

1 cannot close without saying how deeply grateful T feel to every member
of the Board of Managers for their most unexpected and magnificent gift
of the superb silver vase to commemorate my fifty years of membership and
twenty-one years of service as Treasurer. It was the proudest moment of
my life when I received this and it will go down to my children and grand-
children as one of their treasured heirlooms.

T

Cincinnati Clearing House Proposes Service Charge on
Small Accounts.

C. A. Bosworth, President of the Cincinnati Clearing
House, has sent out letters to the Clearing House banks for
their signatures in approval of action of the Clearing House
Committee, calling upon member banks to impose a service
charge of 50 cents a month upon all checking acecounts which
show a monthly average balance of less than $100. This is
learned from the Cincinnati “Enquirer” of May 27, which
also has the following to say:

1t is expected the agreements of the individual banks will be in hand in
time to permit public advertisement of the change on or about June 1. &

1t is the intention of the Clearing House that the new policy of a service
charge to make the carrying of small balances profitable shall become
operative throughout the territory of the Cincinnati Clearing House as of
July 1.

Mr. Bosworth said yesterday he believed the result of the new move

would be an increase in the volume of deposits as well as provision for the
expense of carrying small balances.

It was pointed out in banking circles that the move in effect is equivalent
to what a bank would earn in a case where it loaned to its depositor $100
for the purpose of maintaining a balance.

‘While there had been discussion in the committee as to what average
balance should be required of a depositor so that he escape the payment
of the service charge, one Clearing House official said the committee could
agree upon the requirement of $100.

Amendments to By-Laws of Stock Clearing Corporation
Approved By Governing Committee of New York
Stock Exchange Corporation to Clear For Present

Clearing Members and Other Members of
Exchange.

The following announcement was made public by the
New York Stock Exchange on June 3:

The Governing Committee of the New York Stock Exchange yes-
terday approved amendments to the By-Laws and Rules of the Stock
Clearing Corporation providing that at a date to be named by the
Executive Committee of the Stock Clearing Corporation provisions will
be made at the Day Branch of the Stock Clearing Corporation for
settling commission bills between floor brokers and member firms. This
operation will be completed on one day, which will be a Saturday,
and in due course every member will be notified of the detailed plans
and the date on which the operation is expected to start.

Under the terms of the amendments, the Stock Clearing Corporation
will act both for the present Clearing Members and other members
of the Stock Exchange, not members of the Stock Clearing Corporation,
who enter into an agreement with the Stock Clearing Corporation for
it to act for them. The entering into such an agreement with the
Stock Clearing Corporation will be voluntary on the part of the
members, and not compulsory, but if approved of by the great majority
will bring about a large saving in the drawing of checks for the settle-
ment of commission bills.

This service will be rendered by the Stock Clearing Corporation
without charge to members and member firms.

In noting that under the amendments Commission bills
between floor brokers and member firms of the New York
Stock Exchange are to be cleared once a month through
the day branch of the Stock Clearing Corporation instead
of being settled by separate checks between the various
parties, the “Herald-Tribune” of yesterday said:

A similar plan was suggested in March by the Association of Stock
Exchange firms and, while the plan adopted by the governors involves
several changes from the original suggestion, it follows it in the main.

New York Stock Exchange Warns Against Carrying by
Non-Member Correspondents of Speculative Accounts
of Employees of Members.

The following notice has been issued to members of the

New York Stock Exchange:
NEW YORK STOCK EXCHANGE
Committee on Quotations and Commissions.
May 26, 1927.
To the Members:

The attention of the Committee on Quotations and Commissions has
recently been’ called to the fact that non-member correspondents of
members of the Exchange have permitted employees of members of the
Exchange to carry speculative accounts with them.

The Committee on Quotations and Commissions calls the attention
of members of the Excharnge to the possible danger that exists in con-
nection with this practice, and suggests that members of the Exchange
take the matter up with their non-member correspondents with a view
to preventing their taking and carrying such accounts for employees
unless the written consent of the employer has first been obtained.

E. V. D. COX,
Secretary,

Interpretation of Ruling Affecting Orders on New York
Stock Exchange When Stock Sells ex-Dividend.
A notice as follows was was issued on May 26 to mem-
bers of the New York Exchange:

NEW YORK STOCK EXCHANGE

Committee of Arrangements.
May 26, 1927.

To the Members of the Exchange:
The Committee of Arrangements on April 4,

following ruling:

“A request having been made to the Committee of Arrangements for
an interpretation of the rule regarding reducing the limit on orders by

the amount of a dividend on the day a stock sells ex-dividend, the
Committee determined,

1. That the following kinds of orders should be reduced:
(a) Open buying orders;
(b) Open stop orders to sell,
2. And that the following should mot be reduced:
(a) Open stop orders to buy;
(b) Open selling orders.”

With reference to orders in stocks selling ex-dividend on the first
business day of a month the Committee rules as follows:

“Orders sent to a specialist prior to the close on the last. day of .the
month should be handled the same as any other orders received du.nng
the month. Open buying orders and open stop orders to sell received
by a specialist after the close on the last business day of the month
or before the opening on the first business:day of the following month
should be reduced by him as stated above if such orders are a con-
firmation or continuance of old orders; but if said orders are new orders
the amount of the dividend should mot be deducted by the specialist,
the responsibility for their accuracy resting upon the member or firm
giving said orders, and not unon the specialist.

OF ARRANGEMENTS.

1919, issued the
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Samuel Untermyer in Letter to President Simmons of
New York Stock Exchange Suggests Changes in
Regulations Governlng Use of Proxies.

Samuel Untermyer, Special Counsel to the State Transit
Commission, has addressed a letter to President Simmons
of the New York Stock Exchange in which he refers to the
present practices in the use of proxies “as vicious and
contrary to the public interest and demoralizing to the
proper conduct of corporate affairs.” Mr. Untermyer indi-
cates that the evils of which his letter treats have been
disclosed by the investigation which is being conducted by
the Transit Commission into the New York City transit
situation, and he suggests the adoption by the Exchange of
certain regulations which he enumerates to correet what
he designates as ‘“‘this widespread abuse,” which has de-
veloped in the issuance of proxies. Mr. Untermyer states
that “it is by means of the use of these proxies, given to
great corporations at the instance or in the interest of
influential men in the financial world, that the bulk of our
corporations are to-day controlled—through the election of
directors. There are comparatively few corporations with
assets of $10,000,000 or over that are not thus controlled by
men who own less than 109 of the stock and who yet
dominate the companies and select their associate directors
with the same certainty as though they owned the entire

capital stock of the company.” His letter follows:
May 27 1927.
Mr. Edward H. H. Simmons, President Board of Governors,
New York Stock Exchange, New York City.

Dear Sir:—From time to time during the past twenty years I have had
frequent occasion, as counsel for Congressional and Sate legislative investi-
gating committees and otherwise, to expose abuses in the administration
by the New York Stock Exchange of the highly important public functions
which it exercises over the security markets and financial destinies of the
country. .

Among other things, I have called attention to'the anomalous fact that
although the Exchange is the greatest security market in the world, whose
Qquotations fix property values to the extent of tens of billions of dollars
and upon which Federal and State Governments, our national and State
banks and trust companies, our courts, public officials, all manner of
corporations, trustees of estates, &c., fix and determine values of securities
and properties, the solvency and insolvency of great public and private
corporations, &c., its political and financial powers have proved so great
that it has thus far managed to evade every form of judicial regulation and
control. It has remained, “‘above and beyond the law"—the only public
institution in the world of such vast, far-reaching powers that is in the
strange position of being literally ““a law unto itself.’

Neither in the courts nor in any other branch of the Government is
any power lodged to protect these quotations against the manipulations
to which they are being constantly subjected. There was a time when
the bulk of the stock dealings on the Exchange grew out of the ‘‘washing’’
and manipulations of stock, and that was their real reason for not abolishing
this swindle on the public. But that time has long since passed. Your
members can now well afford to do without that illegitimate business, and
they should be forced to do so. Still such manipulations persist, but under
different disguises than formerly. Well-nigh every pool and syndicate in
the Street to-day ‘‘markets’ its securities upon a confiding and deluded
Dublic and maintains and lifts prices during the process by this camouflage
activity.

In this connection it should, however, be said that the Exchange has
profited by the exposures of abuses in its management and regulation
and that under the spur of these investigations and criticisms it has remedied
practices and inaugurated reforms of such importance that comparison
between the present-day Stock Exchange ethics and regulations and those
of former times reveals vast betterments and reflects greatly to its credit
and sense of public responsibility.

I do not mean by what I have said or am about to say to reflect upon
the integrity of the great body of the membership of the Exchange. Their
fidelity to contract obligations between the members, though not in writing
‘and to their customers, is unique and stimulating, and I know of no body
of men with a higher sense of honor; and yet, strange to say, with more
peculiar ethical standards In some directions connected with the conduct of
their business and the practices in which they indulge. y

The fact, however, remains that there are still many practices that
are not only permitted but encouraged and that continue to demonstrate
the necessity for public regulation and control of this overshadowingly
powerful world-agency of business and finance apart from the wisdom of
their regulation in any event as a great public agency.

Contrary to the general impression. I have never advocated or supported
incorporation of the Exchange. It would be not only an idle gesture but
would impair its usefulness. The Consolidated Exchange, that has just
been put out of business by the scandals that disgraced its record, was
incorporated. Even if there were no criticism of the management of the
Exchange, it should be under Government control, not only to protect
investors but because it is one of the most important of our financial agencies
and should be in the category of banks, insurance companies and other
fiduciary instrumentalities. Their books should be subject to periodical
examination by public authorities like those of the banks, insurance com-
panies, etc. ]

Tens of thousands of small investors were ruined within the short space
of a year or two not long ago by the bankruptcy of Stock Exchange firms
which had rehypothecated their customers’ securities for sums in excess
of tnose owing the brokers, as they are still permitted to do.

If I want to go into the business of a real estate broker I require a license,
but there is no limitation on my becoming a member of the Real Estate
Board of Trade. Buu if I want to be a stock broker, to deal in listed securi-
ties on the Stock Exchange, I require no license from the public authorities,
but the doors are barred against me because Exchange membership is
limited by you so as to be & virtual monopoly. Unless I can buy from a
member his right to trade on the Exchange I am permanently excluded
from that line of business. No such exclusion applies to me if I want to
start a bank or other public institution.

Investigation by Transit Commission.

it Commis-
investigation that is now being conducted by the Trans|
lio'fx'hl?:to the New York City transit situation has disclosed another of the

many existing evils which the Exchange should and can promptly eliminate
and to which I am calling your attention to that end.

It has, as you know, long been the custom of Stock Exchange firms to
carry shares of stock of customers, held as security for loans, in their own
names—endorsed by them in blank, and so made available to them for
immediate sale or with banks for borrowing purposes. <

It has also been the custom to make delivery of these certificates of
stock, ;when sold, in the names of the selling brokers, and thus to have
them pass from member to member of your exchange still registered in the
name of the brokerage firm to which they were originally pledged.

It has likewise become the custom, and is a most indefensible one, for
brokerage houses in whose names these stocks are registered to sign and
deliver proxies for voting at meetings of stockholders for the election of
directors and for other important purposes, although the broker may not
have any of the stock so registered in his name in his possession and may
have long since parted with it and although tae pledge or ownership is
unknown to the broker issuing the proxy and he has no mandate from the
owner or pledges to vote the stock.

In like manner your members, who may have a given number of shares
of the stock of a corporation in their possession, are in the habit of signing
unlimited proxies without designating the number of shares. to include
stock that has long since passed from their possession but remains registered
in their names.

Sees Purpose of Law Defeated.

I regard these practices as vicious and contrary to the public interest
and demoralizing to the proper conduct of corporate affairs. Their result
is to defeat alike the purpose of the law and the right of the stockholders
that the owners of a majority of the shares of stock of a given corporation
shall elect its directors, determine its policies and control its affairs. It is
unjust to legitimate stockholders of a corporation, in that it drowns and
throttles their voices at stockholders' meetings with a flood of proxies
voted in the interest of alleged stockholders who are not in fact voting and
who do not know and bave no means of knowing that their rights are being
thus invaded.

It is by means of the use of these proxies, given to great corporations at
the instance or in the interest of influential men in the financial world, that
the bulk of our cornorations are to-day controlled—through the election
of directors.

There are comparatively few corporations with assets of $10,000,000 or
over that are not thus controlled by men who own less than 10% of the
stock and who yet dominate the companies and select their associate
directors with the same certainty as though they owned the entire capital
stock of the company.

‘Where the stock is widely dealt in on the Exchange this is accomplished
by the simple process of collecting proxies from brokerage houses that have
parted with the possession of the stock for which they sign proxies in favor
of the corporate management that thus perpetuates itself—often regardless
of the wishes of the real stockholders. Protest against existing manage-
ments, however distasteful, is thus rendered futile, which accounts for the
rare and generally unsuccessful efforts that are made in that direction.
The stock list, that should disclose ownership and render possible com-
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