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The Financial Situation.

The most disquieting feature in the industrial and
financial situation at the moment is the great de-
preciation which is taking place in the bond market,
and more particularly in railroad bonds. It is bad
enough to see stock prices going all to smash, but
when bond prices follow the same destructive course
there is reason for the gravest apprehension. Every-
one is now, as for a long time past, debating with
great earnestness the probability of an early revival
of trade, but it may be laid down as an incontro-
vertible proposition that there is not going to be
any enduring change for the better in the state of
trade so long as bond prices, and especially railroad
bonds, keep steadily going down as they have in
recent weeks.

Therefore, it becomes a matter of the utmost con-
cern to consider this matter of the downward plunge
in bond values—and be it known that the use of the
word “plunge” involves no overstatement of what
has been going on, inasmuch as certain bond issues
have been declining in quite as violent fashion as

has become the custom in the stock market, and we
believe we are correct in saying that no parallel to
this collapse of the bond market, for nature and
extent, is to be found in the records of financial and
industrial crises in the past.

During the early months of 1930, following the
stock market crash of the autumn of last year, bond
prices, which had been persistently going down for
about two years, owing to the disfavor into which
bonds had fallen during the speculative craze which
was carrying stock prices to such dizzy heights—fol-
lowing this period of shrinking bond prices, there
came, in the early months of 1930, a strong reaction
in favor of bonds, previeusly discredited, and in the
recovery in bond values which thereupon ensued it
really looked as if bonds were once more to resume-
their rightful place as a form of investment ranking:
deservedly high. Bond prices then steadily ad-
vanced, and the rise was looked upon as one of the:
most encouraging signs of the times in indicating
(as it then seemed) a return to sober common sense
on the part of investors. It was also looked upon
as a certain forerunner of a coming improvement in
security values. .

But all these bright hopes have now been dissi-
pated, and we are now confronted by a situation
where the condition of the bond market involves
threatening possibilities.

As a few illustrations, St. Louis-San Franciseo
414s series A, which the early part of October were.
still selling as high as 931/, yesterday sold down to
751%. Perhaps in this instance the recent additions
to this bond issue have not yet been fully distributed,
yet this road is paying dividends on common and
preferred stocks alike, and the experience of many
other roads has been equally unfortunate. Erie 1st &
ref. 5s of 1975, as against 9314 Oct. 2, got down to
T114; Missouri Pacific general 4s yesterday sold
as low as 6714 against 8134 on Oct. 1; Chic. Mil. St.
Paul & Pac. 5s series A sold down to 6714 as against
871/ in October and 9634 last March; Chicage Great
Western 4s sold at 64 against 7414 Oct. 1; Balt. &
Ohio conv. 414s have dropped from 10114 Oct. 2 to
92 Dec. 4; Southern Railway general 4s series A, as
against 8934 Oct. 2 and 93 last March, sold down
to 8414. A bond of such extraordinary strength
as the Atchison general 4g, with $241,629,300 steck
ahead of them, on which dividends of 10% per annum
are paid, yesterday sold at 9614 as against 991}
Oct. 3. And these illustrations might be multiplied
almost indefinitely; and to them might be added still
other bond issues of inferior grade where the decline
within a very short space of time has been 20@30
points, and even more, not any of them in defaul$
of interest payments, and apparently not likely te

default in the near future. y
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The bonds enumerated are all those of leading rail-
road systems, and the railroads have suffered beyond
every other branch of activity in the present great
prostration of trade and business. We may take for
purposes of illustration those two great East-and-
West trunk lines, the New York Central and the
Pennsylvania RR. The Pennsylvania RR. earned
gross in the 10 months ending Oct. 31 1930 of only
$493,858,289 as against $589,640,282 in the same 10
months of 1929, and had net operating revenue for
the 10 months of 1930 of only $127,122,003 as against
$171,703,203 in the same period of 1929. It will be
seen the loss has been $95,781,993 in gross and $44,-
581,200 in net. In like manner the New York
Central has suffered a decrease of $91,427,876 in
gross and of $40,759,678 in net in the first 10 months
of 1930. Here, then, are two big railroad systems
which have had their combined gross earnings cut
down in amount of $187,209,869, and the net earn-
ings from operations in amount of $85,340,878. This
gives an idea of the severity of the depression under
which the railroads are laboring. On many im-
portant roads net income the present year is scarcely
more than 50% of last year, and there are few rail-
roads that have not seen their net income diminished
in amount of 20 to 30%.

But the railroads are not suffering merely by
reason of the business depression, which is common
to the entire business world of the country. They
are suffering from a long period of ill treatment,
and the trade depression comes as the last straw.
Relief, therefore, to this great transportation agency
has become the imperative requirement of the hour,
‘and it was high time that the railroads took steps
for their relief and protection as is now being done.
With the oppression under which they have labored
go long continued and trade depression also making
such heavy inroads in their traffic and revenues,
‘they must inevitably be driven to the wall unless
‘they get that restoration of their rights for which
"they are now so earnestly contending. Their very
existence is at stake, and it is a matter of life and

" death with them. Congress should heed their prayer
“and speedily enact the needed legislation. Unless
this is done, their solvency will become impaired, and
“then they will no longer be able to function in such
‘a way as to promote the country’s growth and devel-
“opment—indeed, will be unable to meet the ordinary
everyday requirements of business. And when that
“point is reached, trade and industry in the United
' States will itself come to a standstill. Accordingly,
we repeat what we said at the outset, that unless
‘the railroads are restored to their rightful place,
now that the predicament in which they find them-
gelves has become so conspicuously apparent through
the great depreciation in the market value of their
bond issues it is idle to hope for any trade revival.
They are not asking for subsidies or any extraneous
aid; they are simply asking that they be allowed
to function in a normal, ordinary way, so they may
be able to earn by their own efforts their means of
subsistence and existence.

In these circumstances it is certainly encouraging
to find that sentiment is growing so strongly in
their favor—that virtually everyone is recognizing
and appreciating the justness of their cause. Presi-
dent Hoover, in his annual message, refers only very
briefly to the needs of the railroads, but what he

" says goes straight to the point, and is full of sig-
nificance and meaning. “In the public interest,”

he says, “we should strengthen the railways, that
they may meet our future needs”” He also believes
in facilitating the work of merger and consolida-
tion, saying: “We have determined upon a national
policy of comsolidation of the railways as a neces-
sity of more stable and more economically operated
transportation. Further legislation is necessary to
facilitate such consolidation.” Former President
Coolidge has also returned to a consideration of the
subject. Diseussing the matter in his daily talk in
the New York “Herald Tribune” on Wednesday, he
delivered himself of the following words so pregnant
with meaning:

“The report that the railroads are to assume a
more aggressive attitude in the assertion of their
rights and the protection of their property is an
encouraging development.

“A generation ago the railroads were found to be
interfering too much in governmental action which
in no way concerned them. They were charged with
being in politics when they should have been only
in transportation. In reforming themselves they
went so far in the opposite direction that their busi-
ness and, therefore, the public welfare, have suffered.

“Railroad representation at Washington has been
able and wise, but under the present policy not
always assertive. The important legislation of 10
years ago came from the initiative of a voluntary
association of savings banks and insurance com-
panies holding railroad securities. If the railroads
can now speak for themselves, it indicates a return
of sane public confidence in transpertation manage-
ment which will benefit the country. Holding one-
twentieth of the national wealth, the railroads can
do more for the welfare of the wage-earner, agricul-
ture, and industry than any other single agency. We
do not want any return of railroad political aetivity,

put we do need such action as will protect their
interests in legislation and regulation.”

Most important of all, perhaps, is the sympathetic
attitude shown by the Inter-State Commerce Com-
mission in its annual report to Congress the present
week. Time was when the Commerce Commission
appeared to think it a public duty to assume an
attitude of antagonism and hostility to the carriers.
But in more recent years it has shown adherence
to broader views, and its decisions and recommenda-
tions are often highly constructive and wholly free
fram bias. In the present instance it comes out
flatly for abandonment of the provision in the
Transportation Act which extends to the Govern-
ment the right of recapture of excess railway operat-
ing income. This is a step obviously in the right
direction. But the Commission does not rest there.
With income so diminutive as at present, the situa-
tion now is that there will not be income enough to
provide for the ordinary operating expenses and
admit of the full functioning of the roads for their
own protection and in the interest of the general
welfare.

The Board is fully alive to these matters, and after
referring to the enormous decline in the gross and
net earnings of the roads, suggest remedial legisla-
tion for their protection against outside competi-
tions much along the lines suggested by the roads
themselves and which we discuss in a separate article
on a subsequent page. It is to be hoped that Con-
gress will give heed to what they say in this respect.
The Commission’s conclusions should certainly
prove a powerful factor in influencing the judgment
of Congress, thereby securing for the railroads the
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consideration of which they stand in such dire
need.

An important announcement has come from the
Treasury Department at Washington with respect
to the rate of interest which the banks will have to
pay hereafter on Government deposits. A circular,
bearing date Nov. 26, states that beginning Dec. 1
the interest required to be paid by depositary banks
upon War Loan accounts, representing the proceeds
of sales of certificates of indebtedness, &e., will be
only 15 % per annum against the previous 2%. The
2% rate had been maintained so long that it had been
regarded as almost a fixture never to be changed.
In the newspapers the action has been generally
looked upon as having some bearing merely upon
the rate of interest which the new certificates of
indebtedness which it has already been announced
will be forthcoming the present month, and not
unlikely it will be a factor in determining such rate.
It may be safely assumed, however, that other rea-
sons and considerations have prompted the reduc-
tion. The principal reason no doubt has been that
in the present extreme ease in the money market, and
especially in the low interest rates prevailing, it is
no longer profitable for the banks to carry such
deposits, at least here in New York, by paying the
Government 2% upon them. These deposits are
often of large amount and are allowed to be retained
by the banks for long periods. In the sale last

September of $334,211,000 certificates of indebted-
ness the Government deposits growing out of the
same reached no less than $272,693,000, and the last
installment of the deposits was not called for pay-
ment until December 3. Such deposits in the past

have always been. considered very desirable by the
banks because (1) the banks are not required to hold
any reserves against the same, giving them a distinct
advantage to that extent over ordinary private de-
posits, and (2) because under normal conditions the
banks can loan the amounts represented by the de-
posits at higher rates than they are obliged to pay
the Government on such deposits. Obviously, if
the banks can negotiate loans at 4% or 5%, while
they aré paying the Government only at the rate of
2%, they stand to make the profit represented by
the difference. With, however, the money market
in such a state of extreme congestion as that which
now prevails, where call loans on the Stock Ex-
change command no more than 2% and on the street
often bear only 1% or 114%, the idea of profit he-
comes illusory, at least here in New York. Outside
of New York, of course, money cannot be obtained
at such abnormally low figures, even in these times,
as on the Stock Exchange and Government deposits
at 29% presumably still leave a profit to the deposi-
tary banks holding them, though necessarily profits
that have waned considerably. Evidently that ig
what induced the change, and with the rate now only
14 % the banks get an additional leeway of 149,
Of course where the banks buy the certificates for
their own account the situation is slightly changed,
but the final result is much the same. Payment is
then made for the certificates with a credit on the
books of the bank, but the deposits representing the
credit now no longer remain commercial deposits
against which the bank is required to keep a reserve,
but become Government deposits against which the
bank need hold no reserves, and in such case the
bank, being the owner of the bonds, gets the rate

of interest named in the certificates. Last Septem-
ber this rate of interest was 234%, and with the
banks required to pay 2% on the deposits the banks
made the difference of 34 of 1%. If this month’s
new certificates should bear only 2% interest, the
114 % rate on Government deposits which the banks
will now be required to pay would still leave a profit
of ¥ of 1%. If, on the other hand, the rate of in-
terest on the new certificates should be only 174 %,
the difference in favor of the bank om the Govern-
ment deposits at 115 % would be 34 of 1%, the same
as in the case of the certificates last September,
when the rate in the certificate was 234% and the
banks had to pay 2% interest on the Government
deposits reprefenting the certificates purchased.
We will be safe, however, in assuming that the Secre-
tary reduced the deposit rate, not for the purpose of
jockeying in the interest rate in the certificate, but
because interest rates generally now are so much
lower.

Brokers’ loans the present week, in the return of
the Federal Reserve Bank of New York show a fur-
ther decrease, though the decrease is comparatively
small, namely, $11,000,000, but it follows consecutive
decreases in the nine weeks preceding aggregating
$1,100,000,000. With the further deerease of §11,
000,000, the record is one of uninterrupted declines
for 10 consecutive weeks, and footing up ne less than
$1,111,000,000. Notwithstanding the $11,000,000 de.
crease, the loans for own account by the reporting
member banks at New York are a little larger this
week, standing at $1,296,000,000 Dee. 3 against
$1,288,000,000 Nov. 26. On the other hand, loans
for account of out-of-town banks have been further
reduced from $380,000,000 to $373,000,000, and loans
“for account of others” from $455,000,000 to $442,-
000,000. The grand total of the loans in the three
categories combined is now down teo $2,111,000,000
as against $3,392,000,000 12 months ago, en Dec. 4
1929, and comparing with $6,804,000,006 the maxi-
mum reached on Oct. 2 1929, just before the stock
market collapse at that time.

Notwithstanding the large and continuous reduc-
tion in brokers’ loans, borrowing by the member
banks at the Federal Reserve Banks is increasing,
and the total of Reserve credit outstanding is also
rising. The discount holdings of the 12 Reserve in-
stitutions for the present week are up to $250,927,000
against $233,852,000 last week and $205,037,000 the
previous week. This week, too, the acceptance hold-
ings of the Reserve Banks show a very substantial
increase, where last week and the previous week they
had shown reductions. The amount of such accept-
ances now held is $218,937,000 against $176,106,000
last week and $178,273,000 the week before, but com-
paring with $207,342,000 on Nov. 12.. Holdings of
United States Government securities also show an
increase this week, standing at $602,192,000 Dec. 3,
against $595,634,000 on Nov. 26. As a result of these
changes the grand aggregate of the bill and securi-
ties holdings is now up to $1,078,414,000 against
$1,011,940,000 last week and $985,380,000 the week
before, showing an increase for the two weeks in-
amount of $93,034,000. Federal Reserve notes in
circulation have been rising in each and every week
since Oct. 29. The amount now is $1,450,898,000
against $1,421,868,000 last week ; $1,383,604,000 two
weeks ago, and $1,354,881,000 on Oct. 29. Gold hold-
ings are a little lower at $3,007,491,000 as against

itized for FRASER
b://fraser.stlouisfed.org/




3576 FINANCIAL

CHRONICLE [ Vor. 131.

$3,024,970,000 last week and §3,040,982,000 on
Nov. 19.

Commercial failures in the United States in No-
vember, according to the records of R. G. Dun & Co.,
numbered 2,031, involving an indebtedness of $55,-
260,730. These figures continue on the high level
of practically every month during the year. In No-
vember a year ago there were 1,796 similar defaults,
with liabilities of $52,045,863. For the 11 months of
1930, 23,830 mercantile failures for $584,600,481 of
1ndebtedness, have been reported, against 20,872 in
the corresponding period of the preceding year owing
$415,785,082. The increase in the number for this
year to date has been 14.29%, and in the liabilities
40.6%. The number for this year is now in excess
of the 23,676 insolvencies in the United States re-
ported for the full year 1922, which up to 1930 was
the previous high record. The liabilities for 1930
will be close to, if they do not exceed, the high record
heretofere shown.

November figures this year are well up with the
high totals of the earlier months of 1930.

Both as to the number of failures and the liabili-
ties, trading defaults in November show a large in-
crease over those of a year ago. For manufacturing
lines, liabilities were considerably heavier this year,
but the number was less than last year, while for the
brokerage class, both the number and amount were
smaller than they were in November 1929, although
the liabilities for the last-mentioned division for the
month just closed were very heavy. The Wall Street
collapse culminated at this time a year ago, and was
reflected in the heavier figures shown for the manu-
facturing division; also for the larger totals re-
ported in the brokerage class. For the trading
division, however, the increase was postponed to a
later period. Trading defaults for November this
year numbered 1,447, with liabilities of $21,217,042;
manufacturing, 448, involving $19,437,989, and for
the brokerage section there were 136 in number,
owing $14,605,699. In the corresponding month of
1929, 1,166 trading failures were reported for $16,-
122,076 ; 481 manufacturing defaults, involving $14,-
179,628, and 149 in the brokerage division for $21,-
744,159. Thirteen of the 14 larger divisions into
which the trading section is separated show an in-
crease this year. These 14 separate trading classifi-
cations constitute nearly 80% of the total of all
trading insolvencies. The large clothing division
leads all the other classes in the increase shown.
Following this may be included general stores; deal-
ers in dry goods; shoes; furniture, and drugs. There
is also some increase in the hardware line; for deal-
ers in jewelry and in books and stationary. Quite
a large increase is shown for hotels and restaurants.
On the other hand, the very large grocery class again
reports a decrease for last month, as it has for a
year or more past.

In the manufacturing division, where the number,
as noted above, shows a decline, the increases this
year are confined mainly to six of the 14 separate

_ classifications, and the additions are not large. The
heavy lumber manufacturing section leads the
others; increases also appear for manufacturers of
furs, hats and gloves; leather goods, including shoes;
earthenware and bricks, and for the printing trades.
For the iron manufacturing class; for machinery
and tools; clothing, and milling and bakeries, some
reductions are shown. Several large failures in the
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lumber manufacturing division and for machinery
and tools added materially to the liabilities for those
two classes.

There were quite a number of the larger defaults
last month—that is, failures where the liabilities
in each case were $100,000 or more. The number
was 79, with a total of mdebtedncss of $32,819,271.
The larger defaults have been conspicuously heavy
practically all of this year. They have been quite
numerous in all three classes, including manufac-
turing, trading and in brokerage lines, and for the
last two months show considerable additions in the
manufacturing division and the brokerage class.
Several of the largest defaults last month in the
manufacturing section occurred in New York and
New Jersey; in Ohio, Illinois, and Missouri, and
in some of the Southern Central States, while for
the brokerage class there were several that were ex-
ceptionally heavy in New York; also in Arkansas
and one in Tennessee, the latter directly connected
with the recent disturbed financial situation that
developed in the Middle South,

The stock market this week has been a humdrum
sort of affair, with transactions small and trad-
ing steadily growing lighter, and with the course of
prices irregular, but inclined to sag most of the time.
On Saturday last selling pressure was not very much
in evidence, and, accordingly, some slight improve-
ment in prices resulted after the weakness on Fri-
day. On Monday and Tuesday the tone continued
good, with prices again moderately higher for most
of the share properties, though by no means all, and
with changes in prices in the great majority of
instances relatively small. On Wednesday, Thurs-
day, and Friday, however, the market was once more
reactionary, and the general tendency of prices was
slightly lower. There seemed to be an utter lack of
supporting orders anywhere in the market and rela-
tively small selling suffices to bring substantial
downward reactions, besides which there has been a
complete absence of favorable developments, conse-
quently removing all inducement to put in buying
orders. Trade and business have continued de-
pressed, and the iron and steel industry in particular
has lacked signs of improvement, with mill opera-
tions recording further contraction instead of better-
ment of operations. ;

The railroads have been a weak feature all through
the week. The most depressing circumstance of all,
however, has been the great further decline in the
bond market, almost to the point of collapse. The
course and reason for this is a complete mystery,
The President’s annual message as well as the bud-
get message have been favorably received, but have
been without effect upon the market. The call loan
rate on the Stock Exchange has again remained
entirely unaltered at 2%.

Trading has continued light. At the half-day ses-
sion on Saturday the sales aggregated 697,160
shares; on Monday they were 1,107,507 shares; on
Tuesday, 1,579,620 shares; on Wednesday, 1,217,460
shares; on Thursday, 1,591,020 shares, and on Fri-
day, 1,589,265 shares. On the New York Curb Ex-
change the sales last Saturday were 240,200 shares;
on Monday, 395,800 shares; on Tuesday, 453,800
shares ; on Wednesday, 406,300 shares; on Thursday,
475,200 shares, and on Friday, 509,900 shares.

As compared with Friday of last week, prices are
irregularly changed. General Electric closed yes-
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terday at 48 against 4734 on Friday of last week;
Warner Bros. Pictures at 1734 against 17; Elec.
Power & Light at 4314 against 4214; United Corp.
at 1814 against 181/ ; Brooklyn Union Gas at 105
against 106 ; American Water Works at 60145 against
633/ ; North American at 6834 ex-div. against 6975 ;
Pacific Gas & Elec. at 4734 against 483/ ; Standard
Gas & Elec. at 6714 against 67; Consolidated Gas of
N. Y. at 8654 against 8614 ; Columbia Gas & Elec.
at 36 against 3534 ; International Harvester at 5814
against 5934 ; J. I. Case Threshing Machine at 105
against 10814 ; Sears, Roebuck & Co. at 53 against
541/ ; Montgomery Ward & Co. at 211/ against 2234
Woolworth at 609 against 5914 ; Safeway Stores at
4754 against 491%; Western Union Telegraph at
13534 against 143; American Tel. & Tel. at 18614
against 18694 ; Int. Tel. & Tel. at 2673 against 271/ ;
American 'Can at 11534 against 1143/ ; United States
Industrial Alcohol at 63 against 661%; Commercial
Solvents at 1714 against 1714; Shattuck & Co. at
2574 against 2534; Corn Products at 7814 against
773, and Columbia Graphophone at 101%
against 1034.

Allied Chemical & Dye closed yesterday at 203
against 19684 on Friday of last week; E. I. du Pont
de Nemours at 8894 against 767 ; National Cash
Register at 81 against 31; International Nickel at
1835 against 18; Timken Roller Bearing at 4515
against 45; Mack Trucks at 4234 against 4414 ; Yel-
low Truck & Coach at 1054 against 11; Johns-Man-
ville at 6634 against 66; Gillette Safety Razor at
3134 against 321/ ; National Dairy Products at 427
against 427 ; National Bellas Hess at 4 against 454 ;
Associated Dry Goods at 26 against 2714; Texas
Gulf Sulphur at 5114 against 53; American Foreign

Power at 37 against 3734 ; General American Tank
Car at 67 against 6694 ; Air Reduction at 103 against
10014 ; United Gas Improvement at 2773 against
2734, and Columbian Carbon at 8873 against 9014.
The steel shares have followed the course of the

general market. U. S. Steel closed yesterday at
1433/ against 14414 on Friday of last week; Beth-
lehem Steel at 6134 against 6034 ; Vanadium at 5314
against 5155, and Republic Iron & Steel at 1754
against 1714. The motor stocks have shown resist-
ance to the downward movement. General Motors
closed yesterday at 3514 against 3435 on Friday of
last week; Chrysler at 1714 against 17%45; Nash
Motors at 2814 against 271%4; Auburn Auto at 86
against 77; Packard Motor Car at 914 against 914
Hudson Motor Car at 2334 against 23%4, and Hupp
Motors at 8% against 9. The rubber stocks are very
little changed. Goodyear Rubber & Tire closed yes-
terday at 4814 against 4834 on Friday of last week;
B. F. Goodrich & Co. at 1914 against 2114 ; United
States Rubber at 1434 against 1414, and the pre-
ferred at 26 against 27.

The railroad list has again had many weak spots.
Pennsylvania RR. closed yesterday at 5934 against
5974 on Friday of last week; Erie RR. at 28 against
281%; New York Central at 126 against 12714 ; Balti-
more & Ohio at 72V, against T11%5; New Haven at
8114 against 8214 ; Union Pacific at 183 against
18614 ; Southern Pacific at 100 against 99 ; Missouri-
Kansas-Texas at 207 ex-div. against 201/ ; St. Louis-
San Francisco at 551 against 64 ; Southern Railway
at 6134 against 6214 ; Rock Island at 59 ex-div.
against 62; Chesapeake & Ohio at 42 against 421/ ;
Northern Pacific at 5273 against 521%, and Great
Northern at 635 against 62,
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The oil shares have resisted selling pressure.
Standard Oil of N. J. closed yesterday at 5314
against 5234 on Friday of last week; Standard Oil
of Calif. at 4954 against 487 ; Simms Petroleum at
7 against 814 ; Skelly Oil at 1314 against 13153 At-
lantic Refining at 21 against 211/ ; Texas Corp. at
3634 ex-div. against 3814 ; Pan American B at 43
against 42 bid; Richfield Oil at 7% against 635;
Phillips Petroleum at 177 against 18; Standard Oil
of N. Y. at 2514 against 25, and Pure Oil at 1034
against 11.

The copper stocks have held up fairly well. Ana-
conda Copper closed yesterday at 3514 against 3514
on Friday of last week; Kennecott Copper at 2714
ex-div. against 267 ; Calumet & Hecla at 975 against
10; Calumet & Arizona at 39 against 35; Granby
Consolidated Copper at 1714 against 17; American
Smelting & Refining at 5073 against 501/, and U. 8.
Smelting & Refining at 239 against 2315,

Stock exchanges in the important European finan-
cial centers followed an irregular course this week,
with the main trend toward slightly higher levels.
Most of the sessions at London, Paris and Berlin
were favorable, notwithstanding gravely disconcert-
ing developments in all these markets. The business
situation in every case remains substantially un-
changed, with improvement hoped for after the turn
of the year. Preparations are under way, in the
meantime, for dealing with the unemployment prob-
lem during the coming winter. The House of Com-
mons in London, as one step toward meeting this
problem, adopted a resolution Monday which in-
creases from £60,000,000 to £70,000,000 the limit of
Treasury advances to the unemployment fund. In
the German budget presented this week by Finance
Minister Dietrich, added provision of a similar char-
acter was made, although the German system is in-
tended to be self-supporting. Food riots occurred
this week in important centers of Germany and
Italy. Added to these matters of general concern
were several developments that caused uneasiness
in the markets particularly affected. Great Britain
faced the possibility of widespread strikes in the
coal mines and among the railworkers. In Germany
the new Reichstag assembled Wednesday and began
consideration of the Bruening program of financial
reforms. Some nervousness was occasioned in
France by a Parliamentary inquiry into the affairs
of Albert Oustric, whose stock market operations
were alleged to have caused the recent suspensions
of provincial banks. That the nervousness was well
grounded was made apparent by the fall of the Tar-
dieu Ministry Thursday, after a debate on the ques-
tion in the Senate. Efforts are being continued in
Ttaly to bring the general wage scale down and thus
establish a new proportion in the nation’s economy.
To the recent reduction of 129 in the wages of
Government employees were added this week cuts
of 89 to 10% in Italian industry.

Dealings on the London Stock Exchange were
started in a fairly confident manner Monday, and
the list as a whole moved forward. Improvement in
British funds gave the market tone, these issues be-
ing active on a demand occasioned by reinvestment
of the half-yearly war loan interest. International
stocks advanced on improved week-end advices from
New York, while slightly higher prices also were
recorded for British industrials, oil stocks and metal
shares. The gains were maintained Tuesday, with
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oil issues prominent. Indications of stiffening
prices in important commodities caused some buy-
ing in rubber issues and metal stocks, and the inter-
national issues also were firm on continued cheerful
reports from New York. British funds were easier,
owing to the adverse tendency of exchange rates.
Wednesday’s session at London was quiet, with early
irregularity turning into easiness as the dealings
progressed. British funds again were hesitant and
most issues lost a little ground. International
stocks made a good start, but here also recessions
developed. Rubber shares moved upward, however,
on expectations of a rise in the price of the com-
modity. Dealings Thursday were again on a small
scale, and prices did not vary greatly. British funds
moved up a little toward the close, but the inter-
national stocks were irregular. British industrials
and home rails were generally well supported, with
optimism increasing late in the day when it ap-
peared that the strike in the Scottish coal mines
would not spread throughout the industry. The
London market was sluggish yesterday, with British
Funds slightly lower.

Prices on the Paris Bourse moved upward sharply
as trading started Monday, owing to arrangements
by groups of Exchange and Curb brokers for easing
the month-end settlements. Money was plentiful
and short sellers had difficulty in covering their
commitments, buying from this source being the
main factor in the upswing, according to reports.
The gains were not fully maintained, as some liqui-
dation again appeared toward the close. The up-
ward trend on the Bourse was resumed Tuesday,
and the gains of the previous session were increased.
A slow but steady improvement took place, as fur-
ther bank or brokerage difficulties were considered
improbable. The market began to reflect some
nervousness regarding the political situation Wed-
nesday, and buyers were more hesitant. Activity
moderated and prices turned irregular, but most
issues finished at substantially unchanged levels.
Thursday’s session was also quiet, with apprehen-
sions in evidence of a possible fall of the Government
in the Senate test. After a day of minor movements,
stocks closed at virtually the same levels of the prev-
ious day. The fall of the Tardieu Government oc-
curred after the close and did not affect the session.
The session yesterday was unsettled by the Cabinet
crisis, and most issues dropped.

The Berlin Boerse was firm at the opening Mon-
day, and the tendency toward improvement was
maintained most of the day. The firmer tendency
in New York was a favorable influence and prices
advanced throughout the list. Reichsbank shares
and the potash issues showed the greatest gains.
Some irregularity appeared in Tuesday’s session, ow-
ing mainly to the immence of the Reichstag session.
After a further confident opening, prices moved off
in most sections of the list. Net gains were again
reported, however, in Reichsbank and mining stocks.
Confidence in financial circles that the Bruening
Cabinet would succeed in its program of financial
reforms caused firmness in the dealings Wednes-
day. Advances were again substantial in Reichs-
bank shares and the potash stocks, while some of
the shipping issues also joined in the movement
Dealings became quieter toward the close but the
firm tone was retained. Trading dropped to small
proportions Thursday, and the market showed some
irregularity. Reichsbank and potash stocks reacted,

but the market otherwise was confident and numer-
ous small gains were registered. The news from
London that British miners had voted against ex-
tension of the coal strike caused a slight reaction
toward the close. Irregular movements resulted

at Berlin yesterday from the various disturbing
political developments.

Relations of the United States with foreign coun-
tries were discussed in a general sense by President
Hoover in the course of his message to the Congress
Tuesday. Other than a remark that such relations
remain on a “high basis of cordiality and good-will,”
the most important pronouncement was confirma-
tory of the President’s declaration of last week to
the effect that the protocol for American adherence
to the World Court will be submitted to the present
session of Congress. The protocol covering the
statutes of the World Court, which have been re-
vised to accord with the sense of previous Senate
reservations, will be placed before the present Con-
gress in a special message, Mr. Hoover said. He
also indicated that a number of treaties of arbitra-
tion and conciliation negotiated during the past year
will also be presented for the approval of the Senate.
Touching briefly on recent world developments, the
President remarked that there has been “extended
political unrest in the world.” Asia continues its

-disturbed condition, and revolutions have taken

place in Brazil, Argentina, Peru, and Bolivia, he
remarked. A commission formed to investigate con-
ditions in Haiti and report upon the future policy
of the United States in that country submitted a
report which “proved of high value in securing the
acceptance of these policies,” Mr. Hoover pointed
out. Gradual withdrawal of official American ac-
tivities has begun, with a view to complete retire-
ment at the expiration of the present treaty
in 1935.

An important statement on American foreign
policy was also made this week by Secretary of
State Stimson, who dealt Monday with the numer-
ous recent reports regarding possible implementa-
tion of the Kellogg-Briand treaty and with a variety
of statements suggesting more active participation
by the United States Government in European con-
cerns. Mr. Stimson denied specifically that any
agreement is contemplated whereunder France and
the United States would refuse loans to countries
intending to spend large sums on armaments, No
reports were received, he said, regarding conversa-
tions between Premier Tardieu of France and George
L. Harrison, Governor of the Federal Reserve Bank
of New York. Mr. Stimson added that he had held
no conversations with bankers or other persons with
respect to a rumored loan to Italy. Finally, thel
Secretary denied that United States Ambassador
Gibson, in the course of the Geneva disarmament
negotiations, had committed the United States in
any way on the question of revision of the peace
treaties. “That would be a blunder which Mr. Gib-
son is incapable of making,” Mr. Stimson said. A
cabled report from Mr. Gibson was quoted to show
that the head of the American delegation at Genevy
had pointed out painstakingly that implications of
that nature were not to be drawn from his voting on
questions relating to the maintenance of existing
armaments. A further denial was made by Secre.
tary Stimson Tuesday of press reports that the
United States and Great Britain had settled theip
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differences on questions relating to the freedom of
the seas.

Elaboration of a draft treaty of arms limitation
and reduction was completed this week by the Pre-
paratory Disarmament Commission of the League
of Nations, and further progress in this matter
under League auspices is now dependent upon a
general conference which the League Council is to
call at some indefinite time in the future. Settle-
ment of the naval limitation question at London
early this year made possible the formulation of the
draft treaty, since the naval question had proved the
stumbling block at previous meetings of the Prepara-
tory Commission. In the session of the Commission
which is now reported about to close, methods of
limitation were considered in their broadest aspect.
The delegates of the 31 countries assembled at
Geneva voted successively for limitation of land,
sea, and air armaments by means of budgetary con-
trol. The United States delegation, almost alone,
upheld the principle of specific limitation of the
number of effectives, cannon, rifles, and other
weapons. A compromise proposal, also offered by
Ambassador Hugh 8. Gibson as head of the United
States delegation, called for full publicity on arma-
ments, but the Commission rejected the plan. Dur-
ing its deliberations of the current week, the Com-
migsion considered some minor technical points
which do not alter the general intent of its findings.
Most of the genuinely controversial questions, it
should be noted, are left for the consideration of
the proposed general conference. The United States,
‘Washington reports indicate, will in all likelihood
participate in the general conference, although some
reservations will probably be made covering items
in which the United States cannot participate.

The question of greatest immediate interest dur-
ing this week’s sessions of the conference was again
that of the date of the proposed general conference,
Count von Bernstorff, head of the German delega-
tion, has made vigorous demands from time to time
for the actual fixing of an early date for the general
assemblage, and he has usually been supported in
this demand by the Russian and Turkish representa-
tives. Indications that the Preparatory Commis-
sion would again fail to name a date produced em-
phatic repercussions in Germany late last week.
Dr. Wilhelm Groener, Defense Minister of the
Reich, declared that the “intolerable disproportion
of armaments in Burope must be terminated.”
Fagcist and Nationalist leaders in Germany de-
manded that the Reich delegation to the Preparatory
Conference be withdrawn, and a resolution to the
same effect was adopted later on by the Reichstag
Committee on Foreign Relations. In consequence,
Count von Bernstorff again made a determined
effort this week to have the Commission name a date
and he suggested Nov. 5 1931 as a suitable time.
This proposal caused a sharp clash Tuesday between
the German spokesman and Viscount Cecil of Chel-
wood, chief British delegate. Count von Bernstorff
pointed out that the Assembly of the League in 1926
requested the Commission to set a date for the
assembling of the general conference, while public
opinion now demanded action of this sort. TLord
Cecil replied that the last Assembly was the one
from which the Commission should now take its
orders, and that it had avoided giving such instruc-

previously. “It would be presumptuous and even
rash for us to instruct the Council what to do,” he
said. A compromise amendment was offered by
the British delegation suggesting that the Council
set an early date, and this resolution was adopted.
The opinion seemed to prevail among the delegates,
according to Geneva dispatches, that the Council
will be likely to call the proposed general conference
in 1932.

Threats of widespread strikes among coal miners
and railworkers overshadowed political develop-
ments in Great Britain this week. A mnational
stoppage in British coal fields appeared imminent
early in the week, in connection with the coming
into force of a new Parliamentary measure provid-
ing for a Tl4-hour day in this industry. The meas-
ure represented a compromise, arranged by the
Labor Government mediators, of the demands of the
miners for a seven-hour day and the eight-hour sched-
ule upheld by the owners. The owners refused to
accept the Tl4-hour compromise, unless they were
able to spread the working hours over the week in
accordance with mining requirements, and the
“spread-over” question was left for subsequent ad-
justment. The miners’ headquarters advised the
local unions to make temporary arrangements on
this matter with the owners pending further con-
sideration, and in most areas such adjustments were
actually effected. In Scotland, however, the deter-
mination was reached to strike for strict observance
of the Tl4-hour day on a straight daily basis, and
92,000 Scottish miners accordingly went out last
Sunday. This involved the delicate question of sup-
port of the striking miners by those in all other pit
areas in Great Britain. Every effort was made by
Prime Minister MacDonald and members of his
Cabinet to avert a spread of the dispute, and these
efforts were successful. At a meeting of miners’
union delegates Thursday a proposal for a general
strike in the industry was defeated by representa-
tives of 230,000 miners, as against representatives
of 209,000 miners. Arrangements whereunder the
striking miners will return to work Monday were
completed yesterday.

A strike on British railways is a possibility,
owing to company proposals for wage reductions,
which are opposed by the workers. The railways
wish to accomplish necessary reductions in expendi-
tures by lowering the cost-of-living allowance initi-
ated in the war days. Average reductions of $2.50
a week are entailed for the workers in this plan, and
emphatic objections have been raised by the unions.
The latter have submitted counter proposals for
reductions based on the financial returns of the
railways and the sums available for dividends. It
was agreed early this week to place the matters
before arbitration boards, and there is now every
assurance that there will be no railway strike, at
least before Christmas.

The Round Table Conference on India, which met
at London, Nov. 12, proceeded, in the meantime, with
its task of formulating a Federal Constitution on
which all Indian delegates can agree and which is
to serve as the basis for a proposed Act of Parlia-
ment. The entire delegation of British Government
representatives, and all delegates from the indepen-
dent States and from British India are now included
in the committee designated to formulate the Con-

tions as those laid down by its predecessor four years i stitution. Discussions on this matter are private
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and no important developments have been reported
as yet. There was, however, an important repercus-
sion this week of the recent Imperial Conference,
which adjourned without taking action on the eco-
nomic problems that were of chief interest. In the
course of a debate in the House of Commons last
week, J. H. Thomas, Secretary for the Dominions,
dealt rather harshly with the proposal of R. B. Ben-
nett, Prime Minister of Canada, for Inter-Imperial
tariff preferences. ‘“There never was such humbug,”
Mr. Thomas said. Mr. Bennett, who was still in
London, issued a statement Monday in which he
took the Labor Government sharply to task for
allowing Mr. Thomas’s statement to stand without
denunciation. “The failure of the Government to
denounce the comment must be construed as an in-
dorsement of the views expressed by one of the Min-
isters,” Mr. Bennett said. “This statement was a
condemnation in terms unusual as they are injuri-
ous of a proposal made by myself on behalf of the
Government of Canada, and which we believe con-
tains the best solution of the urgent problem of
closer Empire economic association.” After review-
ing the course of the Tmperial Conference negotia-
tions, Mr. Bennett remarked that if the statement
by Mr. Thomas indicates what is to be the attitude
of the United Kingdom at the forthcoming Ottawa
conference, “then I have little hope that any agree-
ment which Canada may reach with the other over-
seas Dominions will include the United Kingdom.”

Premier Andre Tardieu of France and his coali-
tion Cabinet of Right and Center parties fell before
the increasing opposition of the powerful Left groups

late Thursday, after a protracted and bitter debate
in the French Senate. In the course of the past year
M. Tardieu narrowly escaped defeat on several occa-
sions, as the allegiance of some of the parties
grouped under his Premiership has been precarious.
Antagonism to his regime increased lately, owing
partly to the success in the German national elec-
‘ions of Fascists and others who declared openly
for revision of the Versailles tredty. This develop-
ment caused bitter criticism in France of the con-
ciliatory policy pursued by Foreign Minister Aris-
tide Briand, and on the reconvocation of Parliament
a sharp debate instantly began on this matter.
Although the Cabinet was sustained on the question
of foreign policy, opposition increased and became
more bitter after the series of recent bank failures.
One of M. Tardieu’s ministers, M. Raoul Peret, who
held the portfolio of Justice, was forced to resign
when it was shown that he had once acted as legal
adviser to Albert Oustric, whose operations are said
to have caused the bank suspensions. A Parliamen-
tary investigation of the bank failures was started
and the questioning resulted last week in the resig-
nations of two Under-Secretaries in the Cabinet.
These resignations were due to the fact that the two
officials were clients of the Oustric institutions and
they felt obliged to be free from Parliamentary re-
strictions in order to testify before the investigating
committee. A debate in the Chamber of Deputies
followed on the financial questions involved, and M.
Tardieu was upheld by a margin of only 14 votes
when he asked for a vote of confidence.

That the Senate debate, scheduled to follow, might
result in his fall was quickly recognized, as the
Tardieu regime was upheld in the Upper Chamber
by a margin of only five votes in that body last

July. The attack was led by Senator Rene Hery,
who interpellated the Government on its general
policy. M. Hery was joined in his criticisms by
his associates of the Left parties, who accused M.
Tardieu of having neglected the country’s interests
in a period of world depression. They complained
that nothing had been done about the cost of living,
that the Oustric affair had been allowed to develop
without Government intervention, that some mem-
bers of the Cabinet were known as Clericals, and,
finally, that M. Tardieu was not in full accord with
his Foreign Minister, M. Briand. M. Tardieu, in
reply, emphasized the financial and economic
security of France and the comparatively slight
effects of the depression. Treating of the Oustric
bank suspensions, he said the financial history of
every country has been replete with similar inci-
dents of late. He was in full accord with M. Briand,
he said. The voting, however, went against the Pre-
mier when the question of confidence was posed.
The Senate vote was 147 to 139, and the resigna-
tions of the entire Cabinet were presented to Presi-
dent Gaston Doumergue an hour later, Tt was the
first time in four years that an adverse Senate vote
caused the downfall of a Cabinet in France, and
only the fourth time in the half century of the Third
French Republic that a similar incident has
occurred,

President Doumergue began yesterday the usual
series of conferences with Parliamentary leaders in
the attempt to select a Premier who will prove
acceptable to the Chamber of Deputies and the Sen-
ate. The task is a difficult one, since the grouping
of Right and Left parties in both houses is close.
Another coalition Cabinet is, of course, inevitable.
Among the prominent Parliamentarians mentioned
as possible successors to Premier Tardieu are Ray-
mond Poincare, former President and Premier;
Henri Cheron, Minister of Justice in the Tardien
Cabinet, and Aristide Briand, Foreign Minister.
It is also considered possible that M., Tardieu will
again succeed himself. A considerable period will
probably elapse before the Cabinet crisis is finally
resolved and a new Government firmly established.
M. Tardien first became Premier of France on Oct 31
1929, when he succeeded M. Poincare after the lat-
ter’s resignation on account of illness. He continueq
n office until Feb. 17 1930, being overthrown in
the Chamber of Deputies by a narrow margin on a
minor question of budgetary procedure. A period
of confusion followed, during which Camille Chau-
temps formed a Cabinet that was immediately de-
feated, and M. Tardieu late in February again was
asked by President Doumergue to form a Cabinet.
The Government that has now been defeated was
organized at that time.

Efforts to achieve much needed financial reforms
by the German Government were resumed this week
by Chancellor Heinrich Bruening, in connection
with the reconvening of the Berlin Parliament on
Dec. 3. The reforms call for a sharp scaling down
of the national expenditures, and they are opposed
by important parties in the Reichstag. Particu-
larly bitter opposition has been voiced by the
Fascist and Communist groups, which made the
greatest gains in the elections of Sept. 14. When
the question was discussed in the short session of
the Reichstag in October, the Socialists, who con-
stitute the largest single group, indicated that they
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would reserve their decision until the text of the
covering bills was available. The support of the
Socialists was extended, in the meantime, to the
Bruening Cabinet of Center parties, which accord-
ingly weathered the attacks made upon it by the
extremist groups. With the life of his Cabinet and
the fate of the reform measures dependent upon the
attitude of the Socialist group, Chancellor Brue-
ning began his campaign this week with a step ap-
parently designed to smooth the way for acceptance
of his program by the 143 Socialist Deputies. In a
conference with President von Hindenburg on
Dec. 1, Chancellor Bruening urged the enactment
of 25 measures by decree under authority of Article
48 of the Weimar Constitution. This method of
putting the national finances in order is necessary,
the Chancellor is said to have pointed out, since
the Reichstag could not possibly be counted upon
to pass so many bills into law before the Christmas
recess. Acting accordingly, President von Hinden-
burg promptly decreed the sweeping measures for
“safeguarding industry and the public finances.”
The bills enacted by decree include all but three
of the measures advocated by the Chancellor. The
three missing items involve Constitutional changes
limiting the rights of the Federal States, and a
two-thirds majority of the Reichstag would be neces-
sary for this purpose.

An outline of the financial reform measures was
promptly placed before the new Reichstag on Dec. 3
by Finance Minister Hermann Dietrich. This out-
line was presented in connection with submission
of the proposed budget, which was not enacted by
decree and accordingly requires debate in the
Reichstag. The measures enacted by decree also
require confirmatory action by the Reichstag, but
the legislative body must either accept or reject
them as they stand. When the Deputies assembled
there was placed before each of them an 86-page
booklet containing the texts of the 25 laws enacted.
Finance Minister Dietrich, in urging acceptance of
the program, stated that Germany must resolve her-
self to a life of Spartan simplicity for the next three
years so that she can climb out of debt. Taxes have
been raised to the very limit, he said, and the most
rigid economy is necessary. He was quoted in an
Associated Press dispatch from Berlin as urging the
slashing of Governmental salaries, the cutting of
administrative appropriations and the reorganiza-
tion of unwieldy governmental agencies on a more
efficient basis. The program of economy, he added,
must extend not only through the National Govern-
ment, but also to every State and commune. Regret
was expressed by the Minister at the necessity for
resort to emergency decrees, but he held this expedi-
ent needful under present conditions. He warned
the Reichstag that its authority may decline if it
remains a body in which large groups merely say
«No” and decline to take any responsibility.

In presenting the budget, Finance Minister Diet-
rich pointed out that he was introducing it much
earlier than usual this year in order to relieve the
country of uncertainty. Expenditures provided for
in the ordinary budget, he said, have been reduced
by 1,152,000,000 marks, and in the extraordinary
budget by 272,000,000 marks. Reductions also were
effected in the appropriations turned over to the
Tederal States, while unemployment insurance was
placed on a self-supporting basis. The draft budget
presented for 1931 balances at about 10,000,000,000

marks. The expenditures fall into four main divi-
sions, with reparations payments and other war
obligations amounting to almost 4,000,000,000
marks. Approximately 1,000,000,000 marks is
needed for service of other Reich debt. A further
3,000,000,000 marks is ear-marked for the Federal
States, while the balance of somewhat over 2,000,
000,000 marks will cover requirements of the Cen-
tral Government. “When the Government’s finan-
cial and economic plan was made public, it indi-
cated our determination to set the German house
in order so that we might remain deserving of credit
abroad despite disturbances at home,” Dr. Dietrich
said. “Approval of this budget will mean that our
credit will be permanently established. The Reich
faces no acute danger.” Germany’s greatest handi-
cap, the Minister said, must be looked for in the
lethargy affecting domestic markets, but he thought
stable conditions and the ability of industry to avail
itself of the current low prices of raw materials with
the aid of freshly created capital would speedily
restore confidence.

A protest against the treatment of the German
minority in Upper Silesia during the recent Polish
national elections was made by the Berlin Govern-
ment to the League of Nations last Saturday. In
a note to Sir Eric Drummond, Secretary-General of
the League, the demand was made that the question
be placed on the agenda of the January Council
meeting. Specifically, the note charged that ter-
roristic methods had been employed to deprive the
German populace in Polish Silesia of voting rights,
and 10 cases of outrages were cited in detail. The
Reich Government alleged that Polish officials
prevented German-speaking residents from voting
in two ways, first, by discrediting of German voters
on the ground that they did not possess Polish. citi-
zenship papers, and second, through the propaganda
of the Pilsudski adherents in favor of casting all
votes in public. Members of a militant Polish group
were said to have been posted in the polling booths
and to have noted every individual who voted in
secret as an enemy of the existing regime. The acts
of violence cited were not excesses common to elec-
tion campaigns the world over, it was held, since in
Upper Silesia they were directed solely against the
German population. Such acts, accordingly, ceased
to be a matter of internal politics alone and became-
fit questions for settlement by the League Council,
the note maintained. This question of Polish treat-
ment of German minority populations has agitated
League Council sessions on many occasions in the
past. Acrid exchanges took place in several sessions
betwen the late Dr. Gustav Stresemann, Foreign
Minister of the Reich, and August Zaleski, Foreign
Minister of Poland.

A new Cabinet was formed in Austria Wednes-
day by Otto Ender, a Christian Socialist of mod-
erate views, after three weeks of difficult negotia-
tions with the Peasant and Pan-German party lead-
ers. The coalition represented by Chancellor Ender
forms what is known as the Schober bloc, and former
Chancellor Schober will serve in the Cabinet as Vice-
Chancellor and Foreign Minister. The short-lived
Vaugoin Cabinet, which recently resigned, was rep-
resentative of Fascist groups in the Austrian Parlia-
ment, and a regrouping was necessitated by the
recent national elections in which the Fascist or

hitized for FRASER
ase aLli




3582 FINANCIAL

CHRONICLE [Vor. 131.

Heimwehr faction was less successful than it had
expected. Dr. Vaugoin, however, will also be in the
new Cabinet, where he will hold the portfolio of
the War Department. President Miklas accepted
the resignations of the Vaugoin minority govern-
ment last Saturday and promptly asked Dr. Ender
to form a new regime. With the exception of Dr.
Vaugoin, the Cabinet now selected is composed of
membem of moderate views, and its appointment is
believed to signify the end of Fascist experiments
in Austria. The new Cabinet will be composed as
follows:

Chancellor—Dr. Otto Ender.
Vice-Chancellor and Foreign Minister—Dr. Jo hann Schober.
Minister of the Interior—Franz Winkler,
Minister of Justice—Dr. Hans Schuerff.
Minister of Finance—Dr. Otto Juch.
Minister of Agriculture—Andreas Thaler.
Minister of Trade and C mnmgr(e—l dward Heinl.
" Minister of War—X arl Vaugoin.
Minister of Education—Dr. I mmerich Czermak.
Minister of Social Weifare—Dr, Joseph Resch.

Added note was taken internationally this week
of the strange trial in Moscow of eight “traitors”
to the Soviet State, who have been eagerly confess-
ing to fantastic schemes of purported international
intrigue and sabotage. The trial, which began early
last week, was heralded some time in advance by
denuncxatlons in the Moscow press of high officials
of France and England. Among others, MM. Poin-
care and Briand of France, and Winston Churchill
and Col. T. E. Lawrence of England were said in
the Moscow organs to have conspired against the
Soviet regime. The allegations were made on the
basis of the confessions of the eight prisoners now
on trial. In the course of this peculiar legal pro-
ceeding, the defendants have repeated their confes-
sions and emphatically repudiated suggestions that
their statements were not made of their own accord.
The chief witness, Professor L. K. Ramsin, who im-
plicated the high officials of France and England,
admitted that he had never seen such officials. M.
Poincare and others have, of course, denied the
allegations.

* The French Government protested to Moscow last
week and asked for an official explanation of charges
that French officials had plotted an interventionist
movement against the Soviets. Action of a like
nature was taken by the British Government early
this week, according to a statement in the House of
Commons by Foreign Secretary Henderson. The
British Ambassador at Moscow had been instructed,
he said, to protest against “adverse and unfounded
reﬂectlons” on the previous and present British
Governments, in as far as these reflections had been
officially accepted by the Soviet Government. The
protests resulted in a slight alteration of the course
of the trial. The Court ruled that testimony involv-
ing foreign governments should not be presented in
open trial, and whenever such matters came up there-
after, the public was excluded. British opinion is
not inclined to take the trial very seriously, con-
sidering it rather a farce designed to impress the
Russian people. Sir Henri Deterding, who is one
of the alleged conspirators, expressed the opinion
in London Tuesday that the proceedings are in-
tended to cleak poor results of the five-year indus-
trialization plan.

" Soviet philosophy, as expounded in high Russian
quarters, was reflected in a Moscow dispatch of last
Sunday to the New York “Times,” wherein an inter-
view with Joseph Stalin was recounted. The death
of M. Stalin, who is the actual head of the Soviet

State, was reported in Riga dispatches recently, and
this, it is believed, moved him to his several infrac-
tions of his own rule against granting interviews.
“The present world economic depression is very
heavy and will be heavier yet,” M. Stalin told the
“Times” correspondent in this latest of his inter-
views. “It is the worst of the periodic crises that
mark the progressive decay of the capitalist system,
but I do not thing it will last or that it is the
culminating crisis,” he continued. “Capitalism is
still strong and may recover, but this year has ex-
posed its fatal weakness—capitalism cannot exist
without markets, and the mutual rivalry of capi-
talist States bars them from each other’s markets.
Thus the stronger States are forced to bring pres-
sure upon the weaker. Some European countries
suffer more from the present crisis than others, as
a result of the World War. Some are smaller and
more backward, and the stronger powers must seek
an issue of their own difficulties at their expense.
The breaking point will naturally come in the coun-
try least capable of resistance because every chain
breaks at its weakest link.”

In a Moscow report to the Associated Press, also
dated last Sunday, details were given of an ex-
haustive analysis of the five-year industrialization
plan by V. V. Quibesheff, President of the State
Planning Commission. The plan, which was speeded
to four years some time ago, is proceeding in accord-
ance with the hastened momentum, the analysis
states. In some branches of industry, scheduled
production under the five-year plan is being exceeded
in this, the third year, it is said. The present task
according to the analysis, consists in fulfillment of
the plan before schedule.

There have been no changes this week in the dis-
count rates of any of the Huropean central banks.
Rates remain at 6% in Spain; at 514% in Austria,
Hungary, and Italy; at 5% in Germany; at 4% in
Norway and Treland; at 814% in Sweden and Den-
mark ; at 3% in England and Holland, and at 214 %

in France, Belgium, and Switzerland. In the Lon-
don open market discounts for short bills yesterday
were 2 3/169, against 214 % on Friday of last week,
while three months bills were 214@2 3/16% against
2 3/16% on Friday of last week. Money on call in
London yesterday was 1%, %. At Paris the open

market rate continues at 2146%, and in S\Vltzerland

at 1149,.

The Bank of England statement for the week
ended Dec. 3 shows a further loss of bullion, amount-
ing this week to £1,942,393. As this was attended
by an expansion of no less than £8,094,000 in note
circulation, reserves fell off £10,036,000. The Bank
now holds £155,630,794 of gold as compared with
£134,269,209 a year ago. Public deposits decreased
£11,026,000, while other deposits increased £23,-
371,569. The latter includes bankers accounts which
rose £25,957,0564 and other accounts which fell off
£2,685,485. The large decrease in reserves and
increase in deposits is reflected in the reserve ratio
which dropped from 59.549%, a week ago to 45.519%,
now. A year ago the ratio was 31.869%,. Loans on
government securities increased £24,370,000 and
those on other securities £1,919,500. The latter
consists of “discounts and advances” and “securities”
which fell off £1,474,335 and £445,165, respectively.
The discount rate is unchanged at 39. Below we
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gshow the various items comparatively for five
years:

BANK OF ENGLAND'S COMPARATIVE STATEMENT.

1930. 1929, 1928. 1927. 1026.
Dec. 3. Dec. 4. Du;:. 5. Dec. 7. Dec. 8.

£ £ £
Circulation. _ ... a..359,218,000 361,086,000 371,455,000 136,805,220 139,634,485
Public deposits 7,842,000 8,003,000 8,690,001 7,433,678 8,805,503
Other deposits 96,118,216 114,933,000 109,827,922 111,585,201
Bankers' accounts 81,858,241 58,620,463 L
Other accounts. .. 34,227,272 37,497,753
60,428,855
28,353,341
9,622,606
18,730,735
33,181,000
134,269,209

31.86%
5% %

Governm't securities 58,966,247
Other securities.... 26,397,002
Disc't & advances 4,606,262
Securities 21,790,830
Reseryve notes & coin 56,412,000
Coin and bulllon...155,630,794
Proportion of res've
to liabilities
Bank rate.

63,870,000

47,386,600
30,504,000

55,069,422

47,087,000 32,654,540 33,349,220

158,544,766 149,709,760 153,233,000
38.09% 27.85% 27.792’?

414 % 43 % 5%
a On Nov. 29 1928 the fiduciary currency was amalgamated with Bank of England

note issues, adding at that time £234,199,000 to the amount of Bank of England
notes outstanding.

The statement of the Bank of France for the week
ended Nov. 29 records a gain in gold holdings of
257,040,487 francs. The total of the item now stands
at 51,966,914,751 francs, as compared with 40,-
808,253,851 francs last year and 31,599,991,312
francs the year before. A decrease is shown in bills
bought abroad of 1,000,000 francs and an increase in
credit balances abroad of 209,000,000 francs. A
large gain in note circulation, namely 1,802,000,000
francs, advances the total of the item to 75,960,-
198,450 francs, which compares with 68,158,947,680
francs the same time a year ago. French commercial
bills discounted, advances against securities and
creditor current accounts reveal increases of 1,353,-
000,000 francs, 20,000,000 francs and 60,000,000
francs, respectively. Below we furnish a comparison
of the various items for the past three years:

BANK OF FRANCE'S COMPARATIVE STATEMENT.

Changes ——————————Nlatusas " of-
Nov. 29 1930.

Jor Week. Nov. 30 1929.  Dee. 1 1928,
Francs. Francs. Francs,

Gold holdings. ...Inc. 257,040,487 51,966,914,751 40,808,253 851 31,5‘;3“3331'312
Credit bals. abr'd_Ine. 209,000,000 6,760,085,284 7,106.846.540 13.385.896.801

French commercial
bills discounted.Ine.1353,000,000 8,751,764,627 10,610,754,270 1,238,292,173
7,390 18,716,509,993 18,816.143.621

Bills bought abr'd.Dee. 1,000,000
Adv. agst. securs__Inc. 20,000,000 2,471,651,838 2.283.001.773
Note circulation..Ine,1802,000,000 7 0 68,158,947,680 62,659,066,435

5 8,4
Cred. curr. acc'ts_Inc. 60,000,000 23,186,662 20,975,902,216 18,695,855,169

The Bank of Germany in its statement for the
fourth week of October showed an increase in gold
and bullion of 65,000 marks, raising the total of the
item to 2,179,992,000 marks. Bullion a year ago
stood at 2,240,362,000 marks and the year before
at 2,623,494,000 marks. Increases appear in reserve
in foreign currency of 14,991,000 marks, in bills of
exchange and checks of 497,836,000 marks, in
advances of 170,226,000 marks and in other assets
of 10,262,000 marks. Silver and other coin declined
35,145,000 marks and notes on other German banks
18,828,000 marks while the items of deposits abroad
and investments remain unchanged. Notes in cir-
culation rose 646,958,000 marks, bringing the total
of the item up to 5,091,486,000 marks, as compared
with 5,591,023,000 marks at the corresponding week
a year ago. Other daily maturing obligations fell
off 20,847,000 marks while other liabilities went up
13,296,000 marks. A comparison of the different
items for the past three years is given below:

REICHSBANK'S COMPARATIVE STATEMENT.

Changes
Jor Week.

Nov. 20 1930. Noo. 30 1929. Noo.
Relchsmarks. 0v. 30 1928,

Retchsmarks. Reichsmarks. Retchsmarks
Gold and bullion 3 65,000 2,179,992,000 2,240,362,000 2,623,494,000
Of which depos.abr’'d. Unchanged 149,788,000 149,788,000 85'626'000
Res've in for'n curr...Inc. 14,991,000 524,830,000 397,466,000 172‘054.000
BIIIs of exch. & checks Inc. 497,836,000 2,126,926,000 2,986.675.000 2,265.700.000
Sllver and other coin._Dec. 35,145,000 152,526,000 95,031,000 89'737'0{)0
Notes on oth.Ger.bks.Dec, 18,828,000 4,212,000 3,215.000 8'6"1'000
Advances Ine. 170,226,000 241,155,000 O 113']:‘5‘3'0 0
Investments Unchanged 102,474,000 ‘2an’
Other assets Inc. 10,262,000 740,118,000
Liabtlittes—
Notes In circulation..Inc. 646,958,000 5,091,486,000
Oth,daily matur.oblig.Dec. 20,847,000 382,435,
Other liabilities Inc. 13,296,000

Assels—

92,330,000
513,454,000

1000 4,724,024,000
,000 '434/061.000
268,206,000

Money market conditions remained substantially
unchanged this week, with only moderate indica-
tions of the increased month-end demands apparent.
The official rate for call loans on the Stock Ex-
change held undeviatingly to the 2% quotation that
has prevailed without any alteration since Sept. 29.
In the unofficial outside market, call money wag
again available in most sessions at concessions from
the official rate, but the differential was smaller
than the full 1% that has been noted frequently of
late. Withdrawals by the banks of $40,000,000 pre-
vented such offerings at concessions Monday, while
outside offerings also were insignificant Tuesday.
They appeared Wednesday, however, when a mod-
erate amount of money was available at 114%, or a
concession of 14% from the official rate. With-
drawals were again substantial Thursday, the banks
taking $30,000,000, and a small amount of money
was reported available in the street market during
that session at 134%. Additional withdrawals of
$15,000,000 occurred jyesterday, and the overflow
into the street market was again small, with a rate
of 115% quoted. Brokers’ loans against stock and
bond collateral again decreased this week in the two
compilations that were published. The Stock BEx-
change figures covering the full month of November
reflected a decline of $393,875,085, while Federal Re-
serve Bank figures covering the week ended Wednes-
day night were down $11,000,000. Gold movements
at New York for the week to Wednesday night con-
sisted of imports of $1,899,000, all of which came
from Latin America. There were no exports or net
change in the stock of gold held ear-marked for for-
eign account.

Dealing in detail with the call loan rate on the
Stock Exchange from day to day, the call loan rate
has again remained at the single figure of 2% on
each and every day, this being the rate for renewals
as well as for new loans. The market for time
money, too, has been a repetition of that of previous
weeks, demand continuing at a minimum owing to
more satisfactory accommodation being obtainable
in other branches of the money market. Quotations
remain at 134@2% for 30-day money, 2@214 % for
60 days, and also for 90-day accommodation, 21/ @
214 % for four months, and 214@234 % for five and
six months. Prime commercial paper in the open
market has continued in sharp demand, but the
supply of paper has continued short, and, as in
previous weeks, dealers have ben unable to take
care of all the business that has been offered. Rates
are unchanged, choice names of four to six months’
maturity being quoted at 23/ @83%, while names less
well known are offered at 314 @314 %.

Prime bank acceptances in the open market have
continued in excellent demand, but dealers have
many unfilled orders due to a continued shortage
of desirable paper. The 12 Reserve Banks this week
ran up their holdings of acceptances from $176,-
106,000 to $218,937,000. Their holdings of accept-
ances for foreign correspondents fell from $428.-

938,000 to $425,826,000. The posted rates of the
American Acceptance Council remain at 29 bid and
17 % asked for bills running 30 days, and also for
60 and 90 days; 218% bid and 29 asked for 120
days, and 214 % bid and 214% asked for 150 days
and 180 days. The Acceptance Council no longver
gives the rates for call loans secured by aceeptances.
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‘Open market rates for acceptances also remain un-
changed, as follows:

SPOT DELIVERY,
—-180 Days-— —150 Days—
Bild, Asked. Bid. Asked.
2% 2% 2%
—90 Days— —60 Days— —30 Days—
Bid. Asked. Bid. Asked. Bid. Asked.
Prime eligible bllls 1% 2 1% 2 1%

FOR DELIVERY WITHIN THIRTY DAYS,
Eligible member banks
s{Eligible non-member banks

—120 Days—
Bid. Asked

Prime eligible bills 2% 2

There have been no changes this week in the redis-
count rates of the Federal Reserve banks. 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.

Rats in Effect Date

on Dec. 5. Established.
July 31930
June 20 1930
July 3 1930
June 7 1930
July 18 1930
July 12 1930
June 21 1930

Federal Reserve Bank.

W B e B e s G0 63 E
x&

©9 69 03 63 69 09 69 09 09 69 B3 69
IR RN R SRR SRS

Aug. 81930

Sterling exchange is dull and steady, fluctuating
within narrow limits and on the whole unchanged
from last week. The range this week has been from
4.85 9-32 to 4.85 7-16 for bankers’ sight bills, com-
pared with 4.85 5-16 to 4.8514 last week. The range
for cable transfers has been from 4.85 7-16 to 4.85%,
compared with 4.85 17-32 to 4.85%% a week ago.
This is the period of greatest seasonal pressure
against sterling and with regard to New York sterling
exchange is on the average but little more than 14 of
a cent above the gold import point. The market sees
little chance of improvement in the coming weeks
except at the end of the year, when London normally
draws on New York. Judging from the point of
view of money rates as between New York and
London sterling should be firmer, but many other
factors offset this influence. Three-months bills in
London are quoted at 2 3-16%, as compared with
1%%@2% in New York, yet the spread has no
stimulating effect on sterling exchange. According
to well informed authorities, one of the principal
factors working for weakness of sterling in New York
at the present is the possibility of labor troubles in
Great Britain in the next few weeks. Wage cubs
have been ordered and a proposed ‘“‘spreadover’ in
hours in order to partially offset the effect of lower
wages has been rejected by the workmen. London
is also uneasy over the rail situation where wage
cuts have been causing trouble. Events appear to
be shaping toward changes of some sort in the
London money market.

Trance continues to take gold from London and all
receipts of South African gold for the next few weeks
have been secured for French account. Sterling
exchange fails to show any response to the gold
shipments and the sterling-franc rate is at abnorm-
ally low levels, around 123.54-123.60. According to
reliable estimates France will withdraw a further
£8,000,000 gold from London before the end of the
year, which makes the sterling situation acute.
Bankers say that Chancellor Snowden is criticized
in some quarters for his insistence upon easy money
rates for the benefit of the Treasury and as a possible
preparation for the conversion of the War &’s.

Continued withdrawals of French balances are bound
to have a stiffening influence on London money rates,
and the Bank of England may be forced to take
further defensive measures to protect the exchange
rate through open market operations and probably
through an advance in its official rediscount rate.
There was a slight hardening of money rates in
London on Thursday, with three-months bills quoted
at 2149 to 2 3-16%, compared with 2 5-329, to
2 3-169%, a week ago. This week the Bank of England
shows a loss in gold holdings of £1,942,393, the total
standing at £155,630,794, which compares with
£134,269,209 a year ago. The Bank shows a reduc-
tion of 14 points in reserves to 45.519,, the lowest
since Aug. 14. On Saturday the Bank of England
bought £69 in foreign gold coin, sold £329,805 in
gold bars, and exported £9,000 in sovereigns. On
Monday the Bank of England received £600,000 in
sovereigns from abroad and sold £382,090 in gold
bars. On Tuesday the Bank sold £347,900 in gold
bars, exported £6,000 in sovereigns, and set aside
£400,000 in sovereigns. On Wednesday the Bank
bought £171 in gold bars, bought £16 in foreign gold
coin, sold £323,398 in gold bars, and exported
£7,000 in sovereigns. On Thursday the Bank sold
£561,217 in gold bars and exported £15,000 in
sovereigns. Practically all the bar gold sold by the
Bank was taken for Paris. On Friday the Bank sold
£561,217 bar gold of which it is believed £300,000 was
destined to France and £200,000 to £250,000 was
taken for shipment either to Belgium or Germany.

At the Port of New York the gold movement
for the week ended Dec. 3, as reported by the
Federal Reserve Bank of New York, consisted of
imports of $1,899,000, of which $1,618,000 came
from Colombia and $281,000 chiefly from other
Latin American countries. There were no gold
exports and no change in gold earmarked for foreign
account. In tabular form the gold movement at
the Port of New York for the week ended Dec. 3,
as reported by the Federal Reserve Bank of New
York, was as follows:

GOLD MOVEMENT AT NEW YORK, NOV. 26 TO DEC. 3 INCL.
Ezports.

Imports. g
None.

$1,618,000 from Colombia.
281,000 chiefly from other Latin
American countries.

$1,899,000 total.
Net Change in Gold Earmarked for Foreign Account.
None.

Approximately $2,500,000 gold was due to arrive
in New York yesterday from Argentina. This
should bring the total Argentine gold on the present
movement to $14,134,000. In addition to this a
sixth Argentine shipment, amounting to $5,361,566,
left Buenos Aires for New York on Friday on the
liner “Western World.” Approximately $3,830,000
gold was received at San Francisco during the week,
of which $3,750,000 came from Japan and $80,000
from China.

Canadian exchange continues firm, ruling at a
premium generally. On Saturday Montreal funds
were at 1-32 of 19, premium; on Monday at par;
on Tuesday at 3-32 of 1%, premium; on Wednesday
at 1-32 of 19 premium; on Thursday at 3-64 of
1%, premium; on Friday at 1-32 of 19, premium.

Referring to day-to-day rates sterling exchange on
Saturday last was steady. Bankers’ sight was 4.8514
@4.85 7-16 cable transfers 4.8514@4.85 17-32. On
Monday sterling was under pressure. The range was
4.8514{@4.85%% for bankers’ sight and 4.85 15-32(@
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4.8514 for cable transfers. On Tuesday sterling was
firmer in New York but made a new low in Paris.
The range was 4.8514@4.85 15-32 for bankers’ sight
and 4.8515@4.85%% for cable transfers. On Wednes-
day sterling was steady. The range was 4.85 11-32
@4.851% for bankers’ sight and 4.85 17-32@4.85 19-32
for cable transfers. On Thursday sterling was easier.
The range was 4.85 5-16@4.851% for bankers’ sight
and 4.85 9-16@4.8514 for cable transfers. On Friday
sterling was firmer; the range was 4.8534@4.851%
for bankers’ sight and 4.85%% for cable transfers.
Closing quotations on Friday were 4.85 7-16 for de-
mand and 4.85%% for cable transfers. Commercial
sight bills finished at 4.85 5-16; sixty-day bills at
4.83 7-16; ninety-day bills at 4.82 9-16; documents
for payment (60 days) at 4.83 7-16, and seven-day
grain bills at 4.85. Cotton and grain for payment
closed at 4.85 5-16.

Exchange on the Continental countries is quiet and
steady. The French franc is firm and especially firm
with respect to sterling, and as noted above, the
Bank of England has lost considerable more gold to
France, while it is understood that practically all the
open market gold for some weeks ahead has been
engaged for French account. The Bank of France,
it would seem, has been taking steps to support
sterling exchange, and this week shows an increase of
209,000,000 francs in its sight balances abroad which,
it is believed, respresents the acquisition of foreign
exchange by the Bank in support of sterling. The
fact that labor troubles are anticipated in London
accentuates the withdrawal of French private capital
from the London market, so that this week the
sterling-franc rate has moved further against London.
While the Government and the Bank of France are
unquestionably desirous of checking gold importa-
tions, it is still clearly recognized that the only
means of altering the balance of international pay-
ments as it now exists would be the introduction on
the French market of foreign securities. Before the
war France used to absorb at least 3,000,000,000
gold francs annually of such new issues, but the
present position of the market and of public senti-
ment does not appear to lend itself to such opera-
tions. The gold reserves of the Bank of France
show an increase this week of 257,040,000 francs,
the total standing at 51,966,000,000 francs, com-
pared with 40,808,000,000 francs a year ago.

German marks continue relatively firm, owing
largely to the almost complete return of funds from
their flight abroad after the German elections in
September. German financial circles continue to
show an optimistic attitude which is taken to indi-
cate that no serious difficulties are looked for from
the radical elements in the Reichstag. Considerable
satisfaction is felt in German circles over the action
of the Cabinet in putting the financial reform plan
in the form of a decree. This, it would seem, pre-
vents any possibility of the radical element in the
Reichstag taking measures to hinder the passage
of the bills which the financial experts agree are
necessary to put German finances in order. Money
rates continue comfortable in Berlin and the credit
on offer is greater than the demand. However,
recent Berlin dispatches state that there are signs
of something like a recovery in German business
activity and this arouses some apprehension re-
garding the sufficiency of home capital to finance
possible trade revival. Comment is general that
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a sudden business revival would overstrain the Ger-
man money market and German inferests are
speculating as to the probability of an increase
in the Reichsbank’s official rediscount rate. Should
the business recovery take on momentum it is
thought that the flow of foreign capital to Germany
would cause continued firmness in mark quotations.

Italian lire are steady, and were especially firm
in Monday’s market. The run-up in lire to 5.2414
for cable transfers is thought to have been nothing
more than a normal reaction from last week’s low
of 5.22%%, which resulted from apprehensions arising
from the failure of some minor Italian banks.

The London check rate on Paris closed at 123.57
on Friday of this week, compared with 123.60 on
Friday of last week. In New York sight bills on the
French center finished at 3.927%, against 3.9234 on
Friday of last week; cable transfers at 3.93, against
3.927%, and commercial sight bills at 3.929%, against
3.92 7-16. Antwerp belgas finished at 13.941% for
checks and at 13.9514 for cable transfers, against
13.9314 and 13.9414. Final quotations for Berlin
marks were 23.84 for bankers’ sight bills and 23.85
for cable transfers, in comparison with 23.83 and
23.84. Italian lire closed at 5.23 15-16 for bankers’
sight bills and 5.24 1-16 for cable transfers, against
5.2334 and 5.2314. Austrian schillings closed at
14.07, against 14.0714; Exchange on Czechoslovakia
at 2.96 7-16, against 2.96 5-16; on Bucharest at
0.5914, against 0.5914; on Poland at 11.21, against
11.21; and on Finland at 2.5134, against 2.5134.
Greek exchange closed at 1.2914 for bankers’ sight
bills and at 1.2914 for cable transfers, against 1.2914
and 1.2914.

Exchange on the countries neutral during the war
is unchanged in all important respects from the past
few weeks. For the most part the neutrals are easy
in sympathy with the easier tone of sterling and also
as a seasonal matter. Holland guilders are inactive
and there is a considerable movement of Dutch funds
out of Amsterdam to Berlin, London, and New York.
Swiss francs are slightly firmer due largely, it is
thought, to operations in connection with the Bank
for International Settlements and to some flow of
idle Dutch and French funds to Switzerland. Spanish
pesetas continue to fluctuate rather widely owing to
the unsettled feeling with regard to the drift of polit-
ical positions in Spain and to failure of the Govern-
ment to take more decided and open steps toward
stabilization of the peseta. However, this week
Spain sent another £1,000,000 gold to London follow-
ing on last week’s shipment of £1,000,000 for the
support of peseta exchange.

Bankers’ sight on Amsterdam finished on Friday
at 40.2214, against 40.2314 on Friday of last week;
cable transfers at 40.2414, against 40.2434 and
commercial sight bills at 40.20, against 40.20. Swiss
francs closed at 19.37 for bankers’ sight bills and at
19.3734 for cable transfers, against 19.3514 and
19.3614 Copenhagen checks finished at 26.7314
and cable transfers at 26.7414, against 26.7314 and
26.741%4. Checks on Sweden closed at 26.8234,
and cable transfers at 26.8324, against 26.831% and
26.841%, while checks on Norway finished at 26.73
and cable transfers at 26.74, against 26.73 and
26.74. Spanish pesetas finished at 11.08 for bankers’
sight bills and at 11.09 for cable transfers, compared
with 11.10 and 11.11.
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Exchange on the South American countries contin-
ues dull and there seems to be some recurrence of an
easier tone in both the Argentine and Brazilian units.
London advices indicate that bankers there hold that
the chief weakness in the Argentine situation at the
present time is the position regarding foreign ex-
change. The new Government is regarded as fully
able to deal with any fresh political agitation which
may arise, but it is felt that while restoration of ex-
change to parity depends in the first place on general
economic conditions, its permanent stability can be
secured only through reorganization of Argentina’s
currency on central banking lines. Bankers say that
regarding the Brazilian situation although the excite-
ment over the actual revolution has subsided, the
time has come to give serious consideration to the
Brazilian position. It is felt that an upheaval of such
a character as occurred in Brazil cannot be wholly un-
productive of troublesome consequences. Confidence
in the new Government does not in the mind of the
market dispose of the problem of how the revolution
is to be paid for, and there is a feeling that the market
for Brazilian securities may yet receive an unpleasant
reminder of this aspect of the situation. Brazilian
exchange continues to be nominally quoted, but at
generally lower levels than a week ago. Advices from
Rio de Janeiro indicate that the Brazilian Govern-
ment has not lifted the restrictions on foreign ex-
change operations, and banks are limited to operations
totaling £5,000 per day. The restriction is to last for
an indefinite period. On Friday $2,500,000 gold was
received at New York from Argentina bringing the
total on the present movement to $14,134,000; like
the previous shipments the metal is a direct Govern-
ment consignment. In addition to this a sixth ship-
ment, totaling $5,361,566 left Buenos Aires on Friday
for New York. Argentine paper pesos closed at
34 7-16 for checks, as against 34 7-16 on Friday of
last week, and at 3414 for cable transfers, against
3415. Brazilian milreis are nominally quoted 9.70
for bankers’ sight bills and 9.75 for cable transfers, as
against 10 1-16 and 1014. Chilean exchange closed
at 12.15 for checks and at 12.20 for cable transfers,
against 12.15 and 12.20. Peru closed at 30.25,
against 30.50.

Exchange on the Far Eastern countries is dull and
irregular. Japanese yen are firm and steady owing
to the strenuous efforts made by Japan to maintain
the yen in London and New York by gold shipments.
The Chinese units are off sharply as the result of the
new drop in silver prices. The silver market on
Tuesday dropped 14 of a cent to $.3434 per ounce in
New York. This compares with the record low of
$.3314 reached on June 21. Following the low prices
in June a recovery in the white metal set in which
culminated in a price of $.37 on Sept. 18. Silver
brokers are at a loss to account for the present
decline in the market. There is practically no
demand from either India or China, the two main-
stays of the silver market. Selling orders are not
large and the market is described as drifting, with
the buyer settling the price. Chinese exchange quota-
tions move strictly in accordance with the prices qf
silver; as to buy or sell exchange on China is equi-
valent to buying or selling silver. Closing quotations
for yen checks yesterday were 49.60@4974, against
49 9-16@4975. Hong Kong closed at 29%@
29 11-16, against 3074@31 1-16; Shanghai at 37@
37 1-16, against 3814@3854; Manila at 4974, against

497%; Singapore at 5614 @56 7-16, against 5614 @
56 7-16; Bombay at 3614, against 3614; and Calcutta
at 3614, against 3614.

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

week just past:
FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE
BANKS TO TREASURY UNDER TARIFF ACT OF 1922,
NOV. 29 TO DEC. 5 1930, INCLUSIVE,

Noon Buying Rate for Cable Transfers in New York,
Value §n Unftted States Money.

Dec. 1. Dec. 3. | Dec. 4.

Country and Monetary
Unit.

Noo. 29. Dec. 2. | Dec. 5.

EUROPE—
Austria, schilling
Belglum, belga
Bulgaria, lev..
Czechoslovakla,
Denmark, krone
England, pound

s
.140823
.139519
007169
.029655
267418

4.856022
025167
039299
238459
012945
402423
174875
.052405
267397
112115
.044808
005942
.110783
.268319
-193750
017692

3
.140688
139420
007177

$
.140685
.139403 |
2007166 |
2029651 | .029651
267347 | 267405

4.855372 4.855355
:025165 | .025166
1039205 | 1039293
1238416 | .238460
.012943 | 1012940
1402373 | 402443
.174863 | 1174888
052408 | 042406
267323 | 267381
111985 | 1112010
.044825 | .044875
1005941 | 1004940
112219 | 1112142
1268323
1139718
1107691

140745
.139467
.007166
.029652
267408

4.855838
.025166
.039298
238488
012944
402414
.174898
052402
267381
.111985
.044825
.004935
111345
268300
.193731
.107684

S
.140817
.139399
.007166
.029648
267370

4.854627
.025163
.039282
.238351
012941
402323
174860
.052349
267352
112125
.044858
005945
112478
.268345
.193660
106687

3
.140876
.139422
.007169
.029653
267405

4.855184
.025176

Holland, guilder
Hungary, pengo.
(taly, lira_ ..
Norway, kron

268365
193710
.017690

Switzerland, fran A
Yugoslavia, dinar-...|
ASIA—

China—
.384166
.380937
372053
.390208
.298035
268125

.270000
.266666
.395025
495940
659375

.000283
1999131
454250
097937

779689
.006285
121179
784430
965300

.370166
376875
368125
.385625
.293392
.264062

.266666
.263333
358953
496143
.559225

1.000454
999109
453475
998037

778748

.394583
.390781
.380446
400625
.304464
.273750

275833
272500
359371
495687
659270

.000202
099287
458525
997625

779865
*
120915

788725
965300

.390000
.386875
377410
.396041
302857
.270937

273750
270416
359300
495712
559375

.000068
999225
457150
997750

780665
*
120910

780972
.965300

387500
.384062
.374910
.393541
299732
270312

.272500
.269166
359167
495815
559258

999926
.999131
456050
097625

779065
096400
.121025
783799
965300

.388125
.385156
376250
304166
.300000
271875

274166
.270833
.3590563
495968
559375

.000197
.999131
455425
.996968

.778116
096600
.121092
782044
1965300

Hong Kong dollar. -
Mexican dollar. ...

Japan, yen... .

3ingapore (8.8 llar
NORTH AMER,—

Canada, dollar

Newfoundland, dollar
BOUTH AMER.—

Argentina, peso (gold)

3razll, millrels

Chlle, peso

Uruguay, peso

Colombia, peso

1965300

* No quotations,

As the Sub-Treasury was taken over by the Fed-
eral Reserve Bank on Dec. 6 1920, it is also no longer
possible to show the effect of Government operations
in the Clearing House institutions. The Federal
Reserve Bank of New York was creditor at the Clear-

ing House each day as follows:

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

Friday,
Dec. b.

Thursdny,
Dec, 4.

Saturday,
Nov. 29,

Aggregate

Monday,
Sfor Week.

Dece. 1.

Tuesday,

Wednesday
Dec. 2. Dec. 3.

T [P 8 ool 1105 s | s | $
124 00,0001 117.000,000] 168,000,000 143.000.000) 139,000,000 121,000,000! v, £13,000,000

Note.—The foregoing heavy credits reflect the huge mass of checks which come
to the New York Reserve Bank from all parts of the country in the operation of
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 Clty are representeq
in the dally balances. The large volume of checks on Institutions located outside
of New York are not accounted for In arriving at these balances, as such checks
do not pass through the Clearing House but are deposited with the Federal Reserve
Bank for collection for the account of the local Clearing House banks,

e

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

December 4 1930. ]
Gold. | Stlser. Total. |

£ | g
155,630,794 134.269,209?
Fraucea_.415.735.318} 415,735,318326,466,031| 326,466,031

101,510,200~ 994,600102,504,800 104,528,700 994,600 105.523.300
99,258,000/ 28,151,000 127,409,000 102,592,000 28,359,000 130.951.000
57,243,000, 57,243,000 56,025,000
35,514,000( 2,069,000/ 37,583,000 36.876.000 - .| 3
37,054,000 37,054,000 30,949,000, 1,286,000, 32,235.000
Switzerl'd-| 25,625,000 25,625,000/ 21,835,000 1,118,000, 22,953,000
Sweden.._.{ 13,422,000 13,422,000, 13,376,000, | 13,376,000
Denmark .| 9,561,000 9,561,000 9,582,000 379,000 9,961,000
Norway...| 8.136,000 8,136,000 8,151,000 --ssrn--| 8,151,000

Tot. wk.(958,689,312, 31.214.eoof938.903,912‘844.&49,940‘ 32,136,600 876,786,540
Prev. weeki958,421,131) 31,081,600989.502.731843,5241626/ 31,985.600875,510.226

a These are the gold holdings of the Bank of France as reported in the new form
of statement. b Gold holdings of the Bank of Germany are exclusive of gold held
abroad, the amount of. which the present year is £4,789,000. c As of Oct. 7 1924,
d Sllver 1s now reported at only a trifling sum.

December 6 1929,
Gold. | Stlver. [

Banks of-

Total.

| £
\134.262.209

£
England . -|155,630,794

y
Netherl'ds
Nat. Belg_
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Myr. Hoover and Congress—The Annual and
Budget Messages.

Mr. Hoover’s annual message is a plain, unvar-
nished tale which gives first place to the business
depression and unemployment relief and offers some
wise counsel to Congress regarding economy in ap-
propriations. The hopeful tone which has charac-
terized all of Mr. Hoover’s recent utterances is not
absent, and in spite of his admission that speculative
excesses have had a good deal to do with the busi-
ness situation and that world over-production and
other world causes are to be reckoned with, he still
feels called upon to emphasize the great resources
of the United States and to predict that “we will
overcome world influences and will lead the march
of prosperity as we have always done hitherto.” In
the main, however, the message is a straightforward
statement of what has been done by the Adminis-
tration to meet the business and unemployment
crisis, and a summary exposition of the financial
and other questions with which Congress will have
to deal. The financial references in the annual
message are brief, financial matters being now rele-
gated to the special budget message, but the latter
document, aside from statistics and certain details,
adds nothing important to what the annual message
outlines.

Comparing the approximate percentages of busi-
ness activity for the past three months with those
for the prosperous year 1928, Mr. Hoover finds
decreases ranging from 6% to 20% in the value
of department store sales, volume of manufactur-
ing and mineral production and of factory employ-
ment, wholesale prices and cost of living, while
“yarious other indexes indicate total decrease of
activity from 1928 of from 15% to 20%.” The en-
couraging factors are “the fact that we are holding
from 80% to 85% of our normal activities and in-
comes; that our major financial and industrial in-
stitutions have come through the storm unimpaired ;
that price levels of major commodities have re-
mained approximately stable for some time; that a
number of industries are showing signs of increas-
ing demand; that the world at large is readjusting
itself to the situation.” Economic depression, how-
ever, he insists, “cannot be cured by legislative ac-
tion or executive pronouncement. Economic wounds
must be healed by the action of the cells of the eco-
nomic body—the producers and consumers them-
selves.” This recovery can be expedited by co-opera-
tive action, and it is to the encouragement of such
co-operation that the Federal government has ex-
erted itself in the period which the message reviews.
Summarizing briefly the co-operative efforts of the
Administration, the States, and local governments,
Mr. Hoover finds that the total of construction and
betterment work in hand or in contemplation, the
volume of which amounted roughly to $6,300,000,000
in 1929, has risen for 1930 to about §7,000,000,000.

Mr. Hoover seems anxious to minimize the volume
of unemployment, although his figures, when closely
examined, are perhaps not lower than a fair estimate
of the total number. He quotes the census figure
of about 2,500,000 “wholly out of employment seek-
ing for work” at the April enumeration, and notes
that there is estimated to be “a constant figure at
all times of nearly 1,000,000 unemployed who are
not without annual income but temporarily idle
in the shift from one job to another.” The descrip-
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tion is not quite complete as a statement of the cen-
sus returns, the census recognizing some 7 dis-
tinct classes of non-working persons, of which only
the first and probably more numerous class is men-
tioned by Mr. Hoover. In spite, also, of Mr.
Hoover’s further statement that “the Department
of Labor index of employment in the larger trades
shows some decrease in employment” since April,
there is good reason for thinking that the total vol-
ume of unemployment in the country, instead of
diminishing, has increased. The President of the
American Federation of Labor, William Green,
whose estimates have in the past exceeded those of
the government, was reported on Wednesday as es-
timating the number of persons out of work, ex-
clusive of farm labor and office workers, at 4,860,000,
an increase of 360,000 since November, at which
latter date the Department of Labor was using the
estimate of 3,400,000.

Mr. Hoover favors a continuance during the
winter of the temporary expansion of such govern-
ment activities as river and harbor work, flood con-
trol, public building, &c., but he nevertheless
issues a timely warning against undertaking
works “that are not of sound economic pur-
pose and that have not been subject to search-
ing technical investigation, and which have
not been given adequate consideration by the Con-
gress. The volume of construction work in the gov-
ernment is already at the maximum limit warranted
by financial prudence as a continuing policy.” The
immediate problem is to increase employment dur-
ing the next six months. An appropriation of from
$100,000,000 to $150,000,000 to accelerate emergency
employment during this period is accordingly asked
for, to be distributed among the various federal de-
partments through a committee of the Cabinet with
the President’s approval. The criticism of this re-
quest, to the effect that it takes from Congress the
right to determine how and where the money which
it votes shall be spent, seems under the circum-
stances to be somewhat strained. The condition is
one of national emergency and the period of time
brief and limited, and Congress, which at best will
be burdened with important business during the
short session, may well intrust to the President the
expenditure at his discretion of the amount which
he asks for. A message further explaining the
recommendation, together with a statement from the
Director of the Budget indicating how the fund
might be effectively apportioned, was sent in on
Thursday, and in both houses resolutions giving
effect to the recommendation have been introduced.

Mr. Hoover’s references to the agricultural situa-
tion do not go very deeply into that subject. Rely-
ing again, as is his custom, upon averages, he notes
that while the average price of farm products has
fallen to about 80% of the levels of 1928, this aver-
age is “greatly affected by wheat and cotton, which
have participated in worldwide overproduction”
and declined to about 60% of the 1928 average. Ix-
cluding wheat and cotton, the average is about 84%
of that of 1928, while “the average wholesale prices
of other primary goods, such as nonferrous metals,
have fallen to 76% of 1928. The price levels of our
major agricultural commodities are, in fact, higher
than those in other principal producing countries,
due to the combined result of the tariff and the
operations of the Farm Board.” There is nothing
here to indicate that Mr. Hoover has wavered in his
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devotion to high protection, or that the operations
of the Farm Board seem to him to have been any-
thing but wise.

Mr. Hoover faces frankly the unfavorable
financial outlook. Treasury and budget estimates
for the current year show receipts of about $430;-
000,000 less than the estimates of a year ago, of
which $75,000,000 is ascribed to tax reduction and
the remainder to the depression. Expenditures of
the current year, on the other hand, have been in-
creased by about $225,000,000 through provisions
for construction work to relieve unemployment, in-
creases in veterans’ allowances, and other items.
The grand total of adverse change is thus about
$655,000,000. Offsets of $123,000,000 of estimated
surplus of a year ago, $185,000,000 of foreign debts
interest payments applied to current expenditures,
repayments by the Farm Board which have reduced
its demand upon the Treasury by $100,000,000, and
$67,000,000 of various economies cut down the es-
timated deficit to about $180,000,000. This deficit
the budget message proposes to treat, not by reduc-
ing the statutory redemption of the public debt now
amounting to about $440,000,000 per annum, but
“by reducing the general fund balance from the
amount in it at the beginning of the year, supple-
mented if necessary by temporary borrowing by the
Treasury.” The budget for the fiscal year 1932
shows estimated receipts of about $4,085,000,000 “if
the temporary tax reduction of last year be discon-
tinued,” as Mr. Hoover thinks it should, and esti-
mated expenditures of $4,054,000,000 including the
postal deficit. With a resulting surplus of only
about $30,000,000, Mr. Hoover is justified in remind-
ing Congress that “most rigid economy is therefore
necessary to avoid increase in taxes.”

The remaining topics in the annual message are
treated with brevity. The army and navy “are being
maintained at a high state of efficiency,” and fur-
ther naval construction is urged, although the fig-
ures set out in the budget message show, according
to the Associated Press, that “of every dollar which
must be spent next fiscal year, President Hoover
estimates 41.11 cents must go to support the mili-
tary functions of the government.” “Effective regu-
lation of inter-State electrical power” is recom-
mended once more, together with further legislation
to facilitate railway consolidation. The repeal of
the Sherman act is not favored, for the reason that
“the prevention of monopolies is of most vital public
importance,” but the interpretation of the anti-trust
laws by the courts and changes in business make an
inquiry into the effect of the laws advisable, espe-
cially in regard to their bearing upon the use of
natural resources. The tax on capital gains should
also be studied, the immigration laws revised “upon
a more limited and more selective basis,” the laws
for the deportation of criminal aliens strengthened,
federal ownership instead of leasing of postofice
buildings provided for, and the veterans’ service ex-
amined with a view to improvement. A special mes-
sage submitting to the Senate the World Court
protocols is promised.

Mr. Hoover will undoubtedly be criticized for his

failure to offer any suggestion for relieving the

present business depression through government
action, and for his intimation that the rest of the
world has more to answer for than the United States,
but his emphasis upon the obligation of producers
and consumers to co-operate in efforts to restore

normal conditions will be heartily welcomed by all
who believe that the less government interference
with business there is, the better. His counsel of
rigorous economy will, it is to be hoped, be taken
to heart by Congress. There is only too much reason
to fear that the scanty surplus of $30,000,000 upon
which Mr. Hoover counts will be heavily reduced by
diminished receipts from income taxes, and that a
substantial deficit will eventually have to be faced.
Clearly, there is nothing to do but abandon the in-
come-tax cut which was made for this year, as Sec-
retary Mellon, in his annual report submitted to
Congress on Thursday, also made quite evident
would have to be done, and Mr. Hoover is to be
commended for approving it. The best service that
Congress can render will be to confine itself strictly
to necessary legislation and keep appropriations
down, while at the same time providing whatever
may be imperative for such relief of unemployment
distress as the government may properly give.

Requests of the Railroads.

As previously noted by us, the Association of Rail-
way Executives, comprising every Class I railroad
in the country, has determined to demand from
Congress sweeping legislative relief. The relief to
be asked, bills for which are now under preparation,
will cover, in the main, the following aims:

“To extend the jurisdiction of the Inter-State Commerce
Commission to coastal steamship lines and provide for their
regulation.

“To standardize coastal steamship service requirements
and to control their placing in operation through the issu-
ance of certificates of convenience and necessity.

“To amend the Panama Canal Act to enable the railroads
to operate steamship lines coastally and on the Great Lakes,
both on the same terms under which steamship lines operate.

“To provide for the regulation of inter-State passenger
omnibus movement.

“To provide authority for railroads to operate trucks and
omnibuses.

“To provide for the impost of commercial motor vehicle
licensing fees adequate to the cost of maintaining highways.

“To amend the Transportation Act so that pipe line com-
mon carriers shall be subject to the same restrictions as to
the transportation of commodities in which they are inter-
ested, directly or indirectly, as the railways now are.”

So rapid has been the growth of these new meth-
ods of transportation, so severely are they cutting
into the normal revenues of the railroads, so impor-
tant a possession of the people is our great railway
system, that it would be wise to devote an entire
session of Congress to these measures, if Congress
could sit as a non-partisan economic body, non-polit-
ical and free from bias, but that would be too much
to expect. Not that we can look with complacency
upon further grants of power to the Inter-State Com-
merce Commission, but if one common carrier is to
be chained by extraneous rules, why not all? There
is no doubt whatever that the railroads—entirely
apart from the frightful losses they are now suffer-
ing by reason of the industrial prostration through
which the country is now passing—are losing rey-
enues rapidly and constantly in the way indicated
above, even against the natural increase in popula-
tion and business. The following table is illuminat-
ing on that point:

Gross Ton Mqiles Passenger Miles

% Increase. % Increase.

35.4

85.8 :
80.1 101.6
4(’3'.5

RR. Traffic Growth—
From 1890 to 1900
From 1900 to 1910
From 1910 to 1920 62.2
From 1920 to 1929 8.8

* Pagsenger traffic decreased 34.29 in the years 1920 to

1929.
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We are not lacking in “learned” discussions, in-
side and outside of Congress, on “production” and
“consumption.” We hear many complaints of the
unevenness of “distribution” of commodities and the
costs thereof. We plunge the Government headlong
into such experiments as the Federal Farm Board.
But we do not seem to realize that the life and
success of our railroads is paramount in any con-
sideration of these problems. There is little effort
to aid them by removing obstacles to their free and
necessary operation. In an abstract sense the people
own these roads. Year by year their actual, concrete
ownership by citizens as stockholders is increasing.
We have not been able to fix their value in dollars,
nor can we arrive at a fair method of computation.
But regarded as a property-unit owned thus by the
people their unestimated value runs into tens of
billions of dollars. The Inter-State Commerce Com-
mission is intended as a State regulatory body—but
without public ownership this body must always be
at sea in establishing “reasonable rates.” And the
roads are tied to a power that, while ostensibly non-
political, is still the creature of a political Congress.
Under these circumstances “industrial liberty” be-
comes a term without a distinctive meaning.

It is said that the roads, in asking these relief
measures at the hands of Congress, are not demand-
ing a cessation of progress, but for a fair regulation
of industries engaged in like transportation as them-
selves. Granting this, however, whether regulated
or unregulated, these new methods will grow, and
in the final end the people must decide whether or
not this is real “progress.” The railroads were first
in the field. They have been supported by the
patronage of the people. They have had a varying
and sometimes stormy experience. They have been
subjected to a prejudice of a selfish and party-politi-
cal origin, which they have largely overcome. They
were almost ruined by governmental seizure and
operation during the war. Returned to their right-
ful owners, they have grown rapidly in perfected
service and are to-day in better condition than ever
before. And considered as a property-unit of the
people, would it be common business sense to hold
them in leash while unregulated means of transport
encroach upon their profits and drive them into
bankruptey ?

One can but look casually upon the inecrease of
bus lines everywhere over the country to realize
that the people as patrons have little thought of
what constitutes real progress and little care for
the fate of the roads. There is little doubt that
but for the restrictions put upon them by “regula-
tion” they could have held their own against all
these modern methods and triumphed over all com-
petition. Now, they are compelled to acknowledge
these competitors and ask for an even chance
through like “regulation.” To suggest that the
people, as individuals, should sustain and protect
this vast and valuable property is perhaps not worth
while, but here, too, lies a “responsibility” it ig
worth while to acknowledge. It is the old question
of the new thing and the old, and whether in fact
the new is always “progress.” From the old preju-
dice to the present carelessness of the result of sud-
denly changed patronage is a rapid step, and, in g
large sense, a thoughtless one.

We will not at this time consider specifically these
several requests. Spending billions on the constrye-
tion of concrete highways across the continent and
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up and down the States, it is apparent that the peo-
ple have a direct stake in the preservation of their
tax expenditures. To turn these highways loose for
commercial exploitation by bus lines without more
than a cursory regulation is not in the public inter-
est, regardless of the railroads. We are not so cer-
tain of pipe-line competition now growing by leaps
and bounds. These must obtain the right-of-way,
and thus subject themselves to law and laws. "Coast-
wise traffic is another matter. So, also, soon will
appear river traffic under internal waterway im-
provements. It cannot fairly be asserted that these
progressive steps must be held in abeyance to the
interests of the railroads. But to set up or permit
a competitive business on State-owned highways at
no cost to these companies requires a question mark.

These railroads have what may be termed vested
interests. They represent a hundred years of earn-
est development. They are permanent and not fly-
by-night corporations. They have met numerous
requirements of the Inter-State Commerce Commis-
sion regardless really of their fiscal condition. They
have installed block signals, air-brakes, safety de-
vices of all kinds—and are now engaged in removing
grade-crossings—all at heavy expense. They have
builded great city terminals and constructed union
stations. Save for the last, these omnibus lines have
done none of these things. The railroads have eon-
stantly improved their service and lowered the cost
of operation looking to reduced passenger and
freight charges. They pay enormous taxes, and
suffer from poor crops and the calamities of nature.
And with it all they are the most valuable possession
of the people, the best organized and most efficient
single industry. They deserve the watch care of
Congress and the support and sympathy of the
citizenry.

Business and Profession.

Colonel Robert McCormick, publisher of the
Chicago “Tribune,” in the opening lecture, under
the Paul Block Foundation at Yale, said: “Jour-
nalism is a profession—an organized profession.
But it is not a business in the sense that the dry
goods store, the bank, or the factory is a business.
I would say that the newspaper plant is like the
library of a lawyer or the instrument of a surgeon—
a valuable thing when it is in the right hands.”
Further, he is quoted as saying “that the newspaper
had invariably stimulated the emancipation of man
and woman in every field of life, and that this was
its role in human progress.” Speaking on
“The Newspaper As a Business Enterprise,” he said
that, “paradoxically, he did not call the newspaper a
business enterprise, but a dynamic human force in
progressive civilization.” . . . “The news-
paper,” he insisted, “was not the result of a busi-
ness organization, but the achievement of an indi-
vidual or a happy combination of individuals, and
that with the passing of these the newspaper would
fall into a slow and steady decline until it came into
possession of another man or group of men suited
to the occasion.” “That these men can be
produced at will by a board of directors, represent-
ing stockholders, as in the case of banks and rail-
roads, the evidence of the past does not indicate.”

But a few days after the delivery of this address
its pith and point is brought out by the action of the
Illinois Press Association in the inauguration of an
editors’ Hall of Fame, of which an account reads:
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“Bronze busts of eight outstanding figures in the
newspaper chronicles of the State and nation were
unyeiled in the auditorium on the University of
Illinois campus as the nucleus of the gallery spon-
sored by the Illinois Press Association.” In this list
of the early editors thus commemorated we find the
following nationally known and revered names
among others not, perhaps, so well known: Victor
Freemont Lawson, 185041925, editor and publisher
of the Chicago “Daily News”; Joseph Meharry
Medill, 1823-1899, builder of the Chicago “Tribune”;
Elijah Parish Lovejoy, 1802-1837, martyred anti-
slavery editor of the Alton “Observer,” and Edward
Wiyllds Seripps, 1845-1926, originator of the United
Press, N. E. A., and other press associations. These
men were not only pioneers in the “profession,” they
were developers of the form, scope and policy of the
newspaper as we know it in its best sense of to-day,
albeit the “press” has undergone huge changes from
the primitive issues they originally sponsored. In
this respect the lifework of Lawson, Medill, and
Scripps is indelibly preserved in the newspaper of
the present time.

In carefully characterizing the newspaper as now
conducted we are disposed to use the conjunction
and, and say it is a profession and business. We
place “profession” first for on its mind and purpose
depends its chief value. On its “business” depend
its strength and success. These two phases are inti-
mately associated, are sympathetic, and determine
its course. As a paper leans toward pure sensation-
alism in order to attract readers and advertisers, it
not only loses a part of its dignity but interferes
with its independent purpose to advance human wel-
fare. On the other hand the newspaper must live—
must meet all competition by “business” methods.

Yet business rightly conducted is on an ever higher
plane, and there is nothing to fear in this direction
provided there is no sacrifice of principle and pur-
pose to monetary success. Nevertheless, while this
sympathetic association exists between the editorial
and business departments they are widely separated
by their very nature. The “news” has come to cover

the world. The editorial comment on the news is
guided by the innate purpose of the public good.

The “news” embraces city, country, world, all
activities, interests. Editorial comment must be
more specific. Yet the editorial chair sweeps the
world of news with the telescope of the telegraph,
cable and wireless. And just as, according to a
recent utterance of President Hoover, the sum of
our civilization is the sum of our activities, thoughts
and purposes as individual citizens, so editorial
opinion is made up of this wide view of human
affairs. It does not and cannot ask permission of
the business office for its expressions. Where the
editor and publisher are one there may be a unified
direction of all comment and all business. But, as
said before, there is no conflict, no subtle purpose
here. The editor in his “sanctum,” the business man-
ager in his office, though they may be invested in
one man, the same man, are separate and apart.
They are not thinking of each other. They are not
playing into each other’s hand. If and when they
do they are sacrificing independence to expediency.
The paper becomes wobbly and uncertain. It is
blown hither and thither by the currents of society,
politics, and trade. It becomes all things to all men.
There is more to be read between the lines than the
public appreciates. Every day and week, even in

the mere printing of the news, much is discarded.
The editor studies the tendencies and trends in all
the news that comes under his eye. He selects, dis-
criminates, divides. His opinion is gathered from
wide observation, intense contemplation, a fine
sense of responsibility, and a courageous devotion
to an ideal. To call up the circulation and adver-
tising departments for permission to comment, and
for the right to criticize would be fatal to the soul
of the journal. It simply is not done.

Many try to read a business design into the edi-
torial policies. They see a sinister power behind
every course that is taken. The complexities of the
business interests themselves, their |differences,
distinctions and oppositions, ought to show the folly
of this 'suspicion. Yet, and we may repeat the
thought, the good of the people is embodied in good
“business.” To advocate freedom and enterprise
in this business world can never be contrary to the
public good. And so broad is the field, so extensive
the enterprises, so complex the endeavors, that the
editorial purpose which binds itself to any form of
favoritism must soon find it makes as many enemies
as supposed friends. The editor and his assistants
are in truth engaged in a “profession.” They are
teachers of the times. They mould human thought—
and yet their own work does not “settle anything.”
The people think for themselves. They read the edi-
torial page for views of other minds, for pointers
as to the importance of news events, for independent
discussions to which they may give assent or dissent.

New Orleans Cotton Exchange Declares
Opposition to Farm Board Policy.

The New Orleans Cotton Exchange has joined the
constantly swelling ranks of those who are opposed
to the policy of the United States Government en-
gaging in private business. Diplomatic reasons
might have prompted the New Orleans Exchange to
remain discreetly silent on a subject which is now
engrossing the attention of business interests gen-
erally. However, the sad state in which the cotton
industry now finds itself as a result of Government
intervention in that particular line of business ap-
peared to make it incumbent for the Board of Direc-
tors of the New Orleans institution to review present
conditions and to place the responsibility where it
justly belongs. This it has done clearly and boldly,
in the following impressive language:

“Under a mistaken impression that values were
unfavorably influenced by over-speculation, when,
in fact, the market was suffering from absence of
speculative confidence, the United States Senate
appointed a committee of investigation. The com-
mittee met in December, but, needless to say, it
exerted no influence. This was followed later on by
the operations of the Government Farm Board,
which, in its attempt to check the downward course
of values, entered into a huge speculation, taking,
it is stated, upwards of a million and a quarter of
bales to be held off the market until such time as
it may be deemed proper to sell. Whatever may
have been the temporary effect of this move, the
fact remains that the Farm Board was helpless to
stem the decline in values which not only reached
their lowest point for the season in July 1930, but
continued to drop with the advent of the new crop
year, until the October 1930 average for middling,
7, was 9.82¢. a pound, a sheer decline from the July
1929 values of nearly $42.50 for a 500-pound bale.

“Ag stated by Secretary Hester, columns upon
columns have appeared in the public prints and else-
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where, seriously criticizing the United States Gov-
ernment for going into business in competition with
its private citizens. The final outcome, of course,
remains to be seen, though similar efforts in the past
by other governments have resulted in failures. We
know, however, in face of governmental efforts in
the way of regulation by Washington and market
efforts by the Farm Board, compared with the July
1929 average, that there has been a shrinkage which
reads for a total of 14,438,000 500-pound bale crop,
such as estimated by the Government for the current
year, of something like 614 millions of dollars. This
is about the face of the figures as they now read,
but it does not by any means follow that they will
hold with an improvement that is hoped for, and it
is believed may follow for the rest of the season, as
the mills of the world must have cotton and there is
a growing determination not to part with holdings
unless at better prices.”

Getting down to the heart of the trouble with the
present cotton situation, the New Orleans Cotton
Exchange Board diagnoses the case as follows:

“The instant need, however, is the instillation of
confidence which can best be secured by removal of
pbstacles which have in a manner assisted in bring-
ing about existing conditions. Naturally, individual
speculators are averse to competing with the Gov-
ernment, and what with the constant interference
by Congress and the operations of the Farm Board,
the life of speculation and investment has been more
or less stifled. Private initiative, which successfully
handled the monster crops of 1925 and 1926, and
even far more difficult situations, can do the same
with the present situation, provided the Government
affords relief by amendment of the Farm Relief
measure or some assurance of ‘hands off” The
methods of co-operation do not enter into the matter.
The farmer should always be entitled to dispose
of his produce through co-operative organizations or
merchants as he may desire; both are trade methods
open to fair, legitimate competition for business, but
Government interference and the use of Government
funds against the business men who furnish such
funds through taxation are unnatural and uneco-
nomical, and must certainly fall of their own weight,
though not without inflicting serious injury to all
and sundry, including those for whom such meas-
ures are claimed to have been enacted.”

This is a strong indictment that the directors of
the New Orleans Cotton Exchange have framed
against the Federal Farm Board policy. But appar-
ently it voices the sentiments of the cotton trade
generally in the South, and, in a measure, of busi-
ness people throughout the whole United States.
Even the financial interests of the country are
directly concerned in this matter, as the Federal
Farm Board, having used up practically $150,000,000
or more of the taxpayers’ money in unprofitable
wheat and cotton deals, is now on the eve of applying
to Congress for another big appropriation. If this ad-
ditional appropriation is made to the I'arm Board, it
seems more than likely that the income tax will have
to be increased to make up the deficitin public funds.
The logical thing to do, therefore, would seem to be
for the business and financial interests of the coun-
try to combine their forces and fight against any
further appropriations for farm relief purposes.
This would be the most effective method of getting
the Government out of the cotton and grain business.

The Operations of the Federal Farm Board—
Warding Off Debentures.

[Editorial in New York *‘Journal of Commerce™ Nov. 19.]
Word comes from Washington that recent purchases of
wheat futures by the Farm Board are to be regarded as a part

of the Administration’s plans designed to prevent Congress
from insisting upon a debenture scheme either at the coming
regular session or at a special session to be called. The
unattached observer may very well begin to wonder just
what there is in a debenture scheme that would be worse
than an indefinite continuance of some of the operations of
the Farm Board. Indeed, it is a fair question whether or not
we are justified in regretting that a full-fledged debenture
plan was not adopted early last year instead of the present
arrangement. It may or may not be true that had such
been the case, conditions at the present time would be worse
than they are now. In any case, however, they are bad
enough now and from all appearances a debenture scheme
still hangs like the sword of Damocles over our heads.
There is reason to believe that the country as a whole is
sick and tired of farm relief in the form that it has been dosed
out to us to date. Had that relief taken the form of a deben-
ture arrangement, we should doubtless by now be as sick
of that—a gain by no means to be scorned.

But however all these things may be, the average man can
hardly refrain from the thought that President Heover,
were he willing even at this late date to take a firm stand
against these eternal and unsound farm subsidies and to
accompany that effort with a broad-gauged program for
genuinely fair treatment for agriculture, could make definite
headway against the current that seems on the surface to
be sweeping us toward disaster. There is reason to balieve
that the President at least is aware of the dangers inherent in
the operations of the Farm Board and of the impossibility
of accomplishing permanent good by means that are now being
employed. A number of outgivings from the White House
have seemed to indicate such a realization on the part of
the Prosident. Yet, despite this fact, actions seem to suggest
an attitude of temporizing and of dealing with the situation by
treating it with a hair of the dog that is doing the biting.
The state of affairs is one that calls for direct, frank, forceful
policies.

One thing is certain, that a continuance of present counsels
of weakness, hesitancy and compromise will succeed only
in making a bad situation worse.

Book Notice.

Tae Unirep Kinepoum: AN INpusTRIAL, COMMERCIAL AND
FinanciAL HanpBook, By Hugh Butler, American
Trade Commissioner, and officers of the United States
Department of Commerce and Department of State,
Washington: Government Printing Office. For sale
by the Superintendent of Documents at $1.75.

This is probably the most elaborate and most useful sur-
vey of the industry, commerce, and finances of the United
Kingdom that is available in a single volume. The work,
which extends to 953 pages and includes a number of maps
and illustrations, is divided into four parts. Part 1, deal-
ing with the general factors in British industry and trade,
covers the principal commodity groups such as coal, ma-
chinery, textiles, &c., presenting under each head “the essen-
tial matter regarding British production and export and
the various phases of the British market for imported goods,
considered especially from the point of view of American
trade)’ A discussion of British overseas trade and of
transportation and communication facilities also falls into
this section.

Part II deals with “the taxation of business, banking
practices, oversea investments, insurance, and public
finance.” Part III, on selling in the British market, takes
up such matters as the selection of representatives and
problems of advertising, distribution, and tariffs. Some
brief but important information about ordinary living con-
ditions in England is also included. Part IV is devoted ex-
clusively to Northern Ireland.

The amount of information brought together in this vol-
ume is very great, and what is offered is rendered more
valuable by frequent comparison with pre-war conditions.
Part I, on industry and commerce, has some excellent intro-
ductory chapters on production, costs, and prices; labor,
unemployment, wages, and living costs, and industrial struc-
ture and efficiency, and, in addition, a long chapter on
British agriculture and the trade in agricultural products.
A chapter on public finance (the budget, taxation, national
debt, and the Bank of England) is included in Part 11, along
with accounts of banking, insurance, and overseas invest-
ments. The remarks on the special characteristics and
peculiarities of the British market should prove of distinct
practical value to American firms doing business in Great
Britain. The statistical material is, in general, brought
down to 1928, the latest date at which official reports are
available.
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Message of President Hoover to Congress—Appropriation of from $100,000,000 to
$150,000,000 Asked for Construction Work to Help Unemployment Condi-
tions—Appropriation for Seed and Feed Loans for Farmers Also Proposed—
Deficit Estimated of About $180,000,000 in Government Revenues—Legis-
lation Asked to Further Railroad Consolidation—Capital-Gains Tax and
Anti-Trust Laws to Be Subject of Inquiry—Message on World Court Later.

With the convening of the third and final session of the
71st Congress on Monday, Dee. 1, the President’s Annual
Message to that body was presented to it on the following
day, Dec. 2, when it was read in both the Senate and the
House. President Hoover’s remarks at the outset dealt
with the economic depression of the past year, and in stating
that “the world at large is readjusting itself to the situation,’”’
he made the further comment that “we should remember
that these occasions have been met many times before, that
they are but temporary, that our country is to-day stronger
and richer in resources, in equipment, in skill than ever in
its history.”” He went on to say: “We are in an extraordi-
nary degree self-sustaining, we will overcome world influences
and will lead the march of prosperity as we have always done
hitherto.”” The various measures undertaken to relieve the
unemployment conditions were alluded to by the President—
these including the action taken by National, State and local
governments, as well as the co-operation of business and
industry. According to the President, ‘“the number of
those wholly out of employment seeking for work was
accurately determined by the Census of last April as about
2,500,000. He added: ‘“The Department of Labor index
of employment in the larger trades shows some decrease in
employment since that time. The problem from a relief
point of view is somewhat less than the published estimates
of the number of unemployed would indicate.”” The Presi-
dent had previously made known his intention (referred to
in our issue of Nov. 15, page 3135) to recommend to Con-
gress “‘a special emergency appropriation to be applied to
the further intensification of public works, public buildings
and other forms of Federal construction,” the proposed
program being in addition to that already provided for
involving an expenditure of $500,000,000. In his Message
to Congress this week he said:

I have canvassed the departments of the Government as to the maximum
amoung that can be properly added to our present expenditure to accelerate
all construction during the next six months, and I feel warranted in asking
the Congress for an appropriation of from $100,000,000 to $150,000,000
to provide such further employment in this emergency. In connection
therewith, we need some authoricy to make enlarged temporary advances
of Federal highway aid to the Staces.

I recommend that this appropriation be made distributable to the dif-
ferent departments upon recommendation of a committee of the Cabinet
and approval by the President. Its application to works already author-
ized by the Congress assures its use in directions of economic importance
and to public welfare. Such action will imply an expenditure upon con-
struction of all kinds of over $650,000,000 during the next twelve months.

The President also directed his remarks to “the world-
wide depression’’ affecting “‘agriculture in common with other
industries,” and to the drouth suffered in the agricultural
regions, and in behalf of the farmers he recommended that
“an appropriation should be made to the Department of
Agriculture to be loaned for the purpose of seed and feed for
animals.”” The declining revenues of the Government were
also referred to in the President’s annual message, in which
he reported an estimated deficit of about $180,000,000
for the present fiscal year. The Government finances were
dealt with in more detail by the President in his budget
message, sent to Congress on Dee. 3, and which will be found
elsewhere in this issue of our paper. In recommending in
his annual message that Congress institute an inquiry into
some aspects of the economic working of the anti-trust laws,
the President said: .

I do not faver repeal of the Sherman Act. The prevention of monopolies
is of most vital public importance. Competition is not only the basis of
protection to the consumer, but is the incentive to progress. However,
the interpretation of these laws by the courts, the changes in business,
especially in the economic effects upon those enterprises closely related
to the use of the natural resources of the country, make such an inquiry
advisable.

The producers of these materials assert that certain unfortunate results
of wasteful and destructive use of these natural resources, together with
a destructive competition which impoverishes both operator and worker,
€an not be remedied because of the prohibitive interpretation of the anti-
trust laws. The well-known condition of the bituminous coal industry is
an illustration.

The President pointed out that ‘‘further legislation is
necessary to facilitate railroad consolidation,”” with regard
to electric power, he made the statement that he had in a
previous message recommended effective regulation of inter-

State electrical power, and he noted that “such regulation
should preserve the independence and responsibility of the
States.”’

As to legislation in behalf of Veterans the President said:

The nation has generously expanded its care for veterans. The consoli-
dation of all veterans' activities into the Veterans' Administration has
produce substantial administrative economies. The consolidation also
brings emphasis to the inequalities in service and allowances. The whole
subject is under study of the administrator, and T recommend it should
also be examined by the committees of the Congress.

With respect to the ‘‘capital-gains tax the President
stated that “it is urged by many thoughtful citizens that the
peculiar economie effect of the income tax on so-called capital
gains at the present rate is to enhance speculative inflation
and likewise impede business recovery. I helieve this to
be the case and I recommend that a study be made of the
economic effects of this tax and of its relation to the general
structure of our income tax law.”” A revision of our immi-
gration laws “upon a more limited and more selective basis,
flexible to the needs of the country’’ was among the recom-
mendations of the President, who also urged “the strength-
ening of our deportation laws so as to more fully rid ourselves
of criminal aliens.”” The President reviewed the legislation
completed at the last session of Congress and noted that
“the Congress has before it legislation partially completed
in the last sitting in respect to Muscle Shoals, but regulation,
relief of congestion in the courts, reorganization of border
patrol in prevention of smuggling, law enforcement in the
Distriet of Columbia, and other subjects.”” It is desirable
he said that these measures should be completed. The
President stated that “our relations with foreign countries
have been maintained upon a high basis of cordiality and
good will, and he brought his message to a close with the
statement that “I shall, in a special message, lay before
the Senate the protocols covering the statutes of the World
Court which have been revised to accord with the sense of
previous Senate reservations.”’

The message in full follows:

MESSAGE

To the Senate and House of Representatives:

T have the honor to comply with the requirement of the Constitution
that T should lay before the Congress information as to the state of the
Union, and recommend consideration of such measures as are necessary
and expedient.

Substantial progress has been made during the year in national peace
and security; the fundamental strength of the Nation's economic life is
unimpaired: education and scientific discovery have made advances: our
country is more alive to its problems of moral and spiritual welfare.

ECONOMIC SITUATION.

During the past 12 months we have suffered with other Nations from
economic depression.

The origins of this depression lie to some extent within our own
borders through a speculative period which diverted capital and energy
into speculation rather than constructive enterprise. Had overspecu-
lation in securities been the only force operating, we should have seen
recovery many months ago, as these particular dislocations have gen-
erally readjusted themselves.

Other deep-seated causes have been in action, however, chiefly the
world-wide overproduction beyond even the demand of prosperous
times for such important basic commodities as wheat, 1ubber, coffee,
sugar, copper, silver, zine, to some extent cotton, and other raw materials.
The cumulative effects of demoralizing price falls of these important
commodities in the process of adjustment of production to world con-
sumption have produced financial crises in many countries and have
diminished the buying power of these countries for imported goods to a
degree which extended the difficulties farther afield by creating un-
employment in all the industrial nations. The political agitation in
Asia; revolutions in South America and political unrest in some Euro-
pean States: the methods of sale by Russia of her increasing agricultural
exports to European markets: and our own drouth—have all contributed
to prolong and deepen the depression.

In the larger view the major forces of the depression now lie outside
of the United States, and our recuperation has been retarded by the un-
warranted degree of fear and apprehension created by these outside forces.

The extent of the depression is indicated by the following approximate
percentages of activity during the past three months as compared with
the highly prosperous year of 1928:

Value of department store sales 93% of 1928
Volume of manufacturing production . - 80% of 1928
Volume of mineral production - 90% of 1928
Volume of factory employment . 84% of 1928
Total of bank deposits 105% of 1928
Wholesale prices—all commodities. . - 83% of 1928
Cost of living_ . 94% of 1928

Various other indexes indicate total decrease of activity from 1928 of
from 15 to 209%.

There are many factors which give encouragement for the future.
The fact that we are holding from 80 to 85% of our normal activities
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and incomes; that our major financial and industrial institutions have
come through the storm unimpaired; that price levels of major commodi-
ties have remained approximately stable for some time; that a number
of industries are showing signs of increasing demand; that the world
at large is readjusting itself to the situation; all reflect grounds for
confidence. Weshould remember that these occasions have been met
many times before, that they are but temporary, that our country is
to-day stronger and richer in resources, in equipment, in skill, than ever
in its history. We are in an extraordinary degree self-sustaining, we
will' overcome world influences and will lead the march of prosperity
as we have always done hitherto.

Economic depression can not be cured by legislative action or execu-
tive pronouncement. Economic wounds must be healed by the action
of the cells of the economic body—the producers and consumers them-
selves. Recovery can be expedited and its effects mitigated by co-
operative action. That cooperation requires that every individual should
sustain faith and courage; that each should maintain his self-reliance;
that each and every one should search for method of improving his
business or service: that the vast majority whose income is unimpaired
should not hoard out of fear but should pursue their normal living and
recreations; that each should seek to assist his neighbors who may be
less fortunate; that each industry should assist its own employees; that
each community and each State should assume its full responsibilities
for organization of employment and relief of distress with that sturdiness
and independence which built a great Nation.

Our people are responding to these impulses in remarkable degree.

The best contribution of government lies in encouragement of this
voluntary cooperation in the community. The Government, National,
State, and local, can join with the community in such programs and do
its part. A year ago J, together with other officers of the Government,
initiated_ extensive cooperative measures throughout the country.

The.flrslt of these measures was an agreement of leading employers
to maintain the standards of wages and of labor leaders to use their
influence against strife. In a large sense these undertakings have
been adhqred to and we have not witnessed the usual reductions of
wages which have always heretofore marked depressions. The index
of union wage scales shows them to be to-day fully up to the level of
any of the previous three years. In consequence the buying power of
the country has [)een much larger than would otherwise have been the
case. Of equal importance the Nation has had unusual peace in in-
dustry and freedom from the public disorder which has characterized
previous depressions.

Tl)e second direction of co-operation has been that our Governments,
National, State and local, the industries and business so distribute
employment as to give work to the maximum number of employees.

The third direction of co-operation has been to maintain and even
extend construction work and betterments in anticipation of the future.
Tt has been the universal experience in previous depressions that public
works and private construction have fallen off rapidly with the general
tide of depression. Of this occasion, however, the increased authoriza-
tion and generous appropriations by the Congress and the action of
States' and municipalities have resulted in the expansion of public con-
struction to an amount even above that in the most prosperous years.
In addition the co-operation of public utilities, railways, and other large
organizations has been generously given in construction and betterment
work in anticipation of future need. The Department of Commerce
advises me that as a result, the volume of this type of construction work,
which amounted to roughly $6,300,000,000 in 1929, instead of decreasing
will show a total of about $7,000,000,000 for 1930. There has, of course,
been a substantial decrease in the types of construction which could not
be undertaken in advance of need.

The fourth direction of co-operation was the organization in such States
and municipalities, as was deemed necessary, of committees to organize
local employment, to provide for employment agencies, and to effect
relief of distress.

The result of magnificent co-operation throughout the country has
been that actual suffering has been kept to a minimum during the
past 12 months, and our unemployment has been far less in propor-
tion than in other large industrial countries. Some time ago it be-
came evident that unemployment would continue over the winter and
would necessarily be added to from seasonal causes and that the sav-
ings of workpeople would be more largely depleted. We have as a Nation
a definite duty to see that no deserving person in our country suffers
from hunger or cold. T therefore set up a more extensive organization
to stimulate more intensive co-operation throughout the country. There
has been a most gratifying degree of response, from governors, mayors,
and other public officials, from welfare organizations, and from employers
in concerns both large and small. The local communities through their
voluntary agencies have assumed the duty of relieving individual dis-
tress and are being generously supported by the public.

The number of those wholly out of employment seeking for work
was accurately determined by the census last April as about 2,500,000.
The Department of Labor index of employment in the larger trades
shows some decrease in employment since that time. The problem
from a relief point of view is somewhat less than the published esti-
mates of the number of unemployed would indicate. The intensive
community and individual efforts in providing special employment
outside the listed industries are not reflected in the statistical indexes
and tend to reduce such published figures. Moreover, there is esti-
mated to be a constant figure at all times of nearly 1,000,000 unem-
ployed who are not without annual income but temporarily idle in
the shift from one job to another. We have an average of about three
breadwinners to each two families, so that every person unemployed
does not represent a family without income. The view that the relief
problems are less than the gross numbers would indicate is confirmed
by the experience of several cities, which shows that the number of
families in distress represents from 10 to 20% of the number of the
calculated unemployed. This is not said to minimize the very real
problem which exists but to weigh its actual proportions.

As a contribution to the situation the Federal Government is en-
gaged upon the greatest program of waterway, harbor, flood control,
public building, highway, and airway improvement in all our history.
This, together with loans to merchant shipbuilders, improvement
of the Navy and in military aviation, and other construction work of
the Government will exceed $520,000,000 for this fiscal year. This
compares with $253,000,000 in the fiscal year 1928. The construction
works already authorized and the continuation of policies in Govern-
ment aid will require a continual expenditure upwards of half a billion
dollars annually.

T favor still further temporary expansion of these activities in aiq
to unemployment during this winter. The Congress will, however
have presented to it numbers of projects, some of them under the gujsé
of, rather than the reality of, their usefulness in the inerease of employ-
ment during the depression. There are certain common-sense limitations
upon any expansions of construction work. The Government must nog
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undertake works that are not of sound economic purpose and that have
not been subject to searching technical investigation, and which have not
been given adequate consideration by the Congress. The volume of
construction work in the Government is already at the maximum limit
warranted by financial prudence as a continuing policy. To increase
taxation for purposes of construction work defeats its own purpose,
as such taxes directly diminish employment in private industry. Again
any kind of construction requires, after its authorization, a considerable
time before labor can be employed in which to make engineering, archi-
tectural, and legal preparations. Our immediate problem is the increase
of employment for the next six months, and new plans which do not pro-
duce such immediate result or which extend commitments beyond this
period are not warranted.

The enlarged rivers and harbors, public building, and highway plans
authorized by the Congress last session, however, offer an opportunity
for assistance by the temporary acceleration of construction of these
programs even faster than originally planned, especially if the technical
requirements of the laws which entail great delays could be amended in
such fasion as to speed up acquirements of land and the letting of contracts

With view, however, to the possible need for acceleration, we, immedi-
ately upon receiving those authorities from the Congress five months
ago, began the necessary technical work in preparation for such possible
eventuality. I have canvassed the departments of the Government as
to the maximum amount that can be properly added to our present
expenditure to accelerate all construction during the next six months,
and T feel warranted in asking the Congress for an appropriation of from
$100,000,000 to $150,000,000 to provide such further employment in
this emergency. In connection therewith we need some authority to
make enlarged temporary advances of Federal-highway aid to the States.

J recommend that this appropriation be made distributable to the
different departments upon recommendation of a committee of the
Cabinet and approval by the President. Tts application to works already
authorized by the Congress assures its use in directions of economic
importance and to public welfare. Such action will imply an expenditure
upon construction of all kinds of over $650,000,000 during the next
twelve months.

AGRICULTURE.

The world-wide depression has affected agriculture in common with all
other industries. The average price of farm produce has fallen to about
809 of the levels of 1928. This average is, however, greatly affected by
wheat and cotton, which have participated in world-wide overproduction
and have fallen to about 60% of the average price of the year 1928.
Excluding these commodities, the prices of all other agricultural products
are about 849 of those of 1928. The average wholesale prices of other
primary goods, such as nonferrous metals, have fallen to 76% of 1928.

The price levels of our major agricultural commodities are, in fact,
higher than those in other principal producing countries, due to the com-
bined results of the tariff and the operations of the Farm Board. For
instance, wheat prices at Minneapolis are about 309 higher than at
Winnipeg, and at Chicago they are about 20% higher than at Buenos
Aires. Corn prices at Chicago are over twice as high as at Buenos Aires.
Wool prices average more than 80% higher in this country than abroad,
and butter is 309 higher in New York City than in Copenhagen.

Aside from the misfortune to agriculture of the world-wide depression
we have had the most severe drouth. Tt has affected particularly the
States bordering on the Potomac, Ohio and Lower Mississippi Rivers,
with some areas in Montana, Kansas, Oklahoma and Texas. It has
found its major expression in the shortage of pasturage and a shrinkage
in the corn crop from an average of about 2,800,000,000 bushels to about
2,090,000,000 bushels.

On Aug. 14 T called a conference of the Governors of the most acutely
affected States, and as a result of its conclusions T appointed a National
committee comprising the heads of the important Federal agencies under
the Chairmanship of the Secretary of Agriculture. The Governors in
turn have appointed State committees representative of the farmers,
bankers, business men, and the Red Cross, and subsidiary committees
have been established in most of the acutely affected counties. Railway
rates were reduced on feed and livestock in and out of the drouth areas,
and over 50,000 cars of such products have been transported under these
reduced rates. The Red Cross established a preliminary fund of $5,000,~
000 for distress relief purposes and established agencies for its administra-
tion in each county. Of this fund less than $500,000 has been called for
up to this time as the need will appear more largely during the winter.
The Federal Farm Loan Board has extended its credit facilities, and the
Federal Farm Board has given financial assistance to all affected co-
operatives.

Tn order that the Government may meet its full obligation toward
our countrymen in distress through no fault of their own, I recommend
that an appropriation should be made to the Department of Agriculture
to be loaned for the purpose of seed and feed for animals. Tts application
should as hitherto in such loans be limited to a gross amount to any one
individual, and secured upon the crop.

The Red Cross can relieve the cases of individual distress by the
sympathetic assistance of our people.

FINANCES OF THE GOVERNMENT.

A shall submit the detailed financial position of the Government
with recommendations in the usual Budget message. I will at this
time, however, mention that the Budget estimates of receipts and
expenditures for the current year were formulated by the Treasury
and the Budget Bureau at a time when it was impossible to forecast
the severity of the business depression and have been most seriously
affected by it. At that time a surplus of about $123,000,000 was esti-
mated for this fiscal year and tax reduction which affected the fiscal
year to the extent of $75,000,000 was authorized by the Congress, thus
reducing the estimated surplus to about $48,000,000. Closely revised
estimates now made by the Treasury and the Bureau of the Budget
of the tax, postal, and other receipts for the current fiscal year indicate
a decrease of about $430,000,000 from the estimate of a year ago, of
which about $75,000,000 is due to tax reduction, leaving about $355,-
000,000 due to the depression. Moreover, legislation enacied by Con-
gress subsequent to the submission of the Budget enlarging Federal
construction work to expand employment and for increase in veterans’
services and other items, have increased expenditures during the current
fiscal year by about $225,000,000.

Thus the decrease of $430,000,000 in revenue and the increase of
$225,000,000 in expenditure adversely change the original Budget
situation by about $655,000,000. This large sum is offset by the
original estimated surplus a year ago of about $123,000,000, by the
application of $185,000,000 of interest payments upon the foreign
debt to current expenditures, by arrangements of the Farm Board
through repayments, &c., in consequence of which they reduced their
net cash demands upon the Treasury by $100,000,000 in this period,
and by about $67,000,000 economies and deferments brought about in
the Government, thus reducing the practical effect of the change in
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the situation to an estimated deficit of about $180,000,000 for the
present fiscal year. T shall make suggestions for handling the present-
year deficit in the Budget message, but I do not favor encroachment
upon the statutory reduction of the public debt. .

While it will be necessary in public interest to further increase expendi-
tures during the current fiscal year in aid to unemployment by speeding
up construction work and aid to the farmers affected by the drouth,
I can not emphasize too strongly the absolute necessity to defer any
other ‘plans for increase of Government expenditures. The Budget
for 1932 fiscal year indicates estimated expenditure of about $4,054,~
000,000, including postal deficit. The receipts are estimated at about
$4,085,000,000 if the temporary tax reduction of last year be discon-
tinued, leaving a surplus of only about $30,000,000. Most rigid econ-
omy is therefore necessary to avoid increase in taxes.

NATIONAL DEFENSE.

Our Army and Navy are being maintained at a high state of efficiency,
under officers of high training and intelligence, supported by a devoted
personnel of the rank and file. The London naval treaty has brought
important economies in the conduct of the Navy. The Navy Depart-
ment will lay before the committees of the Congress recommendations
for a program of authorization of new construction wiich should be
initiated in the fiscal year of 1932.

LEGISLATION.

This is the last session of the Seventy-first Congress. During its
previous sittings it has completed a very large amount of important
legislation, notably: The establishment of the Federal Farm Board;
fixing Congressional reapportionment; revision of the tariff, including
the flexible provisions and a reorganization of the Tariff Commission;
reorganization of the Radio Commission; reorganization of the Federal
Power Commission; expansion of Federal prisons; reorganization of
parole and probation system in Federal prisons; expansion of veterans'
hospitals; establishment of disability allowances to veterans; consolida~
tion of veteran activities; consolidation and strengthening of prohibition
enforcement activities in the Department of Justice; organization of a
Narcotics Bureau; large expansion of rivers and harbors improvements;
substantial increase in Federal highways; enlargement of public build-
ings construction program; and the ratification of the London naval
treaty.

The Congress has before it legislation partially completed in the last
sitting in respect to Muscle Shoals, bus regulation, relief of congestion
in the courts, reorganization of border patrol in prevention of smuggling,
law enforcement in the District of Columbia, and other subjects.

It is desirable that these measures should be completed.

The short session does not permit of extensive legislative programs,
but there are a number of questions which, if time does not permit
action, T recommend should be placed in consideration by the Congress,
perhaps through committees co-operating in some instances with the
Federal departments, with view to preparation for subsequent action.
Among them are the following subjects:

ELECTRICAL POWER.

I have in a previous message recommended effective regulation of
inter-State electrical power. Such regulation should preserve the in-
dependence and responsibility of the States.

RAILWAYS.

We have determined upon a national policy of consolidation of the
railways as a necessity of more stable and more economically operated
transportation. Further legislation is necessary to facilitate such con-
solidation. Tn the public interest we should strengthen the railways
that they may meet our future needs.

ANTI-TRUST LAWS.

T recommend that the Congress institute an inquiry into some aspects
of the economic working of these laws. T do not favor repeal of the
Sherman Act. The prevention of monopolies is of most vital public
importance. Competition is not only the basis of protection to the
consumer but is the incentive to progress. However, the interpretation
of these laws by the courts, the changes in business, especially in the
economic effects upon those enterprises closely related to the use of
the natural resources of the country, make such an inquiry advisable.
The producers of these materials assert that certain unfortunate results
of wasteful and destructive use of these natural resources together with
a destructive competition which impoverishes both operator and worker
can not be remedied because of the prohibitive interpretation of the
anti-trust laws. The well-known condition of the bituminous coal
industry is an illustration. The people have a vital interest in the
conservation of their natural resources; in the prevention of wasteful
practices; in conditions of destructive competition which may impoverish
the producer and the wage earner; and they have an equal interest in
maintaining adequate competition. I therefore suggest that an inquiry
be directed especially to the effect of the workings of the anti-trust laws
In these particular fields to determine if these evils can be remedied
without sacrifice of the fundamental purpose of these laws.

CAPITAL-GAINS TAX.

Tt is urged by many thoughtful citizens that the peculiar economic
effect of the income tax on so-called capital gains at the present rate
is to enhance speculative inflation and likewise impede business re-
covery. I believe this to be the case and T recommend that a study
be made of the economic effects of this tax and of its relation to the
general structure of our income tax law.

IMMIGRATION,

There is need for revision of our immigration laws upon a more limited
and more selective basis, flexible to the needs of the country.

Under conditions of current unemployment it is obvious that per-
sons coming to the United States seeking work would likly become
either a direct or indirect public charge. As a temporary measure
the officers issuing visas to immigrants have been in pursuance of,
the law, instructed to refuse visas to applicants likely to fall into this
class. As a result the visas issued have decreased from an average of
about 24,000 per month prior to restrictions to a rate of about 7,000
during the last month. These are largely preferred persons under the
law. Visas from Mexico are about 250 per month compared to about
4,000 previous to restrictions. The whole subject requires exhaustive
reconsideration.

DEPORTATION OF ALIEN CRIMINALS.

T urge the strengthening of our deportation laws so as to more fully
rid ourselves of criminal aliens. Furthermore, thousands of persons
have entered the country in violation of the immigration laws. The
very method of their entry Indicates their objectionable character, and
our law-abiding foreign-born residents suffer in consequence. I recom-

mend that the Congress provide methods of strengthening the Govern-
ment to correct this abuse.
POST OFFICE.

Due to deferment of Government building over many years, previous
administrations had been compelled to enter upon types of leases for
secondary facilities in large cities, some of which were objectionable as
representing too high a return upon the value of the property. To
prevent the occasion for further uneconomic leasing T recommend that
the Congress authorize the building by the Government of its own
facilities.

VETERANS.

The Nation has generously expanded its care for veterans. The con-
solidation of all veterans’ activities into the Veterans’ Administration
has produced substantial administrative economies. The consolidation
also brings emphasis to the inequalities in service and allowances. The
whole subject is under study by the administrator, and I recommend
it should also be examined by the committees of the Congress.

SOCIAL SERVICE,

1 urge further consideration by the Congress of the recommendations
I made a year ago looking to the development through temporary Federal
aid of adequate State and local services for the health of children and
the further stamping out of communicable disease, particularly in the
rural sections. The advance of scientific discovery, methods, and
social thought imposes a new vision in these matters. The drain upon
the Federal Treasury is comparatively small. The results both economic
and moral are of the utmost importance.

GENERAL.,

It is my belief that after the passing of this depression, when we can
examine it in retrospect, we shall need to consider a number of gther
questions as to what action may be taken by the Government to remove
possible governmental influences which make for instability and to better
organize mitigation of the effect of depression. It is as yet too soon to
constructively formulate such measures.

There are many administrative subjects, such as departmental reor-
ganization, extension of the civil service, readjustment of the postal
rates, &c., which at some appropriate time require the attention of the
Congress.

FOREIGN RELATIONS.

Our relations with foreign countries have been maintained upon a
high basis of cordiality and good will.

During the past year the London naval pact was completed, approved
by the Senate, and ratified by the governments concerned. By this
treaty we have abolished competition in the building of warships, have
established the basis of parity of the United States with the strongest of
foreign powers, and have accomplished a substantial reduction in war
vessels.

During the year there has been an extended political unrest in the world.
Asia continues in disturbed condition, and revolutions have taken place
in Brazil, Argentina, Peru, and Bolivia. Despite the jeopardy to our
citizens and their property which naturally arises in such circumstances,
we have, with the co-operation of the governments concerned, been able
to meet all such instances without friction.

We have resumed normal relations with the new Governments of
Brazil, Argentina, Peru, and Bolivia immediately upon evidence that
they were able to give protection to our citizens and their property, and
that they recognized their international obligations.

A commission which was supported by the Congress has completed
its investigation and reported upon our future policies in respect to
Haiti and proved of high value in securing the acceptance of these
policies. An election has been held and a new government established.
We have replaced our high commissioner by a minister and have begun
the gradual withdrawal of our activities with view to complete retirement
at the expiration of the present treaty in 1935.

A number of arbitration and conciliation treaties have been completed
gl' negotiated during the year, and will be presented for approval by the

enate.

I shall, in a special message, lay before the Senate the protocols cover-
ing the statutes of the World Court which have been revised to accord
with the sense of previous Senate reservations.

The White House, Dec. 2 1930. HERBERT HOOVER.

Budget Message of President Hoover—Continued Cut
in Income Tax Not Warranted with Estimated
Deficit in Government Revenues of $180,000,000
in Current Fiscal Year—Appropriations for 1932.

In his annual budget message, sent to Congress on Dec. 3,
President Hoover pointed out that “for the current fiscal
year 1931, there has been a material change in our financial
situation as now estimated, as compared with the estimates

. 2 ’
presented a year ago in the 1931 budget.” *“At that time,”
says the President, ‘it was estimated that the receipts would
total $4,225,727,666 and the expenditures $4,102,938,700,
which forecasted a surplus of $122,788,966. Here again
the surplus estimated did not reflect the effect of the tem-
porary tax reduction recommended in that budget which
it was anticipated would cause a reduction of over $75,-
000,000 in the receipts for the fiscal year 1931. Therefore,
with this adjustment the surplus estimated at this time

”
last year would have been about $45,000,000.” The
President went on to say:

Due to the depression, it is now estimated that the income of the Goy-
ernment in taxes and in postal receipts for the current fiscal year will
probably fall below the anticipation by over $430.000,000. Moreover,
the measures taken to increase employment by the expansion of con-
struction activities in the Government under the authorization of Congress,
together with other items of increase, including the increase in veterans®
services enacted by Congress, represent a very material increase in Govern-
ment expenditures of over $225,000,000.

This would indicate a change in the situation from the estimates of the
last budget of nearly $655,000,000. This large sum, however, is partially
met by the application of $185,000.000 of interest payments on the foreign
debt to current expenditures and by arrangements of the Federal Farm
Board by which they reduced their net cash demands upon the Treasury

by $100,000,000 during this period. These sums, together with economies
brought about in the Government, reduce the practical effect of the change
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in the finsncial situation to a present estimated deficit of appreximately
$180.000,000 for the current fiscal year.

The President stated that he does not “look with favor
on any attempts to meet this deficit by reduction of the

statutory redemption of the public debt, which now amounts |

to about $440,000,000 per annum. Nor,” he continued,

“do I look with great concern upon this moderate deficit |

for the current fiscal year, which, in fact, amounts to less
than 5% of the total Government expenditure. The

adverse balance can be met by reducing the general fund |

balance from the amount in it at the beginning of the year,
supplemented, if necessary, by temporary borrowing by
the Treasury.” The President stated that ““it will probably
be necessary for Congress to appropriate additional money
for expenditure within the present fisecal year in order to
increase employment and to provide for the drouth situation”
and he noted that he had presented this matter in his annual
message, which we give elsewhere. ‘“While this,” said the
President, “will operate to increase the amount of the
deficit as above estimated, I believe such increase can be
accommodated by the methods indicated. On the other
hand, no appropriations should be made for such purposes
which look beyond such action as will ameliorate the imme-
diate situation during the next six months.”

Referring to the reduction in the income tax granted by
Congress on incomes for the calendar year 1929, the Presi-
dent said: “I wish that it were possible to continue this
reduction for the taxes upon incomes of the calendar year
1930. I regret that the present outlook for heavy decrease
in probable income and the necessity to increase public
works and aid to employment does not warrant the con-
tinuation of the reduction at the present time.”

For the fiscal year 1931 total receipts are estimated at
$3,834,865,243 and expenditures $4,014,941,900, leaving a
deficit of $180,076,657. The appropriation estimated for
1932 is $3,932,842,411, comparing with $3,711,498,488 for
1931—this represénting an increase of $221,343,923 in 1932
over 1931.

In concluding his message, the President said:

1 realize that, naturally, there will be before the Congress this session
many legislative matters invelving additions to our estimated expenditures
for 1032, and the plea of unemployment will be advanced as reasons for
many new ventures, but no reasonable view of the outlook warrants such
pleas as apply to expenditures in the 1932 budget. I have full faith that
in acting upon these matters the Congress will give due consideration to
our financial outlook. I am satisfied that in the absence of further legisla-
tion imposing any considerable burden upon our 1932 finances we can
close that year with a balanced budget.

When we stop to consider that we are progressively amortizing our
public debt, and that a balanced budget is being presented for 1932, even
after drastic writing down of expected revenue, I believe it will be agreed
that our Government finances are in a sound condition.

The following is the message in full:
To the Congress of the United States:

1 have the honor to transmit herewith the budget of the United States
for the fiscal year ending June 30 1932. A comparison between the esti-
mates of appropriations for 1932 and the appropriations for 1931 is set
forth in the following table:

Esttmates, xAppro;

1932. pp’l&'f.u -

Leglslative establishment:
$3,252,522.00
8,182,208.00
10,336,609.00
175,082.00
2,457,722.00
4,294,000.00
185,050.00
$28,883,283.00

$473,400.00

$3,244,744.00
8,176,754.00
8,472,417.58
194,560.00
3,767,742.00
3,270,000.00
185,050.00

$27,311,267.58

Botaniec Garden

Library of Congress
Government Printing Off
Miscellaneous

Total, legislative establishment. . ... anee

Executive OffIee. e e ccceamnanun b e Sbaes
Independent establishments:
Alaska relief funds. - ccccecemmaauans R
American Battle M C
‘Arlington Memorial Bridge Commission

00.00

654,460.00
201,470.00
1,678,442.00
9,995.00
4,736,380.00
10,087,260.00
1 000.00

Commission of Fine Arts.
Employes' C fon C
Federal Board for Vocational Education
Federal Farm Board
Federal Oil Conservation Board.
eral Power Commissi

Federal Radlo Commission..
Federal Reserve Board
Federal Trade Commission..
General Accounting Office
\George Rogers Clark Sesquicentennial Co
George Washington Bicentennial Comm. ...
Housing Corporation
Individual records, civil service retirements
I C ce on -
Investigation of enfor

and other 1aWs. - e cceaccmcamena
Mount Rush ¢ Natlonal M {al Comm.
Natlonal Advisory Comm. for Aeronautics. .
National Capital Par and kP! anning Comm...
Personnel Classification Board
Porto Rican Hurricane Relief Commission.. .
Protecting interests of the United States In

1,609,200.00
1,625,986.00
4,363,320.00

800,000.00

150,000.00
- 10,329,963.00

250,000.00
60,000.00
11'321 ,000.00

1,053,790.00
4,000,000.00

220,830.00
2,000,000.00

20,000.00
5,595,685.00
,000.00
1,212,924.00
4 00

1,240,000.00
9,538.00

4,289,044.00
100,000.00
1,208,671.00
1,000,000.00
785,000.00
15,760.00

Supreme Court Building Commissio
“Tariff Commission
United States Geographic Board.

for FRASER

| Independent establishments—(Concluded)—

i Department of Justice.

Estimates,
¥ 1932.

39,406,000.00
046,289,758.00

xAppropriations;
1931,
United States Shipping Board and Merchant
Fleet Corporation

Veterans® Administration- ...
Yorktown Sesquicentennial Commi:

6,346,000.00
¥836,244,020.00
8,000.00

Total, Executive Office and independent
establishments $1,148,354,811.00

$225,637,476.00
54,638,226.00
85,345,211.73 v
51,988,261.00 245,39 d
13,446,400.00 12,230,170.00
349,628,298.00 382,505,193.26

735,003,057.00 725,844,097.00
114,041,000.00 111,202,200.00
17,731,306.34 17,816,022.14
281,296,380.00 359,638,676.00
464,645,806.00 456,041,951.00
47,796,047.00 48,397,432.00

$3,303,344,355.22

$895,321,171.00

$173,145,474.50
54,619,485.00

Department of Agriculture.
Department of Commerce -
Department of the Interior.

Department of Labor

Navy Department . -

Postoffice Department:
Postal Service payable from postal revenues.
Postal deficiency payable from Treasury....

State Department . - -

Treasury Department

War Department, including

District of Columbia

Total, ordinary, including Postal Service- _$3,618,335,563.07

Reduction in prineipal of the public debt:
Sinking fund
Other redemptions of the debt

£409,410,600.00
59,099,305.00

$392,152,200.00
48,846,000.00
$440,998,200.00

Principal of the public debt
603,000,000.00

Interest on the public debt

$468,509.,905.00
581,000,000.00

Total, including Postoffice Department
and Postal Service $4,667,845,468.07
Deduct Postal Service payable from postalrevs.  735,003,057.00

Total payable from the Treasury $3,032,842,411.07 $3,711,498,488.22

x Exclusive of the annual cost of the act approved July 3 1930, amending the
classification act of 1923, estimated at $3,975,292.

y Figures for 1931 include the appropriations transferred under the act of July 3
1030, from the Interior Department (pensions) and the War Department (National
Homes for Disabled Volunteer Soldiers).

z Figures for 1931 include appropriations transferred under the acts of May 27
1930, and June 17 1930, from the Treasury Department (Prohibition Bureau and
the United States Customs Court).

The total of the estimites of appropriations payable from the Tre:sury
shown in the foregoing table is $221,000,000 more than the appropriations
for 1931. The estimates for 1932, however, conzain $100.000,000 for the
revolving loan fund of the Federal Farm Board for waich no amount
appears in the 1931 apprepriations.  Of other large items of increase the
Veterans' Administration calls for $110,000,000, the Shipping Board
$35,000.000, the rond program $51,500,000, while tax repayments are
estimated at $92.000,000 less. :

For the purposes of comparing the
priations for 1931, the lxrge items which
are set forth below:

$4,437,342,585.22
725,844,097.00

estimates for 1932 with the appro-
involve either increase or decrease
Increase. Decrease.
Legislative establishment:
House Office Building- -
Senate Office Building...
Library of Congress Annex
Enlarging Capltol grounds
Library of Congres, Vollbehr Collection.
Government Printing Office Building
Independent establishments:
Federal Farm Board. - cceocacccecececmmameecaean=
George Rogers Clark Sesquicentennial Commission.....
National Capital Park and Planning Commission......
Pué)llci Bulldings and Public Parks of the National
ADItal cmecccccccecemmmmmscccmmmmamnacacoman=
United States Shipping Board and Merchant Fleet
Corporation—
Shipping fund
Construction loan fund
United States Supreme Court Bullding

100,000,000
800,000
3,000,000
1,300,000

35,000,000
2,750,000

Veterans' Administration—
General administration and hospitalization
Military and naval 1
Military and naval insurance,
Government life Insurance.- -
Army and navy pensions
Hospital and domiciliary construction.

Total Veterans’ Administration.

Department of Agriculture:
Forest Service
Plant quarantine and control-
Forest roads
Federal-ald roads
Mount Vernon Highway
Flood relief roads.
Department of Commerce:
Aeronautics Branch. occoceeoaao escscsnscmersanan
Bureau of the Census.
Bureau of Standards
Department of the Interior:
Indian Service.
Indian truss funds...
Bureau of Reclamation
Natlonal parks, land purch -
St. Elizabeth’s Hospital, construction. - coceeea-o ‘s
Department of Justice:
Bureau of Prc lon
Expenses, &c., United States courts
Penal and correctional institutions.
Department of LabOr - cccammccanecnacaeeenn ceenmwans
Navy Department:
Bureau of Engineering
Bureau of Supplies and A
Bureau of Aeronautics
Major alterations of vessels.
Increase of the navy
Postal Service—Deficlency
Treasury Department:
Refunding taxes illegally
Construction of public

‘War Department:
Buildings at military posts.
Other Quartermaster Corps items..
. Alr Corps
Maintenance an
Annual appropriation.
Permanent speeific and indefinite appropriations..
District of Columbia:
Municipal Centre.
Net increase other items
Public debt:
Reduction of prineipal

There are certain items whicn affect these increases and decreases which
1 feel require special comment.
Shipping Board.
The estimates for the Shipping Board contained in this budget show a
net increase of about $33,000,000 over the appropriation for 1931. This
increase is due to the estimate of $35,000,000 for the construction-loan




3596 FINANCIAL

CHRONICLE

[Vor. 131.

fund of the Shipping Board, which is a new item of appropriation. Here-
tcfore all authorized loans for the construction of ships by private parties
have been met by the receipts credited to the construction-loan fund of the
Shipping Board arising from sales of ships or property and other sources.
There will be required, however, a direct appropriation to the credit of
this fund to provide for authorized loans during the fiscal year 1932. De-
creases in the 1932 estimates of the Shipping Board for other purposes
amount to approximately $2.000,000, so that the net increase is $33,000,000.
Vetera:s’ Administration.

Under the authority contained in the Act of Congress entitled “An Act
to authorize the President to consolidate and co ordinate governmental
activities affecting war veterans,’ approved July 3 1930, there have been
transferred to and consolidated in the Veterans’ Administration the duties,
powers and functions which devolve by law upon the Bureau of Pensions
of the Interior Department, the National Home for Disabled Volunteer
Soldiers and the United States Veterans’ Bureau.

The activities of the War Department dealing with the payment of the
annuities preseribed in the Acts of Congress approved May 23 1908, and
Feb. 28 1929, and the furnishing of artificial limbs, trusses and surgical
appliances under the laws recited in Chapter 5, Title 38, United States Code,
have also been transferred to the Veterans’ Administration.

For the first time there is presented in the estimates of one establishment
the funds necessary to carry on the activities of the government which
deal directly with the administration of veterans’ affairs. The total of the
estimate is $946,289,000, but not all of this pertains to veterans’ affairs.
Approximately $21,000,000, which pertains generally to the civil service
retirement fund and the administration of the retirement law, has no
application to veterans as such. This function was transferred to the
veterans’ administration because it formed a part of the duties of the
Bureau of Pensions which was merged intact into the new establishment.

The estimate for the veterans’ administration contained in this budget
is approximately $110,000,000 in excess of the appropriations for similar
purposes for 1931. The-principal items of increase are in general adminis-
tration and hospitalization, $17,428,000, which is due principally to en-
larged operating costs occasioned by the increase in the number and capacity
of hospitals and domiciliary facilities; military and naval compensation,
$71,300,000; construction of new hospitals and domiciliary facilities,
$9,350,000, and Civil War and Spanish-American War pensions, $9,500,000.

I feel confident that in the absence of the consolidation of veterans'
affairs made possible by the Act of Congress approved July 3 1930, we
would have required a larger appropriation for 1932 to serve the same
burposes as are contemplated by the estimate contained in this budget.

Agricuiture.

The estimates for the Department of Agriculture for 1932 carry ap-
proximately $56,740,000 in excess of the appropriations for the current
fiscal year 1931. The major pcrtion of this increase, $51,500,000, is for the
construction of roads in the Federal highway system and for forest roads
and trails. Other increases are for agricultural research work, $2,000,000;
for service work for the general public, including the Weather Bureau
service, $2,440,000, and for enforcement of regulatory laws, $800,000.

Treasury Department.

In the estimates of the Treasury Department for the fiscal year 1932 the
principzl item of decreases from the appropriations for the fiscal year 1931
is $92,000,000 for refunding taxes illegally collected. On the other hand
the principal items of increuse over 1931 are $10,300,000 pertaining to the
construction of public buildings and $1,000,000 for the Customs Service.
In total, the estimates for the Treasury Department for 1932, compared
with the appropriations for 1931, show a decrease of $78,342,000. This,
however, is only an apparent reduction in so far as amounts available for
expenditure within the respective fiscal years are concerned.

The appropriations for the Treasury Department include a number of
double-year and no-year items. It is estimated that the result of operations
under these appropriations will be a reduction in expenditures in 1931 of
$30,000,000, and an increzse in the amount available in 1932 of 859,400,000,
On this basis the amount available in 1932 will be oyer $11,000,000 in
excess of 1931.

District of Columbia.

For the municipal government of the District of Columbia there is being
requested 347,796,000, which is a decrease of $601,000 from the appro-
priations for 1931. However, the 1931 appropriations provided $£3,000,000
for the purchase of land and £65,000 for the preparation of plans and designs
of buildings for the municipal centre, which are non-recurring items.
Deducting these amounts, the estimate for 1932 is $2,465,000 in excess of
the appropriation for 1931.

I may add that the estimate for 1932 does not contain any amount for
commencing actual construction for the municipal centre for the reason
that the preparation of plans, designs and estimates of cost have not
progressed to a point which permits of a limit of total cost being expressed
in the estimate.

The commissioners of the District of Columbia believe that approxi-
mately $1.500,000 will be required to commence construction work and
they are reserving that amount from the estimated revenues of the District
of Columbia. In considering the amount ayailable for appropriation for the
District of Columbia this amount has been withheld from the estimates
of 1932 solely with a view to later presentation when more complete in-
formation is available. I mention this so as to prevent any possible mis-
understanding that the omission of the amount of $1,500,000 from this
budget would leave excess funds of the District of Columbia available for
appropriation for other purposes.

Buldings.

The progress made by the Treasury Department under the program to
house Federal activities in Washington and throughout the country in
government-owned buildings has been greatly accelerated during the past
Yyear by a considerable enlargement of the program, expedition in acquiring
sites, and the removal of restrictions on the employment of outside archi-
tectural services. The original public building Act of May 25 1926, au-
therized the expenditure of $15.000,000, in addition to sums already
provided, for the completion of 69 projects authorized prior to 1926. It
also authorized the expenditure of $50,000,000 for buildings in the District
of Columbia, and $100,000,000 for the country at large.

An Act approved Feb. 24 1928, amended the origina Act by increasing
the authorization for buildings outside the District of Columbia $100,000,-
000. A recent Act, approved March 31 1930, further amended the two
prior Acts by increasing the District of Columbia program for construction
$100,000,000, and the program outside the district $115,000,000. The
purchase of additional land in the District of Columbia at an aggregate
cost of $40,000,000 has also been authorized. The tcetal public buildings
prozram, therefore, under preseny authorizations, amounts to $520,000,-
000, to which should be added whatever amounts are derived from the sale
of obsolete sites and buildings.

In furtherance of the purposes of this legislation specific authorizations
have been made for 535 projects at limits of cost aggregating $378,560,000.
To finance the projects, on the basis of providing for maturing obligations,

appropriations have been made to the amount of $149,586,000. The total
expenditures to Oct. 31 1630, amount to 877,027,625.80 of which $8,481,-
550.29 is chargeable to authorizations prior to 1926, leaving a balance
available for further expenditure of $72,558,379.09. The amount which
will be expended during the remaining eight months of the current fiscal
year is estimated at 256,000,000 The appropriaiion balance then remain-
ing, added to the $60,000,000 carried in this budget, will permit of ex-
penditures somewhat in excess of $76,500,000 during the firsc 1 year 1932.
The expenditure progrem for the 20-month period from Nov. 1 1930, to
June 30 1932, therefore amounts to upward of §132,500,000, and it is fully
expected that this program will be carried out.

In addition to the building program 2s above outlined, appropriations
amounting to $23,680,000 have also been made under the authorization of
$40,000,000 for the purchase of addiional land in the District of Columbia.
The expenditures to Oct. 31 1930, amount to $13,234.030.45, and ap-
proximately $7,600,000 will be spent during the remainder of the current
fiscal year. The expenditures during the fiscal year 1932 are estimated at
upward of $7,500,000, and for this purpose provision for an additional
appropriation of $5.000,000 is carried in this budget.

The War Department is also carrying forward a builidng program,
involving an ultimate expenditure of about $160,000,000, for the housing
of military personnel and utilities, made necessary by the need for replacing
‘World War temporary construction and to provide generally for the increase
in the pre-war strength of the regular army. There has already been
appropriated for this purpose $53,348,000, and $14,700,000 is carried in the
estimates for 1932, with authority to make confracts for $3,000,000 addi~
tional. The estimates for 1932 also carry $2,625,000 for technical buildings
for the Air Service of the army and $1,530,000 for other buildings for various
purposes for the army and the Panama Canal.

For buildings and structures for the navy the budget carries estimates
aggregating $9,542,500, of which $50,000 is for the purchase of necessary
land.

To complete the $15,000,000 program for additional hospital facilities for
the veterans' administration $7,950,000 is provided in this budget for
liquidating contracts previously authorized by the Congress and $3,400,-
000 is provided for construction work at branches of the National Home
for Disabled Volunteer Soldiers.

A total of $2,550,000 is estimated for new building construction for the
Indian Service, including reservation and non-reservation schools, hospitals
and administration buildings.

The estimates for the Department of Justice include provision for con-
struction at the Atlanta (Ga.) Penitentiary, $100,000; at the McNeil
Island (Wash.) Penitentiary, $214,000: at the industrial reformatory,
Chillicothe, Ohio, $1,000,000, for a new reformatory west of the Missis-
sippi River, the location of which has not yet been decided upon, $500,000;
for Federal jails, $500,000; and at the National Training School for Boys,
Washington, D. C., $200,000; a total of $2,514,000.

For the Department of State $2,000,000 is provided to continue the
program for the construction of houses and offices for our representatives
abroad.

Altogether this budget carries $111,811,500 for the procurement of sites
and the construction of buildings, with a contract authorization for a
further expenditure of $3,000,000.

National Defense.

The estimates of appropriations for the War and Navy Departments for
1932 provide a total of $689,084,000 for national defense. This is exclusive
of all items of a non-military character and is a decrease under the appropria-
tions for this purpose for 1931 of $33,697,000.

The decrease for the War Department amounts to $751,000, which
amount is the net result of increases and decreases in many items based on
the different requirements for the two fiscal years involved.

The decrease for the Navy Department is $32,946,000. Due to the ratifi-
cation of the London treaty, the operating force program of the navy was
revised to provide for a reduction in the enlisted force and a reduction in
the number of vessels to be retained in commissioo. These changes involved
a reduction in the estimated requirements for 1932 of approximately
$7,000,000.

However, with a fleet much reduced in number of vessels, provision is
made for 1032 for a reasonable increase in the enlisted complement, of
vessels and for relative increases in the items connected with the mainten-
ance, repair and operation of vessels, with the view that the efficiency of the
personnel and of the vessels of the smaller active fleet may be further
increased. After providing for these and other increases, the net decrease
for ordinary operating expenses is $4,446,000. The decrease for moderniza-
tion of battleships is £7,400,000, appropriations having previously been
made to complete the modernization of all vessels so far authorized. For
construction of vessels the decrease is $21,100,000. A large unexpended
balance accrued under the appropriation for ship construction because of
the delay in the program pending the result of negotiations for modifica-
tion of the Washington treaty.

The construction of those vessels now authorized, which are permitted
by the London treaty, should now go forward without delay., The cash
Withdrawals for new ship construction during 1932 is estimated at $51,~
600,000 and for 1931 at $44,200,000. Seven of the light cruisers carrying
8-inch guns and the aircraft carrier authorized by the act approved Feb. 13
1929, will be under construction by the close of the current fiscal year.

Under the terms of the London treaty, and if this Government so elects,
three more 8-inch gun cruisers may be laid down; one in the calendar year
1933, one in 1934, and one in 1935. The remaining five cruisers authorized
by the act may not, under the terms of the treaty, be constructed with
armament of 8-inch guns.

The estimates for 1932 provide additional funds necessary to carry
forward work on the aircraft carrier and seven of the cruisers authorized
by the act of Feb. 13 1929, and also the incompleted light cruisers and
submarines being constructed under prior authorization.

Air Service.

There is requested for the Air Services of the army and navy, including
their civilian components, a total of $29,361 ,000 for the procurement of new
airplanes, their engines, spare parts and accessories. I am also asking a total
of $227,000 for similar purposes for the Coast Guard, Department of Com-
merce, and the National Advisory Committee for Aeronautics. These
two sums contemplate the procurement of a total of not less than 787
airplanes.

With regard to the army the estimates make provision for the pro-
curement of at least 392 planes, which will provide an approximate total of
1,582 planes on hand and on order on June 30 1932, leaving a possible
shortage of 66 planes in the authorized total of 1,648. This is only an esti-
mated shortage and may be substantially reduced by June 30 1932. The
National Guard now has its full complement of 152 planes.

Concerning naval aviation the expansion program authorized by Congress
provided for 1,000 planes and two rigid airships. 'The airplane program
will be completed during the current fiscal year, so that provision is made
in this budget only for the procurement of replacement planes to the
number of 277. The two rigid airships are now under contract and there is
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included in this budget $1,675,000 for the completion of one and com-
mencing the construction of the other.

In addition to the amounts which we are spending for the acquisition of
aircraft we are also spending large sums for lighting and equipping airways,
for the inspection and licensing of commercial planes and pilots, and
furnishing weather reports necessary to the carrying on of aerial navigation.
For these purposes $10,375,000 is included in the estimates of the Depart-
ment of Commerce and $1,760,000 in the estimates of the Weather Bureau
of the Department of Agriculture. It is estimated that by the end of the
fiscal year 1932 there will be about 19,500 miles of airways lighted and
equipped.

Rivers and Harbors and Flood Control.

The estimates herewith contain an increase of $5,000,000 for the mainte-
nance and improvement of existing river and harbor works over the annual
appropriation for the current fiscal year. In addition to this increase the
estimates for 1932 show a further increase of $4,680,000 over the estimates
for 1931 in the funds required to meet the requirements of rivers and
harbors and flood control under authorizations of law covering permanent
specific and indefinite appropriations, advances and contributions. The
total contained in this budget for rivers and harbors and flood control is
$108,553,000, of which $71,703,000 is for rivers and harbors and $36,-
850,000 for flood control.

Panama Canal.

The annual amounts now being appropriated for the Panama Canal are
approximately $12,000,000, and the receipts from the canal flowing to the
Federal Treasury are approximately $28,000,000, an excess of receipts over
appropriations of $16,000,000 annually. There seems to be a feeling in some
quarters that under these circumstances either the tolls of the Panama
Canal should now be materially reduced or the expenditures on the canai
increased, or both.

However, from 1903 to 1930 the total expenditures for the canal in excess
of the receipts for the same period, with interest on the net outlay computed
at 3% annually, produce a total capital liability at the close of the last
fiscal year of about $535,000,000. The annual interest on this sum at 3%
is $16,050,000.

It is evident, therefore, as the tolls are now meeting only operating ex-
expenses and interest on the investment, with no return of capital, any
change in policy does not seem to be justified at the present time.

Unexpended Balances.

In the preparation of the estimates of appropriations contained in this
budget I have refrained (with the exception of one class of cases) from
continuing the practice of recommending that the requirements for 1932
be met in part by a reappropriation, or extension of the availability, of
unexpended balances of appropriations for the current or prior fiscal years.

This practice effected an apparent reduction in the amount of an esti-
mate of appropriation but it did not affect in any way the amount of money
to be withdrawn from the Treasury, and was, to that extent, misleading.
As no saving resulted from such a practice I felt that its discontinuance in
framing the estimates for 1932 would result in having these estimates
represent the true amount required, and thus give a clearer and more
accurate picture of actual requirements.

The only cases in which the practice has been continued are those in
which moneys appropriated for a specific non-recurring project remain
unexpended and it is necessary to continue the availability of the funds
for the same purpose or purposes for which originally appropriated.

Pay of Federal Employees.

Under the classification act of 1923, as amended, and the application of
that act to the field services by adjusting their rates of pay to correspond
with those defined for the departmental service in the District of Columbia,
there has developed through the years rather a wide difference among the
several departments and establishments as to the relationship which the
average of the existing salaries bears to the average of the compensation
rates provided by law for the various grades of positions. Insome instances
the payrolls shows that the average has been approximately attained: in
others that the grades are at least one step below the average and in many
cases two or more steps below the average.

With a view to commencing the adjustment of this situation the esti-
mates contained in this budget carry for promotion purposes for each
activity approximately 30% of the amount required to bring all under-
average grades up to the average. This will materially lessen the differ-
ence which now obtains between the many payrolls and if the same principle
is followed for the next two or three years will eliminate such difference,
It is estimated that it will require approximately $14,400,000 to bring all
under-average grades up to the average and the estimates contained in this
budget provide for approximately 30% of this amount.

While the percentage has been arbitrarily chosen and might be modified
without affecting the purpose of eliminating discrepances between and
within the departments and establishments, I believe any deviation from
the general principle stated or any application of it to one department and
not to another will defeat the purpose of providing ‘‘equal compensation for
equal work,” which was the expressed intent of Congress in enacting the
Classification Act of 1923.

Receipts and Expenditures for 1932.

In preparing the detailed statements of receipts and expenditures con-
tained in this budget I have segregated trust funds from general funds
and special funds. This has been done for the reason that trust funds do
not belong to the Federal Government but to the beneficiaries of the trusts;
and, in summarizing the financial condition of the Government, trust
funds should therefore be excluded.

For the purpose of comparison with the estimates contained in the budget
for the fiscal year 1931, submitted last December, trust funds are included
in the following summary of receipts and expenditures;

SUMMARY OF RECEIPTS AND EXPENDITURES,

[Exclusive of postal revenues and postal expenditures paid from postal revenues.]
1932. 1931. 1930.

Total general fund receipts-$3,852,401,738.00 $3,611,634,871.00 $3,840,921,014.26

Total speclal fund receipts..  103,317,543.00 94,143,572.00 207,639,566.98

$3,955,719,281.00 $3,705,778,443.00 $4,048,560,581.24

361,034,371.00  353,846,208.00  '351.410,919.66

$4,316,753,652.00 $4,059,624,651.00 $4,399,971,500.00

Deduct transfers from gen- ¥
eral to trust funds 231,633,725.00 224.759,4()3:99 222,029,798.91
$4,085,119,927.00 $3,834,865,243.00 $4,177,941,701.09
E=——————————1

Gross trust fund receipts. .-

Total net receipts -$4

Total general fund expenses.$3,792,382,700.00 $3,7
Total special fund expenses. 132,651,300.00 1 5,000.00
$3,925,034,000.00 $3,884,774,100.00 '$3,862,080.019 .80
361,118.925.00  354,927.208.00 354, 109 009 00
$4,286,152,925.00 '$4,239,701,308.00 $4,216,182.286.00
Deduct transfers from gen- +286.00
eral to trust furds 231,633,725.00  224,759,408.00 22,029,798.91
Total net expenditures. . '$4,054,519,200,00 $4,014,941,000.00 $3,994,152,487.00
Excess of recelpts $30,600,727.00 $183,789,214.30
Ixcess of expenditures. .. :

149,100.00 $3,641,944,363.81
9

220,135,655.99

Total trust fund expenses..

Since the budget for 1931 was compiled before the segregation of funds
was effected the estimates contained in that budget do not show this segre-
gation. In analyzing the differences between the present situation and
that indicated in the budget for 1931 it is therefore necessary to deal with
totals including trust funds, although in the future it is contemplated to
consider in such comparisons only general and special funds which represent
true Government transactions.

1930
Estimated in the
1931 Budget.

1931
Estimated in  Estimated in the
This Budget, 1931 Budget.

3 $ § 3
Recelpts .. - - -3,834,865,243.00 4,225,727,666.00 4,177,941,701.99 4,249,263,434.00
Expenditures 4,014,941,900.00 4,102,938,700.00 3,994,152,487.09 4,023,681,900.00

122,788,966.00 183,7890,214.90 225,581,534.00

Actual,
$

Surplus...
Defieit--.. 180,076,657.00

The fiscal year 1930 closed with an actual surplus of receipts over expendi=
tures of $183,789,214.90, as against an estimated surplus as contained in
the budget for 1931 of $225,581,534. The latter figure, however, did not
reflect the effect of the temporary reduction in income taxes recommended
in that budget and which it was estimated would exceed $80,000,000 during
the fiscal year 1930. As a matter of fact, the actual receipts during the
fiscal year 1930 were about $71,000,000 less than the estimate contained in
the 1931 budget. This was partially offset by a net reduction in expendi-
tures of $29,500,000 below those estimated in the 1931 budget. This net
reduction consisted of various increases and decreases, including about
874,000,000 decrease in the reduction of the public debt on account of
certain foreign interest payments being made in cash instead of in securities
as had been anticipated.

1931.

For the current fiscal year, 1931, there has been a material change in our
financial situation as now estimated compared with the estimates presented
a year ago in the 1931 budget. At that time it was estimated that the
receipts would total $4,225,727,666 and the expenditures $4,102,938,700,
which forecast a surplus of $122,788,966. Here again the surplus estimated
did not reflect the effect of the temporary tax reduction recommended in
that budget which it was anticipated would cause a reduction of over $75,~
000,000 in the receipts for the fiscal year 1931. Therefore, with thisadjust-
ment the surplus estimated ¢t this time last year would have been about
$45,000,000.

Due to the depression it is now estimated that the income of the govern-
ment in taxes and in postal receipts for the current fiscal year will probably
fall below the anticipation by over $430,000,000. Moreover, the measures
taken to incresse employment by the expansion of construction activities
in the government under the authorization of Congress, together with other
items of increase, including the increase in veterans' services enacted by
Congress, represent a very material increase in government expenditures
of over $225,000,000.

This would indicate a change in the situation from the estimates of the
last budget of nearly $655,000,000. This large sum, however, is partially
met by the application of $185,000,000 of interest payments on the foreign
debt to current expenditures and by arrangements of the Federal Farm
Board by which they reduced their net cash demands upon the Treasury
by $100,000,000 during this period. These sums, together with economies
brought about in the government, reduce the practical effect of the change
in the financial situation to a present estimated deficit of approximately
$180,000,000 for the current fiscal year.

This development, of course, is primarily due to the depressed condition
not only in this country but in the whole world, accentuated by the drouth,
and, on the other hand, to the necessary measures of the government to
increase employment and the increases of allowances to various services to
veterans.

I do not look with favor on any attempts to meet this deficit by reduction
of the statutory redemption of the public debt, which now amounts to
about $440,000,000 per annum. Nor do I look with great concern upon
this moderate deficit for the current fiscal year, which, in fact, amounts to
less than 5% of the total government expenditure. The adverse balance
can be met by reducing the general fund balance from the amount in it at
the beginning of the year, supplemented, if necessary, by temporary borrow
ing by the Treasury.

When we recollect that our budget has yielded large surpluses for the last
11 years, which have enabled us to retire the public debt, in addition to
retirements required by law, to the extent of nearly $3,500,000,000, we can
confidently look forward to therestoration of such surpluses with the general
recovery of the economic situation, and thus the absorption of any tem-
porary borrowing that may be necessary.

It will probably be necessary for Congress to appropriate additional
money for expenditure within the present fiscal year in order to increase
employment and to provide for the drouth situation. I have presented this
matter in my annual message on the State of the Union. While this will
operate to increase the amount of the deficit as above estimated, I believe
such increase can be accommodated by the methods indicated. On the
other hand, no appropriations should be made for such purposes which
look beyond such action as will ameliorate the immediate situation during
the next six months,

Taxes.

The estimate of receipts for 1932 is predicated on the existing income tax
law. The Congressgranted a substantialreduction in taxrates upon income
of the calendar year 1929. I wish that it were pessible to continue this
reduction for the taxes upon incomes of the calendar year 1930. I regret
that the present outlook for heavy decrease in probable income and the
necessity to increase public works and aid te employment does not warrant
the continuation of the reduction at the present time.

The difference in revenue between the tax rates upon incomes authorized
for the calender year 1929 by the joint resolution approved Dec. 16 1929,
and the rates specified in the revenue act of 1928 is zpproximately $160,-
©00,000. If our expected revenues for 1932 were reduced by this amount a
deficit for 1932 as well as 1931 would now appear to be inevitable,

I am confident that the sentiment of the people is in f2vor of a balanced
budget. I am equilly confident that the influence cn business of having
the financial affiirs of the Federal Government on a sound basis is of the
utmost importance,

Conclusion.

For the fiscal year 1932 the favorable margin between our estimated
receipts and estimated expenditures is smzll. It will not take much to
exhaust the expected surplus. In fact, it is inevitable thet some portion,
and perhaps a considerable portion, of it will be required to meet the settle-
ment of judgments and claims and the cost of other contingencies or
emergencies which cannot now be foreseen. On the receipt side credit has
been taken for all revenue that can reasonably be anticipated. In the
expenditure statement there have been covered the amounts which reason-
ably can be estimated as necessary to meet the obligations of the govern-
ment under present law.
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This Is not a time when we can afford to embark upon any new or enlarged
ventures of government. It will tax our every resource to expand in
directions providing employment during the next few months upon already
authorized projects.

I realize that, naturally, there will be before the Congress this session
many legislative matters involving additions to our estimated expenditures
for 1932, and the plea of unemployment will be advanced as reasons for
many new ventures, but no reasonable view of the outlook warrants such
pleas as apply to expenditures in the 1932 budget.

I have full faith that in acting upon these matters the Congress will give
due consideration to our financial outloolt., I am satisfied that in the
absence of further legislation imposing any considerable burden upon our
1932 finances we can close that year with a balanced budget.

When we stop to consider that we are progressively amortizing our public
debt, and that a balanced budget is being presented for 1932, even after
drastic writing down of expected revenue, I believe it will be agreed that our
Government finances are in a sound condition.

Dec. 1 1930. HERBERT HOOVER.

Annual Report of Secretary of Treasury Mellon—Cost
of Government Borrowing Lowered Through
Financing of Treasury Bills—Credit Conditions—
Gold Fund of Federal Reserve Board—Amend-
ments Proposed to Second Liberty Loan Act—
Study of Branch and Chain Banking—Receiver-
ships of Three Joint Stock Land Banks.

In his annual report presented to Congress on December
4, Secretary of the Treasury Mellon states that “of special
importance to the finances of the year was the income tax
reduction for corporations and individuals enacted by Con-
gress in December 1929.” As a result of this reduction, the
revenue collected in the fiscal year, according to the report
‘“was about $80,000,000 less than it would have been at 1928

. tax rates.” The report notes that “owing to the uncertain
prospect of a surplus for the fiscal years subsequent to 1930,
this tax reduction was made applicable only to taxes payable
on the income for 1929.” It is shown in the Teport that in
the fiscal year 1930 Government receipts exceeded expendi-
tures and a further substantial reduction was made in the
public debt. Ordinary receipts, according to the report,
amounted to $4,177,941,702, expenditures chargeable against
ordinary receipts to $3,994,152,487, and surplus receipts to
$183,789,215. The gross public debt was reduced by $745,-
889,448, and stood on June 30, 1930 at $16,185,308,299. In
extracts from the report further below we give details of
the receipts and expenditures as set forth therein. Details
regarding the various issues of new Treasury bills are like-
wise presented in the report, and it is observed that “the
cost of Government borrowing during the year was substan-
tially below that of the preceding year, due chiefly to the
unusually low rates at which new securities were issued.”

Reference is also made in the rteport to the legislation

whereby capital gains resulting from the sale of these

Treasury bills are exempt from taxation. Secretary

Mellon proposes, in his recommendations for legislation,

amendments to the Second Liberty Loan Act, and asks

for authority to issue $8,000,000,000 bonds under the pro-
visions of that act in furtherance of the refunding oper-
ations, to be undertaken later, with respect to First and

Fourth Liberty Loan Bonds callable in 1932 and 1933 re-

spectively. Secretary Mellon likewise Tenews his recom-

mendation of two years ago that a further amendment to
the Second Liberty Loan Act be made so as to exempt
further Issues of securities from the surtax as well as the
normal tax. The report likewise deals with the Treasury

Department’s earlier recommendation for “the adoption

of a constitutional amendment permitting the Federal and

State Governments, respectively, to tax securities to be

issued in the future, which under present constitutional

provision are not taxable.” Mr. Mellon's recommendations
follow :

RECOMMENDATIONS FOR LEGISLATION.

Amendments to the Second ILiberty Bond Act.

The Second Liberty Bond Act, as amended (Sec. 752, title 31, U. 8. 0.)
authorizes the Secretary of the Treasury, with the approval of the Presi-
dent, to issue bonds in an amount ‘not exceeding in the aggregate
$20,000,000,000.” A total of $18,107,942,750 in bonds has been issued
under authority of that act, leaving a balance issuable thereunder at the
present time of $1,802,057,250.

A total of $1,933,545,750 of first Liberty loan bonds, $536,290,450 of
which bear 43,% interest, $5,004,950 4% interest, and $1,392,250,350
8% 9% interest, are callable in June 1932. A total of $6,268,241,150 of
41,9, fourth Liberty loan bonds are callable in October 1933. While it
is impossible to forecast at this time what form future refunding oper-
ations will take, it is obvious that the orderly and economical manage-
ment of the public debt requires that the Treasury Department should have
complete freedom in determining the character of securities to be issued
and should not be confronted with any arbitrary limitation which was
not intended to apply to these circumstances. Moreover, it is highly
desirable that the authority be provided well in advance of actual needs.

It is recommended, therefore, that additional authority be given for
the issue of $8,000,000,000 in bonds under the provisions of the Second
Liberty Bond Act, as amended.

In this connection I renew the recommendation contained in my annual
report for the fiscal year ended June 30 1928 that the Congress consider
a further amendment to the Second Liberty Bond Act, as amended, author-
izing the Secretary of the Treasury to exempt further issues of securities
from the surtax as well as the normal tax. In the act of June 17 1929,
Congress modified the Second Liberty Bond Act, as amended, by providing
that all certificates of indebtedness and Treasury bills issued thereafter
should be exempt both as to principal and interest from all taxes, except
estate and inheritance taxes. I renew my recommendation that this
exemption be extended to bonds. Special legislation is not required in
the case of notes, since the Secretary of the Treasury is authorized by
existing law to make this exemption applicable to notes.

Some time ago the Treasury Department earnestly recommended the
adoption of a constitutional amendment permitting the Federal and State
Governments, respectively, to tax securities to be issued in the future,
which under present constitutional provision are not taxable. There
appears, however, to be no immediate prospect of such an amendment
being adopted. Pending its adoption, there is no reason why the Treasury
Department, in marketing securities, should be at a disadvantage as
compared with States and their subdivisions, or why there should be dis-
crimination against individual investors who desire to acquire United
States Government securities. It is idle to argue that the issuance of
United States tax-exempt securities would furnish convenient means of
income tax avoidance. As long as the States and their political subdivi-
sions continue to issue securities which are wholly tax exempt at the
rate of $1,000,000,000 a year, there is at all times an ample supply of
gilt-edge securities available to those desiring to escape income-tax pay-
ment through investment in tax-exempt securities. Limiting the Federal
Governmeat to the issuance of securities exempt only from the normal
income tax does not result in increased income tax collections, but simply
in a higher interest cost to the Government.

In so far as individual investors are concerned, the present situation
gives rise to discrimination as between them and corporations. Corpora-
tions being only subject to the normal tax, United States securities in
their hands are completely tax exempt, whereas practically all such
securities in the hands of individuals are subject to surtaxes. The yield
on United States securities for many individual investors does not, there-
fore, compare favorably with the yield on similar securities held by
corporations, nor does it compare favorably with the yield on State and
municipal securities, which are usually wholly free from all taxation.

The holdings of gold by the Treasury for the account
of the Federal Reserve Board are referred to in the report,
which states that this “Gold Fund” amounted on June 30
1930 to $1,796,239,234, an increase of $233,813,655 in the
fiscal year. Regarding this fund we quote from the report
as follows:

The Currency Trust Fund and the Gold Reserve Fund.

The respective amounts of gold coin and bullion and silver dollars held
in the Treasury on June 30 1930, against equal amounts of outstanding
;g(:)lllt(l)wcse'rtificatea, silver certificates, and Treasury notes of 1890, were as

Gold coin and bullion -$1,489,989,479

487,198,111
1,260,050

---31,978,447,640

On June 80 1930, the gold reserve against United States notes and
Treasury notes of 1890 was $156,039,088. The United States notes, for
which this reserve is held, are outstanding in the amount of $346,681,016,
a sum which is fixed by law. When such notes are received they are
reissued. The Treasury notes of 1890, for which this gold reserve is also
held, were outstanding on June 30 1930, in the amount of $1,260,050.
When such notes are received they are not reissued.

Gold Held for the Federal Reserve Board.

The Treasury also holds in trust a large amount of gold for the account
of the Federal Reserve Board. This is known on the books of the Treasury
as “Gold Fund, Federal Reserve Board,” and amounted on June 30 1930,
to $1,796,239,234, an increase of $233,818,655 in the fiscal year. The
fund is an aggregate of net deposits of gold made by the Federal Reserve
Banks, principally for the purpose of effecting clearance settlements
among themselves, and by the Federal Reserve agents of gold received by
them as part of the security against outstanding Federal Reserve notes.

Against the gold in the general fund, amounting on June 30 1930, to
$51,264,781, there was a liability of $36,675,622 for the Treasurer’s 5%
gold redemption fund for Federal Reserve notes ($1,442,350 notes in
process of redemption are a charge against this amount). This gold is
part of the gold received by Federal Reserve Agents as security against
outstanding Federal Reserve notes.

The following is the main portion of Secretary Mellon’s
report dealing with the Government's finances, credit con-
ditions, Treasury bills, ete.

ANNUAL REPORT ON THE FINANOES,
Treasury Department.
Washington, D. C., November 20, 1930.

Sir: I have the honor to make the following report: .

The finances of the Federal Government for the fiscal year 1930 con-
tinued the favorable record of recent years. Receipts exceeded expenditures
and a further substantial reduction was made in the public debt. Ordi-
nary receipts amounted to $4,177,941,702, expenditures chargeable against
ordinary receipts to $3,994,152,487, and surplus receipts to $183,789,215.
The gross public debt was reduced by $745,889,448, and stood on June 30
1930, at $16,185,308,299. The year closed with approximately the same
surplus as the fiscal year 1920, an increase in receipts being offset by a
corresponding increase in expenditures chargeable against these receipts,
The surplus figures for 1930, however, were not strictly comparable to
1929, since certain foreign interest payments were made in cash rather
than in securities, thus diminishing public debt retirements chargeable
against ordinary receipts and increasing the surplus by a corresponding
amount. This method of payment was a departure from the practice of
a number of years of making payments with obligations of this Govern-
ment, Had the former practice been employed, these payments, as in the
past, would automatically have constituted public debt retirements




Drc. 6 1930.]

FINANCIAL CHRONICLE

3599

chargeable against ordinary receipts and the surplus would have been
approximately $110,000,000,000 instead of $183,789,215. The increase
in ordinary receipts over 1929 was due in the main to the effect of active
idustry and trade on the major source of revenue—taxable incomes for
the calendar years 1928 and 1920—and to increased receipts on foreign
indebtedness. Larger expenditures reflected the increased amounts for
general governmental activities and also the net amount loaned from the
agricultural marketing fund established under the authorization of the
agricultural marketing act approved June 15 1929. As in preceding
years the major part of the reduction in the public debt was through the
sinking fund and through other regular debt retirement operations. The
public debt operations were conducted at the most fayorable rates in
recent years, owing to the low money rates which prevailed throughout
most of the fiscal year.

0Of special importance to the finances of the year was the income tax
reduction for corporations and individuals enacted by Congress in Decem-
ber 1929. The reduction applied to income taxes for the calendar year
1929 payable for the most part in 1930. Consequently, the revenue col-
lected in the fiscal year 1930 was about $80,000,000 less than it would
have been at 1928 tax rates. Owing to the uncertain prospect of a sur-
plus for the fiscal years subsequent to 1930, this tax reduction was made
applicable only to taxes payable on the income for 1929. This is the first
instance in which income tax rates have been reduced for a single calendar
year in order to relieve individuals and corporations from taxes when a
surplus of receipts was anticipated without assurance that this surplus
would continue for more than one year. During the calendar year 1930
the income tax reduction afforded relief to both individuals and corpora-
tions during a period of unfavorable business developments.

Of further special interest in 1930 is the financing conducted by the
Treasury through the new Treasury bills provided for in the act of June
17 1929, which was amended by the Act approved June 17 1930. This
new .instrument of financing is now established as a valuable supplement
to certificates of indebtedness in the conduct of short-term borrowing
operations.

BUDGET RESULTS.
Receipts.

The total ordinary receipts of the Federal Government during the
fiscal year 1930 were $4,177,941,702, an increase of almost $145,000,000
over the fiscal year 1929. During the past year there was an
increase in the receipts from each of the major sources of revenue with
the exception of customs duties.

ORDINARY RECEIPTS CLASSIFIED ACCORDING TO MAJOR SOURCES
FOR THE FISCAL YEARS 19290 AND 1930.a

Classes of Ordinary Receipts. 1929. 1930. Increase. | Decrease.

3
15,300,000

$ $
602,300,000| 587,000,000

Internal revenue—
Income taxes:

1,075,300,000(1,117,800,000

1,019,000,000{1,060,900,000
236,400,000| 232,300,000

2,330,700,000(2,411,000,000

42,500,000
41,900,000
Back taxes 0...

Total income tax 80,300,000

Miscellaneous internal rev.:
Tax on small cigarettes...
All other tobacco taxes.. .
Stamp tax on capital stock

transfers
Stamp tax on bonds and
capital stock issues, &o- -
Estate tax
All other internal rev.b...

341,900,000
92,500,000

37,600,000

17,900,000
61,900,000

359,800,000
90,500,000

46,700,000

22,600,000
64,800,000
55,500,000| 43,900,000

Total mise. Internal rev.| 607,300,000 628,300,000
Total rects. from taxation|3,540,300,000(3,626,300,000

Miscellaneous receipts:
Proceeds from Government-
owned securities:
Foreign obligations.
All other...
All other recei
trust funds 271,300,000| 291,800,000{ 20,500,000

Total miscellaneous rects.| 492,900,000 551,600,000| 58,700,000

Total ordinary receipts..|4,033,200,00014,177,900,000!144,700,000

a On basis of daily Treasury statements (unrevised) supplemented by reports
of the Commissioner of Internal Revenue.

b Includes adjustment to basis of dally Treasury statement (unrevised).

Receipts from taxes increased $86,000,000 and from other sources
$58,700,000. Receipts from taxation, strictly speaking, represent that
portion of the Government revenue which is derived from authorized levies
upon the people primarily to secure funds for the conduct of governmental
activities. Nontax receipts are composed of amounts received by the
Government incidental to the performance of its various functions; among
these receipts are included the proceeds of Government-owned obligations,
fees (including consular, passport, and patent fees), fines and penalties,
rents and royalties, the immigration head tax, the tax on the circulation
of national banks, seigniorage on coinage of subsidiary silver and minor
coins, and receipts of trust funds which are invested as specified for the
particular trust. The changes in receipts from specific sources are con-
sidered in detail in the following paragraphs.

Qonsiderably more than half of the ordinary receipts are derived from
taxes on the income of individuals and corporations. These receipts were
$2,411,000,000 in 1930, as compared with $2,880,700,000 in 1929, or an
increase of $80,300,000. The collections from income taxes due in prior
years, or back taxes, decreased from $237,000,000 in 1929 to $232,000,000
in 1930,% or about $5,000,000. Back taxes include additional assess-
ments, penalties, and interest, on returns for prior years determined as
a result of audit, and the payments on delinquent returns. Smaller receipts
from back taxes are due to the reduced volume of additional assessments
on returns of recent years, as compared with the volume of such assess-
ments on the returns for war years. Receipts from current income taxes
increased $84,400,000 in 1930, from $2,094,300,000 to $2,178,700,000
reflecting changes in the taxes on incomes returned for current years as’
considered below.

In December 1929, Congress made special provision to reduce the tax
rates on incomes for the calendar year 1929. It was then apparent that
the tax yield at 1928 rates would be more than sufficient for budget
requirements in the fiscal year 1980, including the regular retirements

17,900,000

9,100,000
4,700,000

21,000,000
86,000,000

199,100,000
22,500,000

239,500,000

40,400,000
20,300,000

*These figures for back tax collections are before adjustments mad
in the table on page 3 [pamphlet report]. e In data

of the public debt chargeable against ordinary receipts. This was due
primarily to the incrcase in incomes of both corporations and individuals
during the years immediately preceding, especially in the calendar year
1928. Accordingly, provision was made to reduce by 1% the normal
rates on individual income and the rate on corporation income applicable
to incomes reported for the calendar year 1929. This tax reduction affects
for the most part receipts during the calendar year 1930, therefore affect-
ing both the fiscal years 1930 and 1931. According to the Treasury’s
estimates, corporation income tax receipts during the calendar year 1930
would be reduced by about $90,000,000 and individual income tax receipts
by about $70,000,000, distributed approximately equally over the fiscal
years 1980 and 1931. The tax reduction would pertain to the entire tax-
able net income of corporations and to the net income of individuale
subject to normal tax rates.

Current income tax collections from corporations were $1,117,800,000
in the fiscal year 1930 as compared with $1,075,300,000 in the preceding
fiscal year, an increase of $42,500,000. In general, this increase reflects
the growth in corporate income for the calendar years 1928 and 1929
which more than offset the reductions in tax rate from 13%% to 12%
for 1928 inccmes, and from 12% to 11% for 1929 incomes.

Current income tax collections from individuals increased almost as
much as those from corporations, from $1,019,000,000 to $1,060,900,000,
or $41,900,000. All of this increase, however, was due to collections
from July to December 1929, on the unusually large individual incomes
for 1928. During the last six months of the fiscal year, collections, which
were largely on incomes for the calendar year 1929, were more than
$100,000,000 below the preceding year, in part due to the special reduc-
tion of 1% in the normal rates of tax on 1929 incomes and in part due
to the effect on taxable incomes of the precipitous decline in security
prices in the latter part of 1929. In spite of this decline, however, indi-
vidual incomes were, with the exception of the 1928 incomes, at new high
levels reflecting largely the effect of active industry and trade on the
growth of income from certain sources, such as salaries, interest, and divi-
dend payments.

Receipts from miscellaneous internal revenue taxes increased from
$607,300,000 to $628,300,000 or $21,000,000. In contrast to income
taxes, most of these taxes are due currently and so reflect current changes
in the sources to which they relate. Over 90% of the miscellaneous
internal revenue comes from three groups of taxes—tobacco taxes, docu-
mentary stamp taxes, including playing cards, and the estate tax. In-
creases in receipts from these three sources of about $32,000,000, as com-
pared with 1929, were offset somewhat by decreases in receipts from
other taxes, mainly from delinquent taxes under repealed laws. During
the fiscal year 1929 collections were largely completed on these delinquent
taxes resulting in emaller receipts in 1930, particularly for the tax on
manufacturers’ sales of automobiles, repealed in the Revenue Act of 1928,
and for the corporation capital stock tax repealed in the Revenue Act
of 1926.

The tobacco taxes constitute not only the major source of internal
revenue other than income taxes, but also the source which has beem
least affected by changing business conditions. Collections during 1930
were $450,300,000 as compared with $434,400,000 in the preceding year,
an increase of about $15,900,000. The increase during 1930 was rela-
tively small in comparison with recent years and especially in comparison
with the unusual increase of $88,000,000 in the fiscal year 1929. The
tax on small cigarettes showed an increase of $17,900,000 while the taxes
on all other tobacco products decreased by $2,000,000. Although the
collections on small cigarettes failed to increase as much as in 1929, or
even as much as the average for recent years, the total collections reached
a new high level of almost $360,000,000 which represents tax-paid with-
drawals of about 120,000,000,000 cigarettes. The volume of cigarettes
consumed each year is now considerably more than double that of 10 years
ago. In contrast, the decrease in collections from taxes on tobacco prod-
ucts other than cigarettes indicates the effect on the consumption of other
tobacco products of the increasing use of cigarettes. The tax-paid with-
drawals of cigars and of smoking and chewing tobacco have declined
about 209% during the past 10-year period.

Collections from documentary stamps, representing largely taxes on
capital stock transfers and capital issues, increased $13,600,000 to a
total of almost $78,000,000, as a result of the unusual situation in the
security markets. The revenue from documentary stamps thus exceeded
any preceding year except 1920, notwithstanding the reductions in the
number of these taxes and in the rates of tax in the revenue acts subee-
quent to the war. The stamp tax on the unusual volume of capital stock
transfers is primarily responsible for the large receipts. The unprece-
dented activity in the stock market was reflected in increased collections
during the first part of the fiscal year so that by the end of November
receipts from the capital stock transfer tax were almost $11,000,000
larger than the record receipts for the same period in the previous fiscal
year. The volume of transfers continued large for the remaining months
of the fiscal year 1930 and collections for the year as a whole, at $46,700,-
000, were $9,100,000 larger than the year before and almost double the
receipts from this tax during the fiscal year 1028. There were also
increased collections from stamps in the group including taxes on issues.
of bonds, capital stock, &c., and the total for the year for this group was
almost $5,000,000 larger than the preceding fiscal year.

Estate tax collections were only slightly larger, $64,800,000, as com-
pared with $61,900,000 the preceding year, but the increase is signifi-
cant. in view of the marked revision in these taxes in the 1926 Revenue
Act, involving increase in the amount of the gross estate exempt from
tax decrease in the rates of tax, and increase, to 809% of the Federal
tax, in the credit allowed for State inheritance taxes paid. The continued
high level of collections is due in part to the additional assessments deter-
mined as a result of the audit of returns filed and in part to the increase
in the values of estates in recent years. The value of total gross estates
filed during the calendar year 1929 was $3,844,000,000, or $341,000,000
more than in returns filed during the calendar year 1928.

Customs receipts were $587,000,000, or $15,300,000 less than in 1929.
The unusual tariff and trade conditions during the year resulted in
wide fluctuations in the monthly receipts. During the first part of the
year, July to October, inclusive, collections were in record volume, Begin-
ning November, however, they reflected the general depression in trade
and to a certain extent the effect on imports of the prolonged tariff dis-
cussion. Collections for January to April, inclusive, were at the lowest
levels under the 1922 Act, so low in fact that the cumulative receipts
from the beginning of the fiscal year, which in October showed an increase
of $11,000,000 over the preceding year, were at the end of April $38,000,-
000 smaller than the year before. The closing months of 1930 wltneese’d
an abnormal increase in the imports of those dutiable commodities affected
by the upward rate revisions in the Tariff Act of 1980, then in its final
stages.  Collections during these months reached new record totals,
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Over $72,000,000 of duties were received in June, as compared with
$52,000,000 the preceding June.

Miscellaneous receipts from nontax items increased from $492,900,000
in 1929 to $551,600,000 in 1930, or $58,700,000. Almost half of these
receipts are derived from Government-owned securities. Small amounts
are derived from a wide variety of minor sources. The most important
change during 1930 was in the receipts from foreign obligations which
were $239,500,000, or $40,400,000 larger than in the preceding year.
Receipts from France were about $37,000,000 more than in 1929. The
debt funding agreement with France was approved by Congress, Decem-
ber 18 1929, effective as of June 15 1925. Payments during 1930 included
not only the amount of $35,000,000 due for that year under the agree-
ment but also the additional amount of about $22,000,000 to put on a
current basis the annuity payments, due under the agreement.

The Treasury’s estimate of total tax receipts for the fiscal year 1930
compared very satisfactorily with the results. Total tax receipts of
$3,626,000,000 were $11,000,000 less than the estimated receipts of
$3,637,000,000 as adjusted for the income tax reduction. dIncome taxes
were estimated at $2,480,000,000 before the tax reduction for 1929 was
enacted. Taking into consideration the effect of the tax reduction appli-
cable to collections due in the last half of the fiscal year, the estimate is
reduced to $2,400,000,000, which is $11,000,000 less than the actual
receipts, a relatively small discrepancy in view of the large volume of
receipts involved and the unusual conditions affecting incomes derived in
1929 from the sale of securities. Back tax collections were $12,000,000
larger and current collections on incomes $1,000,000 smaller than anii-
cipated. The collections from both corporations and individuals were
very close to the estimates. Miscellaneous internal revenue receipts of
$628,000,000 were $7,000,000 less than estimated, a difference accounted
for by offsetting discrepancies for various items. Tobacco taxes failed
by almost $15,000,000 to reach the anticipated figure of $465,000,000
due to slower growth than anticipated in cigarette collections, especially
during the latter part of the fiscal year. This decline was offset in part
by collections on documentary stamps, about $8,000,000 in excess of the
estimates. Customs duties, including the tonnage tax, were estimated at
$602,000,000, or $15,000,000 in excess of the final results. The un-
usual conditions during the year, as mentioned previously account for
this discrepancy.

Ezpenditures.

Total expenditures chargeable aginst ordinary receipts amounted to
$3,094,152,487 for the fiscal year 1930 as compared to $3,848,463,190
for 1929, an increase of $145,689,297, or 3.8%. Of this total, ordinary
expenditures (i. e., the amount expended exclusive of public debt retire-
snents chargeable against ordinary receipts) amounted to $3,440,268,884
during this fiscal year as compared to $3,298,859,486 last year, an in-
crease of $141,409,398. Public debt retirements chargeable against ordi-
nary receipts were $553,883,603 this year compared to $549,603,704 in
the preceding year, an increase of $4,279,809. Comparisons between ex-
penditures for 1929 and 1930 are presented in the following table.

EXPENDITURES CHARGEABLE AGAINST ORDINARY RECEIPTS,
CLASSIFIED ACGORDING TO MAJOR GROUPS, FOR THE
FISCAL YEARS 1929 AND 1930.

[On basis of dally Treasury statements (unrevised).]

Classes of Ezpenditures. 1929. 1930. Increase. | Decrease.

Ordinary expenditures— s $
General expenditures:
20,000,000, 2,500,000
700,000 200,000
14,200,000 900,000
193,100,000

500,000
13,300,000
200,400,000
416,900,000 453,500,000
28,900,000 32,500,000
43,100,000 100,000
364,600,000 374,200,000
301,100,000{ 290,000,000
171,200,000 177,600,000
40,000,000 54,300,000
11,300,000 10,600,000
417,300,000 446,900,000

40,300,000| 49,580,000
40,100,000{ 45,500,000
2,106,500,000|2,162,700,000

‘Treasury Department.....
War Department ... .-
Department of Justice. ...
Post Office Department ...
Navy Department
Interior Department
Department of Agriculture.
Department of Commerce. -
Department of Labor
Veterans' Bureau
Other independent offices
and commissions. . . ...~
District of Columbia and
unel 1s:ified items

3,600,000

14,300,000
29,600,000
9,200,000
5,400,000
56,200,000

Other ordinary expenditures:
Interest on public debt.___
Refunds of tax receipts....
Postal deficiency -
Shipping Board
Agricul. marketing fund, net
All other, incl. trust funds.

19,000,000
54,600,000
3,000,000

659,300,000
158,000,000
91,700,000
15,900,000/ 31,700,000| 15,800,000

150,000,000{150,000,000
190,900,000| 186,900,000

1,192,400,000(1,277,600,000| 85,200,000
Total ordinary expend's-|3,298,900,000|3,440,300,000{141,400,000

678,300,000
212,600,000
94,700,000

Public debt retirements
chargeable agalnst ordinary

receipts 553,900,000

549,600,000 4,300,000

Tgk?(lae:li%ﬁ?lgtl‘::g ﬁl&g{gf}: 3,848,500,000(3,994,200,0001145,700,000

The increase of $145,700,000 in total expenditures chargeable against
ordinary receipts reflects an increase of $56,200,000 in the so-called gen-
eral expenditures for operating the Federal Government and an increase
in all other expenditures of $89,500,000. General expenditures for oper-
ating the various Government departments, including the legislative and
executive branches, increased over 2.6% and all other expenditures in-
creased slightly over 5.1% compared with 1929.

The increased expenditures for general government reflect largely in-
creases of $36,600,000 for the War Department, $29,600,000 for the
Veterans’ Bureau, and $14,300,000 for the Department of Commerce; the
latter represents largely increased expenditures in connection with the
work of the Bureau of the Census. These increases were partly offset
by declines of about $43,000,000 for the Post Office Department, $11,100,-
000 for the Interior Department, and $7,300,000 for the Treasury Depart-
ment. In this connection it should be noted that nonrecurring expendi-
tures of the Post Office Department were exceptionally large in 1929,
owing to the compensation to railroads during that year for mail trans-
portation service rendered in earlier years. This payment made in 1929
explains in large measure the decline of $43,000,000 in the amount ex-
pended for the department in 1930 compared with the previous year.

The increase in other expenditures chargeable to ordinary receipts is
asoounted for primarily by Joans from the fund established by the Agri-
eultural Marketing Act approved June 15, 1920, in the net amount of

about $150,000,000 for the fiscal year. Increases in expendifures were
partly offset by a decline of $19,000,000 in interest payments on the
public debt and by a reduction of $54,600,000 in the refunds of internal
revenue and customs receipts.

Chart 4 [this we omit.—Ed.] shows the trend of total expenditures
chargeable aginst ordinary receipts since 1923. Two tendencies are
noticeable: The proportion of general expenditures to total expenditures
has remained fairly constant, varying between 51% and 55% and the
proportion of interest payments has consistently declined from 28% of
total expenditures in 1923 to 17% in 1930. The amounts expendeds for
general government have varied between $2,974,000,000 and $3,440,000,-
000, The increase in these expenditures over the period reflects in con-
siderable measure growth in the responsibilities which devolve upon the
Federal Government for many types of supervisory, developmental, and
research activities, The decline in interest payments on the public debt
is the result of reduction both in the public debt outstanding and in the
annual rate of interest.

Surplus.

The surplus of ordinary receipts for the fiscal year 1930 over expendi-
tures chargeable against these receipts was $183,789,215, according to the
daily Treasury statement, unrevised. The entire surplus was applied dur-
ing the year to retirement of the public debt. A summary of ordinary
receipts, expenditures chargeable aginst ordinary receipts, and the surplus
for the past nine years is presented in the accompanying table:
ORDINARY RECEIPTS, EXPENDITURES CHARGEABLE AGAINST

ORDINARY RECEIPTS, AND SURPLUS, FOR THE FISCAL
YEARS 1922 TO 1930.

[On basis of daily Treasury statements (unrevised).)

average

Ezpenditures
Chargeable Against
Ordinary Receipts.

$3,795,302,500
3,697,478,020
3,506,677,715

Total
Ordinary
Receipts.

$4,109,104,151
4,007,135,480
4,012,044,701

Fiscal Year. Surplus.

$313,801,651
309,657,460
505,366,986
250,505,238
377,767,817
635,809,922

3,643,519,875 308,828,281

3,848,463,190 184,787,035
4,177,941,702 3,994,152,487 183,789,215

Compared with expenditures, the surplus indicates that ordinary receipts
were only 4.6% in excess of the Government’s requirements. As stated in
my last report, the management of Federal finances so as to accomplish
such a close adjustment of receipts to expenditures is considered by the
Treasury to be very satisfactory, especially in view of the fact that sinking
fund and other debt retirement operations are adequate to retire the public
debt at a reasonably rapid rate.

The surplus receipts were larger than anticipated. The estimated sur-
plus shown in the Secretary’s annual report for 1929 was $225,581,634.
This amount was subsequently reduced to $145,581,634 to allow for the
income tax reduction authorized by Congress in December 1929. The
surplus receipts were about $38,000,000 in excess of this adjusted esti-
mate. The major variations between the actual results and the esti-
mates are summarized in the following table: E
PRINCIPAL VARIATIONS IN ORDINARY RECEIPTS AND EXPENDI-

TURES CHARGEABLE AGAINST ORDINARY RECEIPTS, AS
COMPARED WITH ESTIMATES FOR THE FISCAL

YEAR 1930.
Actual Greater () or
Less (—) than Estimate

*—$10,700,000
19,400,000

*--88,700,000

Ordinary receipts:
Tax receipts
Miscellaneous receipts

Total ordinary receipts
Expenditures chargeable against ordinary receipts:
Ordinary expenditures—
General expenditures.
gnt;;lcunuml marketing fund (net) -

‘Total ordinary expenditures. - - - ---ce--c-coeoeemmmemma e -+$47,000,000

—176,500,000
—29,500,000
*-+-$38,200,000

Public debt expenditures chargeable against ordinary receipts
Total expenditures chargeable against ordinary recelpts

*After adjustment for 1929 tax reduction.

Total ordinary receipts were substantially as estimated. Tax receipts
failed by $10,700,000 to reach the estimated figure, but this loss was
more than offset by the fact that miscellaneous receipts were $19,400,000
in excess of expectations. Ordinary expenditures were $47,000,000 more
than anticipated. Although general expenditures for Government depart-
ments were $31,700,000 under the estimates, other ordinary expenditures
exceeded the estimates by $78,700,000 due principally to the amounts
loaned from the agricultural marketing fund.

Notwithstanding the increase in ordinary expenditures, as compared
with the estimates, the surplus exceeded the estimated $145,681,634.
This was due to the fact that public debt retirements chargeable against
ordinary receipts were about $76,500,000 less than anticipated chiefly as
a result of foreign payments made in cash instead of in securities. In
the Budget it was assumed that payments by foreign governments would
be made in United States obligations. Under the various Acts relating to
foreign indebtedness, payments of interest and principal may be made in
United States obligations. The securities so received have been canceled,
automatically reducing the public debt, and such retirements have been
included in the public debt retirements chargeable against ordinary re-
ceipts. As explained on page 37, it has been the practice of foreign gov-
ernments in recent years to make practically all payments in securities.
Accordingly, it has been the Govvernment’s practice to include among the
estimated public debt retirements chargeable against ordinary receipts
amounts approximately equal to the prospective receipts from foreign gov-
ernments. In June 1930, however, payments by foreign governments of
principal and interest were made in cash. Of these cash payments the
entire amount on account of interest, and that part of payments of prin-
cipal on account of surplus war and relief supplies sold on credit (as
described on page 53), are not required by law to be used for debt
retirement. Therefore public debt retirements from these receipts could
not be included in retirements chargeable against ordinary receipts for 1930.

In order to facilitate the interpretation of Government accounts and of
the surplus in the future, a revision was made in the analysis of receipts
and expenditures included in the daily Treasury statement, effective July 1
1930, whereby the operations of special funds and trust funds are shown
separately from the operations of the general fund. The description of
this revised etatement appears as Exhibit 70, page 433.
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THE PUBLIC DEBT.*
General Review of Operations.

Fiscal year 1930.—During the fiscal year 1930 public debt receipts on all
accounts aggregated $3,722,970,170.85 and expenditures, $4,468,859,619.27.
Accordingly the gross debt of $16,931,197,747.60 outstanding at the be-
ginning of the year was reduced to $16,185,308,209.18 at the end. The
net reduction in the debt was $745,889,448.42, of which amount $553,883,-

603.25 was discharged from ordinary receipts through the cumulative sink-
ing fund and other established debt retirement accounts.

the reduction was effected chiefly through retirements from surplus.

The balance of
The

total interest-bearing debt was reduced $717,049,029.85, the matured debt
on which interest has ceased was reduced $19,036,029, and the debt bear-

ing no interest was reduced $9,804,390.07.

The reduction

in the interest-

bearing debt was almost wholly confined to short-term issues, a net total
of $703,682,019.35 being retired, including $627,994,000 314% Treasury

notes.

The following comparison of the various classes of debt outstanding on
June 30 1929, and on June 30 1930, indicates the character of the changes
effected during the year, which, as stated above, are confined almost
entirely to the short-dated debt.

CHANGES IN THE PUBLIC DEBT OUTSTANDING JUNE 30 1929 AND
1930, BY CLASSES.

June 30
1929.

June 30
1930.

Increase (+) or
Decrease (—).

Interest-bearing debt—
Regular issues:
Pre-war bonds.
Liberty bonds.
Treasury bonds.

‘Total bonds
Treasury notes
Certificates of indebtedn's
Treasury bills
‘Treasury savings certif's..

‘Total regular issues
Special issues Treas'y notes
(trust funds)

‘Total int.-bearing debt. .
Matured debt on which in-

Debt bearing no Interest.....
Total gross debt.

$

770,207,310.00
8,217,508,450.00
3,136,986,600.00

$

772,544,850.00
8,201,803,900.00
3,136,986,600.00

$

+2,337,540.00
—15,704,550.00

12,124,702,360.00
2,254,109,500.00
1,640,199,500.00

13,028,019.35

12,111,335,350.00
1,626,115,500.00
1,264,354,500.00
155,916,000.00

—13,367,010.00
—627,994,000.00
—375,845,000.00
+155,916,000.00

—13,028,019.35

16,032,039,379.35
606,902,000.00

15,157,721,350.00
764,171,000.00

—874,318,029.35
+157,269,000.00

16,638,941,379.35

50,751,399.26
241,504,968.99

15,921,892,350.00

31,715,370.26/
231,700,578.92

—717,049,029.35

—19,036,029.00
—9,804,390.07

16,931,197,747.60

16,185,308,299.18

—745,880,448.42

In the course of the year six regular issues of Treasury certificates of
indebtedness, in the aggregate amount of about $2,100,000,000, matured
on quarterly tax-payment dates. There was the customary concentration
in the Treasury’s receipts around these dates. As is usual under such
circumstances, the Treasury’s requirements on a given quarterly tax-
payment date were determined on the basis of the estimated excess, over
current receipts, of maturing Treasury obligations and of ordinary expen-
ditures for the subsequent quarter. Until the mid-December financing in
1929, it had been the practice to provide for the full quarterly require-
ments, so determined, through an issue of certificates of indebtedness, the
proceeds of which were left on deposit with the purchasing banks until
required by the Treasury to meet its current expenditures. This procedure
was followed in providing for requirements for the quarter beginning Sep-
tember 15 1929, but thereafter certificates were not invariably issued to
meet the total estimated requirements between quarterly tax-payment
dates. Instead they were issued in somewhat smaller amounts and were
supplemented by subsequent sales of Treasury bills for cash. Four regular
issues of Treasury certificates of indebtedness, in the aggregate amount
of $1,814,062,000, and four supplementary issues of Treasury bills, in
the aggregate amount of $312,024,000, were made during the fiscal year.

The Treasury requirements for the quarter beginning September 15
were met through an issue of 47%9% certificates of indebtedness, Series
TJ-1930, dated September 16 1929, with a 9-month maturity on June 16
1930. Subscriptions aggregating $1,480,696,500 were received and a
total of $549,707,5600 was alotted and issued. Particulars concerning this
issue were given in the report for 1929.

For the quarterly financing necessary to meet the payments due on
December 15 1929, including about $700,000,000 of maturing certificates,
and to place the Treasury in funds for meeting the greater part of its
requirements up to the next tax-payment date on March 15 1930, sub-
scriptions were invited on December 6 1929, for an issue of 3149% certi-
ficates of indebtedness, Series TS-1930, dated December 16 1929, with a
9-month maturity on September 15 1930. Subscriptions aggregating
8722,552,600 were received, and a total of $351,640,500 was allotted and
issued. Supplementing this issue of certificates, and for immediate cash
requirements, tenders were invited on December 10 for an issue of
$100,000,000 of Treasury bills, dated December 17 1929, with a
90-day maturity on March 17 1930. This was the initial offering of
Treasury bills, the new type of short-term security issuable on a discount
basis under competitive bidding and designed to supplement regular issues
of certificates of indebtedness as a part of the short-term financing. For
this issue tenders aggregating $228,901,000 were received. The highest
bid received was 99.310, equivalent to a bank discount rate of 2.769,
and the lowest bid accepted was 99.152, equivalent to a bank discount
rate of 8.392%. The average price received for the issue was 99.181,
equivalent to a bank discount rate of 8.276%. The Treasury’s require-
ments for the same quarter were further supplemented by a second offer-
ing of Treasury bills announced on February 11 1930, tenders being
invited for 90-day bills, dated February 18 1930, to mature May 19 1930,
to the amount of $50,000,000, or thereabouts Tenders aggregating
$186,183,000 were received, and a total of $56,108,000 was accepted at
prices ranging from 99.250 down to 99.125, the average price being 99. 173,
equivalent to a bank discount rate of 3.306%.

On March 7 1930, subscriptions were invited for an issue of 9-month
81, 9% certificates of indebtedness of Series TD-1930, dated and bearing
interest from March 15 1930, and maturing on December 15 1930. For
this issue subscriptions aggregating $1,290,990,000 were received, and a
total of $483,341,000 was allotted and issued. Following the precedent
and procedure established in the preceding quarter, this regular issue of
certificates of indebtedness was supplemented and followed by issues of
Treasury bills when needed for the Treasury’s further requirements up to
the next tax-payment date on June 15. Two issues were subsequently
made as a part of the quarter’s financing. On April 7 1930, tenders were
invited for bills dated April 15 1930, with a 90-day maturity on July 14
1930, to the amount of $50,000,000 or thereabouts. Tenders aggregating
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$132,377,000 were received, and a total of $51,316,000 accepted at prices
from 99.315 to 99.250, the average price accepted being 99.267, equivalent
to a bank discount rate of 2.933%. For the other issue tenders were
invited on May 12 1930, for bills dated May 19, with a 91-day maturity
on August 18 1930, to the amount of $100,000,000, or thereabouts.
Tenders aggregating $275,674,000 were received, and $104,600,000 were
accepted at prices from 99.400 to 99.331, making the average price for
the issue 99.357, equivalent to a bank discount rate of 2.544%.

The final offering of short-term securities for the year was announced
on June 7 1930, when subscriptions were invited for an issue of 12-month
27%% certificates of indebtedness, Series TJ-1931, dated and bearing
interest from June 16 1930, and maturing on June 15 1931. Subscriptions
aggregating $2,398,792,000 were received, and a total of $429,373,000 was
allotted and issued.

Department circalars and public announcements covering the above issues
will be found in the appended exhibits except for those covering the issue of
certificates on September 16 1929, which will be found in report for 1929.
Some further consideration of Treasury bills appears later in this report.

First quarter, 1931.—The issve of certificates of indebtedness of June
16 was supplemented after the close of the fiscal year 1930 by two issues
of Treasury bills to complete provisions for the quarter ended September 15.
Un July 7 1930, tenders were invited for an issue of $50,000,000, or there-
abouts, the bills to be dated July 14 and to mature on September 15 1930,
a 63-day term. Tenders were received in the aggregate amount of $328,-
968,000 and $50,920,000 were accepted at prices from 99.720 to 99.660
and averaging 99.672, the average rate on a bank discount basis being
1.876%. On August 11 1930, tenders were invited for an issue of about
$120,000,000, the bills to be dated August 18 and to mature in 91 days,
on November 17 1930. Tenders to the total amount of $397,162,000 were
received and a total of $120,000,000 was accepted at prices ranging from
99.593 to 99.473 with the average price 99.505, making the average rate
1.960 on a bank discount basis.

For the Treasury’s requirements on the September 15 1930, tax-payment
date an issue of 12-month 23;9% certificates of indebtedness of Series TS-
1931, to the amount of $325,000,000 or thereabouts, was offered for sub-
scription on September 8 1930 with certificates dated September 15 1930,
to mature on September 15 1931. Although the interest rate was the
lowest ever offered by the Treasury on a regular short-term issue, sub-
scriptions aggregating $1,237,502,500 were received, the issue being about
four times oversubscribed. A total of $334,211,000 was accepted.

The official circular governing the certificate issue, and all public an-
nouncements concerning that issue and the two issues of Treasury bills
after June 30 1930, will be found in the appended exhibits.

Summary of issues.—Summary data regarding the certificates of in-
debtedness issued from September 16 1929, to September 15 1930, and
the Treasury bills issued from December 17 1920, to August 18 1930, are
presented in the following tables:

ISSUES OF CERTIFICATES OF INDEBTEDNESS, SEPT. 15 1929 TO
SEPT. 15 1930.

Date of
Maturity.

Amount

Date of
‘ Issued.

Issue. Issues.

Sept. 16 1929
Dec. 16 1929
Mar. 15 1930
June 16 1930 | June 15 1931

Sept. 15 1930 | Sept. 15 1931 334 211 1000

ISSUES OF TREASURY BILLS, DEC. 17 1929 TO AUG. 18 1930.

June 16 1930
Sept. 15 1930
Dec. 15 1930

$
549,707,500
51,640,500

Rates corre

o]

Indicated
Prices.

Face
(Maturity)
Value, Total
Issue.

Days
10
Ma-
turity.

Price
(per
$100).

Total
Amount
Recetved.

Date of

Date of
Maturity.

Issue. Bank|True

Disc.| Disc.!

c| s $
276 3 350 99,180,780.45100,000,000.00
760‘2 .818
392/3.469)
3063 380 55,644,231.50, 56,108,000.00
000,3 06

500(3.5
.9332. 996 50,939,735.00

l
|
7402 9 l
|
|
l

'30!Av 99.181
. 99.310

L 99.152
'30/Av.99.173

(Mar. 17 3
2.
3.
3.
1H 99, 2503
2.
2.
2.
2.
2.

Dec. 17 90

Feb. 18 90 [May 19

125,

'30AV 90 267

. 99.315
99.250,3.0003

30 AV 99.357(2.544.2. 596 03,927,282.00,104,600,000.00
1H 99.40012.374/2
99.33112.647 2

'30 Av 99.672/1. 876 1 90950 752,788.70, 50,920,000.00

H 99.720/1.600
\L. 99.660/1.9
'30/Av.99.505

Apr. 15 90 July 14 51,316,000.00

MayQ19 91 |Aug. 18

July 14 Sept. 15

Aug. 18 Nov. 17

H. 09.593/1.610/1
L. 99.4732.0852.125!

43| l 97
1.960/1. 9;);:;1]]9 ,405,468.741120,000,000.00

Cost of Government Borrowing.

The cost of Government borrowing during the year was substantialiy
below that of the preceding year, due chiefly to the unusually low rates
at which new securities were issued. An additional factor was the use
of Treasury bills as a supplement to the regular finamcing through certi-
ficates of indebtedness.

The rates at which new issues of Government securities can be mar-
keted are dependent upon conditions in the money market, as evidenced
in part by current market quotations on loans of similar character and
maturity. As outlined in succeeding paragraphs, short-term money rates
in 1929 reached the highest levels in recent years and subsequently dropped
to new postwar low levels. Rates on new Government issues during the
period show similar striking changes. Rates of 6% and 4% % on cer-
tificates issued on June 15 and September 16 1929, respectively, repre-
sented the highest rates at which Government securities have been mar-
keted since 1921. The issues of June and September 1930, carried rates
of 2% and 23 %, respectively. Prior to the June issue, the lowest rate
carried by comparable Government securities was 23,9%, the rate on
certificates issued in June and September 1924. Furthermore, on July
14 and October 15 and 16 1930, funds were obtained through the sale
of Treasury bills at still lower rates, the average bank discount rate on
these issues being approximately 1%%. The steady decline in rates of
debt issues after September 15 1929, is shown in the summary data
above for these issues.

The range in rates on certificates of indebtedness issued during the
fiscal year 1929 was 43 to 53%%, while during 1930 rates on similar
issues range from 2% to 4%%, with these issues after September 16
1929, at or below 3%%. The highest rate on any debt issue after Sep-
tember 16 1029, was slightly over 319, as compared with 4149, the
lowest rate in the preceding fiscal year. !
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The special use of the Treasury bills as a supplement to the usual
method of short-term financing further reduced the cost of borrowing. Funds
secured in February, April, and May through the issue of Treasury bills
would otherwise have been borrowed in the regular issues of certificates
of indebtedness on the quarterly tax-payment dates, that is, in Decem-
ber for the February issue and in March for the April and May issues.
Costs were thus lowered somewhat through the reduction in the period
for which credit was extended to the Government prior to its use.
Furthermore, in the case of the latter two issues of Treasury bills the
Treasury was able to borrow at lower rates than at the preceding quarterly
tax-payment date owing to the rapidity of the decline in open market
money rates during the period.

Credit Conditions.

During the year ended June 30 1930, banking and credit conditions in
the United States went through a complete readjustment. Money rates,
which at the beginning of the period were at a higher level than at any
time since 1920, began to decline rapidly about the middle of November
1929, and by the summer of 1930 were at the lowest levels of postwar
years, Factors accounting for both the advance and the subsequent de-
cline in the cost of credit were dominated largely by conditions in the
security market.

For several years prior to the autumn of 1929, particularly after 1926,
security prices rose continuously and rapidly and the volume of trading
showed unusual expansion, By September 1929, security prices were at
an unprecedentedly high level and the volume of trading had grown to
record proportions. The speculative movement in this country and the
consequent high rates for money were attracting funds from all parts of
the United States and from abroad and were exerting a disturbing influ-
ence on business and credit conditions throughout the world.

Rapid growth in the volume of loans made for speculative purposes
caused the Federal Reserve system as early as 1928 to adopt a firm
money policy. This policy was expressed at first in permitting gold ex-
ports, which were in larger volume at the time, to exert their customary
firming influence on credit conditions, and later in sales of United States
securities and in successive increases in discount rates from a level of
3%% at the end of 1927 to 5% at the beginning of 1929, together with
increases in buying rates on acceptances. As a result of gold exports
and open-market operations of the Reserve Banks, and notwithstanding
the rise in discount rates, the volume of member bank discounts increased
rapidly during the first half of 1928 and was close to a billion dollars
during most of the following year, a volume not exceeded since the early
postwar years. In these circumstances money conditions became increas-
ingly firm and there was a definite slackening in the growth of member
bank credit, including loans extended by member banks to brokers and
dealers in securities. Continued growth in the demand for credit from
the security market, however, was met by large increases in loans to
brokers made by corporations and other nonbanking lenders. At the
beginning of 1929 it was evident that conditions leading to the adoption
of the reserve system’s firm money policy still continued. In February
the Federal Reserve Board issued to the Reserve Banks and to the public
a statement pointing out that in the prevailing circumstances the grant-
ing of additional security loans or the maintenance of a large volume
of such loans by member banks that were heavily or continuously in debt
to the Federal Reserve Banks constituted an improper use of Federal
Reserve facilities.

During the spring of 1929 there was a reduction in the volume of
member bank loans and investments, the decline representing a decrease
in loans on securities and in investment holdings, offset in a measure by
a partly seasonal increase in so-called other loans. In June, however,
loans on securities advanced again and so-called other loans continued to
increase.

Renewed increase in speculative activity in the security market, after
the temporary slackening in the spring, was reflected in further demands
for funds to finance operations in securities, and by midsummer of 1929
money rates were at the highest level in more than seven years. The
greatest increase occurred in open-market rates, and particularly in rates
for money used to finance stock market transactions. Open-market rates
on time loans on securities at 8 to 8149 in June were about 214 % higher
than a year earlier. Rates on bankers’ acceptances at 5% % were about
1%% above the level of the year before, and rates on commercial paper
at 6% were 1% % higher, while rates on bank loans to customers were
on the average about one-half of 1% higher than a year earlier,

Attracted by the prevailing high level of money rates and by oppor-
tunities for speculative profits, funds flowed into this country from
abroad during most of 1929. This led to an inward movement of gold,
which added about $270,000,000 to the country’s stock of monetary gold
betweeu January and October of that year. The increase in gold stock
was, however, not reflected in a reduction of member bank discounts at
the Reserve Banks, but was taken up largely in the liquidation of Reserve
Bank acceptance holdings, which carried a higher rate than discounts, and
in part by further sales of United States securities by the Reserve Banks.

At the commencement of the agricultural harvesting and marketing
season, in July und August, Reserve Bank buying rates on acceptances
were reduced from a level of 5% % for various maturities to 63 for the
same maturities, and on August 9 the discount rate at the New York
Reserve Bank was advanced from 5 to 6%. The establishment of lower
rates on acceptances, as compared with the New York discount rate, en-
couraged the sale of acceptances to the Reserve Banks as the season
progressed and the volume of acceptances drawn and outstanding increased.
As a consequence, bill holdings of Reserve Banks increased more rapidly
than the seasonal demand for additional Reserve Bank credit, so that
discounts for member banks in New York Oity declined and conditions
in the money market became easier.

During the last half of 1929 very marked changes occurred in the busi-
ness and credit situation. Industrial production, which had reached record
high levels at the middle of the year, commenced to decline in July.
The outlook for corporation profits was adversely affected by continuing
evidence of decreasing business activity and actual reports of reduced
earnings. In the security market, notwithstanding some easing in the
money situation, rates on collateral loans continued at a high level.
Security prices commenced to decline in September. At the same time
the volume of loans to brokers continued to increase with exceptional
rapidity, a fact which, in the face of declining security prices, was evi-
dence of a movement of securities from holders with large equities to
holders with emaller equities, or from stronger into weaker hands. The
position of the security market was further weakened by the occurrence
of a conspicuous failure in the British market and by withdrawals of
foreign funds from this country. On September 26 the Bank of England,
following recurrent declines in its reserves, increased its discount rate
from 5%% to 6%%. These developments, coming at a time when

industry was reacting from an earlier overstimulation in important lines,
culminated in October and November in viclent declines in security prices.
Despite some recovery during the last month of the year, stock prices at
the end of December, as measured by the Standard Statistics index of
404 stocks, were about 85% below the high point which was reached in
September. :

The break in security prices was accompanied by a liquidation of loans
on an unprecedented scale. Total reported loans to brokers in New York
City declined from about $8,550,000,000 at the beginning of October
to about $4,000,000,000 at the end of the year. This decrease of about
$4,550,000,000 reflected chiefly the withdrawal of funds from the mar-
ket by lenders other than member banks. In its initial stages this with-
drawal of funds resulted in New York City member banks taking over
the loans on these other lenders. By the end of the year, however, loans
to brokers by member banks in New York City also declined, averaging
lower in December than in August and Séptember. Notwithstanding some
increase in member bank loans on securities to others than brokers, the
net liquidation of reported loans on securities amounted to about $4,000,-
000,000 for the period.

During the first half of 1930 loans to brokers in New York City by
nonbank lenders continued to decline, and there was considerable shifting
of brokers’ loans to member bank account, chiefly at member banks in
New York City. By the end of June, however, security loans of all mem-
ber banks were about $150,000,000 larger than at the end of 1929 and
about $340,000,000 larger than at the beginning of October of that year.
This growth in the security loans of member banks was not as large as
the liquidation of loans by nonbanking lenders, and total reported loans
on securities declined further during the first half of 1930, bringing the
net reduction for the nine months ended June 30 1930, to nearly $5,000,-
000,000,

During the first week of heavy liquidation in the security market,
when loans to brokers by member banks in New York City were sharply
increased to offset the withdrawal of funds from the market by nonmbank
lenders and out-of-town banks, there was a corresponding increase in
member bank deposits, and consequently in the required reserves of
member banks. With the passing of the speculative situation, however,
the Federal Reserve policy which, for about two years had been directed
toward firm money, was reversed and became favorable to easier money
conditions. During the week ended October 30 the Reserve Banks bought
$150,000,000 of United States securities in the open market, reducing by
that amount the need for additional member bank borrowing and seo
facilitating the process of liquidation which was in progress. In No-
vember and December the Reserve Banks made additional purchases of
securities. By the beginning of 1930 their security holdings amounted
to about $500,000,000, compared to about $160,000,000 during the
summer of 1929. Subsequent purchases brought the total to about
$600,000,000 in September., Federal Reserve rates were also reduced.
Beginning with the reduction in the discount rate at the New York Bank
from 6% to 5% on November 1 1929, there were successive reductions
at all Reserve Banks, and by the end of September 1930, the rate was 3%
at Boston, 21%49% at New York, and 8%9% at all other Reserve Banks.
Buying rates on acceptances were also reduced and on October 1 1930,
ranged from 17%9% for maturities up to 75 days to 23 % for four to
six month bills.

The decline in money rates in this country in the autumn of 1929 had
resuited in an outward movement of about $100,000,000 of gold before
the end of the year. Beginning in January, however, there was a net
inflow of gold, reflecting chiefly imports from South America and the
Orient, and by the end of June the country’s stock of gold was higher
by $200,000,000 than a year earlier. In July and August gold moved
outward again, chiefly to France and Canada, but these gold exports did
not result in firmer conditions in the money market, since their effect
was counterbalanced in July by a decline in the domestic demand for
currency and in August by open market purchases of securities by the
Reserve Banks. In the autumn member bank indebtedness at the Reserve
Banks, at a level below $200,000,000 showed a decrease of about $800,-
000,000 from the year before.

Reflecting decline in the demand for credit in the security market and
also in the demand by trade ard industry, together with an inflow of
gold from abroad and the easy money policy of the Federal Reserve System,
money rates in the summer and early autumn of 1930 were at the lowest
levels of the post-war period. At the end of September the open market
rate on 90-day bankers’ acceptances was 17%%, and on prime commercial
paper 8%, compared with 5%% and 6% %, respectively, a year earlier,
and 2% and 8@8%% at the low point in the middle of 1924. Open
market rates on time loans secured by stocks and bonds as collateral were
quoted at 214 @2% %, compared to 9@9% % a year before, and an average
of 2.6% for the last week of July 1924. Rates charged customers were,
on the average, about 1% % below the high point reached in October 1929,
and at the lowest level since 1921,

Treasury Bills.

Reference has already been made in this report to the initial issue of
Treasury bills as a part of the financing for the quarter beginning on
Dee, 15 1929, Some discussion of this new type of short-term security was
presented in my report for 1920, and the general circular fixing the
terms of the bills and the conditions of their issue was included in that
report, On Dec. 10, in announcing the initial issue to be made on Dec, 16
1929, the following statement was made:

‘This offering will constitute the first issue of Treasury bills, which are a new form
of Government security authorized by a law enacted by the last Congress. While
the law authorizes the issuance of Treasury bills with a 12-month maturity, generally
speaking they will be issued, as in the case of this offering, with a 90-day maturity
or with & maturity not In excess of three months. Issued from time to time as the
current financial needs of the Government may dictate and with frequent and con-
venlent maturities, they should furnish an attractive medium for short-term invest-
ment, They are intended to supplement rather than to supplant Treasury cer-
tificates of indebtedness, which, with maturities usually ranging from 6 to 12 months,
have up to the present time constituted the principal medium of short-term
Government financing.

Treasury bills offer certain advantages as compared with Treasury certificates.
Their issue can be timed to coincide almost exactly with the needs for funds as com-
pared with the existing practice of borrowing four times a year on fixed dates through
certificate offerings; they will not be sold at par with an Interest rate fixed by the
Treasury but at a discount rate fixed by the subscribers through competitive bidding;
their maturities can be timed to correspond closely to the actual collection of Income
taxes Instead of falling on the nominal date of tax payment; and, finally, the Treasury
should be able to take advantage of periods of seasonal ease for short-term borrowing
instead of being compelled to offer a large lssue of securities during a temporary
stringency and high money rates.

The Treasury Department belleves that Treasury bills will prove to be an efficlent
and economical additional medfum through which the short-term financing of the
Government may be conducted and hopes that they will recelve a favorable recep-
tion on the part of the public.

It will be recalled that under the Act approved June 17 1920, authoriz-
ing their issue, Treasury bills were exempt as to principal and interest
from all taxation (except estate or inheritance taxes), but that gains
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from the sale or other disposition of Treasury bills were subject to income
tax and losses were deductible. As a practical matter, little or mno
revenue could be realized from taxing gains on Treasury bills. This
follows from the fact that gains and losses in practically all cases would
offset each other and, in any case, would be inconsequential because of
the short term of the bills and the narrow range within which their
prices fluctuate. Furthermore, the bookkeeping records required in order
to calculate gains, as differentiated from exempt interest, were so compli-
cated that a very real sales resistance resulted. The situation was brought
to the attention of the Congress, which provided a corrective measure
through the Act approved June 17 1930. This Act provided that capital
gains on Treasury bills should be exempt from taxation and that losses
should not be deductible. This new provision of law required a change
in the terms of Treasury bills thereaiter to be issued and a change in the
method of showing on tax returns the income received on such bills. In
consequence of these changes an amended Department Oircular No. 418
and Treasury Decision 4292, both dated June 26 1980, were issued.
Treasury Decision 4292 is incorporated in the amended circular, which
will be found as Exhibit 25 in this report.

By the close of the last fiscal year Treasury bills were successfully
established as one of the important means for short-term financing;
and except for the disability just referred to, which had been removed
by the Act of Congress approved June 17 1930, they were fully meeting
the Treasury’s expectations. Issues of Treasury bills offered subsequently
were subject to the amended law.

Cumulative Sinking Fund.

For the fiscal year 1930 the appropriation for the sinking fund was as
follows :

Unexpended balance from 1929

Initial credit

Secondary credit:
Derlved from retirements prior to July 1 1930...8123,905,360.28
Derived from retir ts during 1930 5,615,313.86
129,520,674.14

$382,925,568.19

In response to a public offer made on July 11 and closed on July 16
1929, Federal Reserve Banks purchased for the sinking fund, on tenders
by holders, $75,864,950 face amount of 3149 Treasury notes, Series A-1930-
1982, at 98 and accrued interest. In connection with the issue of 4% %

$20.18
253,404,864.87

Total, including unexpended balance.

"nine-month certificates of indebtedness dated Sept. 16 1929, $100,000,000

face amount of 8% Treasury notes of the three outstanding series was
sequired for account of the sinking fund through receipt at a fixed price
of 98 and accrued interest in part payment for the certificates. From time
to time additional amounts of 3149 Treasury notes were purchased at
the market, a total of $202,354,000 face amount being so acquired at a
principal cost of $200,545,125, an average price of slightly over 99 3/32.
In addition, $150,000 face amount of first 4s were purchased at 95 and
interest, and $10,000,000 face amount of fourth 4148 were purchased,
$2,500,000 at 98 26/32 and $7,500,000 at 98 30/82 and interest. Debt
aggregating $388,368,950 in face amount accordingly was retired at a
principal cost of $382,825,400.49.

8149, Treasury Notes.

On Sept. 10 1930 a call was issued for the redemption on Mar. 15 1931
of all outstanding 8% % Treasury notes of Series A-1930-1932 and Series
B-1930-1932. These two series of 8%% Treasury notes were issued in
connection with the refunding of the second Liberty loan. Series A-1930-
1932, in total amount $1,360,456,450, was issued on Mar, 15 1927, in
exchange for second Liberty loan 4% 9% bonds, and Series B-1930-1932,
in total amount $619,495,700, was issued on Sept. 15 1927—$368,973,100
in exchange for second Liberty loan 41,9 bonds and $250,522,600 against
cash subscriptions. Each series carried a five-year maturity, bul was made
subject to call, on six months’ notice, on any interest-payment date on
and after three years from date of issue. Series A, accordingly, became
subject to call on Mar. 15, and Series B on Sept. 15 1930. Up to the
date of the call on Sept. 10 there had been retired $711,3880,100 of the
original issue of Series A and $119,192,000 of Series B, or an aggregate
total of $880,572,100. The following table summarizes the operations in
these securities:

TRANSACTIONS IN 314% TREASURY NOTES OF 1930-1932, SERIES A
AND B, FROM DATE OF ISSUE TO SEPT. 10 1930.
Amount.
$1,360,456,450
619,495,700

$1,979,952,150

Issued:
Serfes A, 1930-1932..
Serles B, 1030-1932

Retired:
Sinking fund
Payments from forelgn Governments...
Surplus receipts

$366,614,150
275,990,150
145,000,000
42,967,800

$830,572,100

$649,076,350
500,303,700
-$1,140,380,050

A third issue of similar notes, Series 0-1980-1932, was made on Jan. 16
1928, in total amount $607,399,650, all in exchange for third Liberty
loan 4% % bonds as a part of the refunding of that loan. A total of
$451,722,450 remains outstanding. These notes will mature on Dec. 15
1932, but may be called for redemption, on six months’ notice, on any
interest-payment date on and after Dec. 15 1930,

29, Consols of 1930,

The 29 Consols of 1930 were issued under authority of the Act
approved Mar. 14 1900, in refunding of certain other outstanding bonds
at higher rates of interest. They were dated April 1 1900, and the law
provided that they chould be payable at the pleasure of the United States
after 30 years from the date of their issue. The terms were fixed accord-
ingly and the bonds given an indeterminate maturity after April 1 1930.
On Dec. 12 1929 the following public statement was issued:

In view of the many inquirles received at the Treasury with respect to
Consols of 1930 whi’h, by their terms, are redeemable at the pleasure of m‘%iﬁ;"&
States after April 11930, Secretary Mellon to-day announced that these bonds would
not ,be called for redemption on April 2 1930, which is the earliest date the option
reserved to the United States may be exercised.

ized for FRASER

The Panama 2s likewise are now subject to call, but have fixed maturi-
ties, one series in 1936 and the other in 1938. These three issues of 2%
bonds are the only cutstanding bonds of the United States bearing the
so-called circulation privilege, and on June 30 1930 a total of $666,219,760,
of an aggregate total of $674,625,630 outstanding, was on deposit with
the Treasurer of the United States as security for the issue of circulating
notes by National banks.

Debt Payment.

The reduction in the war debt commenced in the fiscal year 1920.
During the 11 full fiscal years from the beginning of that fiscal year
on July 1 1919 to the close of the last fiscal year on June 30 1930, more
than $9,296,000,000 of the public debt was retired—about 36% %, or more
than one-third. It will be recalled that the Congress provided for the
liquidation of the war debt through two definite provisions—(1) the
camulative sinking fund, and (2) the application of any repayment of the
principal of loans to foreign governments under the Liberty Bond Acts.
Each year’s budget makes full provision for the execution of these two
basic provisions for debt payment. In addition, the Congress has directed
the application of certain miscellaneous receipts to debt reduction, and has
authorized the receipt of interest-bearing obligations of the United States
for any amounts due from foreign governments on account of principal or
interest under the debt settlements, which authority has largely been
availed of by foreign governments. The aggregate of the several accounts
makes up what has been termed “the permanent debt reduction program,”
and all expenditures for such accounts are chargeable against ordinary
raceipts. In recognition of the soundness of making early progress in
the reduction of war-time indebtedness when prosperity and productive taxes
have yielded receipts in excess of expenditures, surplus receipts have also
been applied to the retirement of outstanding debt, The following sumnmary
shows the principal accounts through which the war debt has been dis-
charged, with the percentage of each to the total retirements indicated:

SUMMARY OF REDUCTION IN GROSS DEBT FROM JUNE 30 1919 TO
JUNE 30 1930.

[On basis of daily statements (revised).]*

Amount.

Gross debt outstanding:
June 30 1919
June 30 1930

Total reduction

Debt reduction:
Chargeable to ordinary receipts—
Cumulative sinking fund
Recelved from foreign Governments:
Cash repayments of principal....
Bonds, &o., recelved as principal
Bonds, &¢., received as interest.

$25,482,034,418.49
16,185,308,299.18

$9,296,726,119.31

3,187,468,300.00

-$376,904,500
- 205,446,800
- 906,369,150

t: omoe ---| 1,488,720,450.00

Total from foreign Gover
Miscellaneous:

Franchise tax recelpts—
Federal Reserve banks
Federal intermediate credit banks. .

Federal estate taxes

Gifts, forfeitures, &c

Total miscellaneouS - cocmmemememmammeam=— anmmends

Total chargeable to ordinary receipts
Through reduction in general fund balance—
Balance June 30 1919 $1,226,164,935.26
Balance June 30 1930 312,782,915.03

$146,620,599.09
2,409,863.31
66,171,200.00
15,224,281.75

230,425,044.15| 2.48
$4,906,614,694.15| 52.78

013,382,020.23| 9.82
3,476,729,404.93| 37.40

$9,296,726,119.311100.00

From surplus of receipts
Total reductl

*Figures on basis of dnuY Treasury statements (unrevised) appear in table 40
page 592 [pamphlet report.

Between June 30 1919 and June 30 1930, the annual interest charge,
computed on the basis of the interest-bearing debt outstanding on those
dates, was reduced from $1,054,000,000 to $606,000,000, or almost $450,-
000,000, and the average rate was reduced from 4.178 on the former to
3.807% on the latter date. The effect on the budget of reduced charges
for interest is in part offset, since any reduction in interest through sinking
fund retirements results in an increase in the sinking fund appropriation
in like amount, the amount in this respect as estimated for 1931 being
$138,747,000 of a total available appropriation of about $892,152,000.

Condition of the Treasury.

On June 30 1930 the gross public debt of the United States Government
amounted to $16,185,308,299, and the net balance (cash) in the general
fund of the Treasury on the basis of daily Treasury statements (revised)
was $312,782,915. These figures represent a decrease of $745,889,449 in
the public debt, and a decrease of $11,728,936 in the net balance (cash)
of the Treasury in the fiscal year 1930.

Bullion and coin amounting to $2,184,486,728 on June 80 1930, held
in trust by the Treasury against United States currency outstanding, showed
an increase of $124,075,049 during the fiscal year. Bullion and coin,
amounting to $1,796,239,234 on June 80 1930, held in trust by the
Treasury for the Federal Reserve Board, showed an increase of $2383,813,656
during the fiscal year.

General Fund of the Treasury.

All cash receipts of the Government, except as otherwise authorized
by law, are credited to the general fund, and all expenditures are made
therefrom. This fund shows the assets in the Treasury in the form of
cash and deposit credits and certain current liabilities set off against
such assets. The net balance of this fund represents the working cash
balance required in connection with the receipts and expenditures of the
Government. The net change from the close of the previous fiscal year
is accounted for as follows:

SUMMARY OF THE NET CHANGES IN THE GENERAL FUND BALANCE
BETWEEN JUNE 30 1929 AND JUNE 30 1930, ON THE BASIS
OF DAILY TREASURY STATEMENTS (REVISED).
Net balance per daily Treasury statement June 30 i
1929 $326,713,002.63
Deduct net excess of expenditures over receipts in
June reports subsequently recelved 2,206,151.80

Jet balance June 30 1929 (revised)
Excess of ordinary receipts over expenditures chargeable aga,m"ﬁ24.506.850.83
ordinary receipts in the fiscal year 1930 180,281,009.37
$504,788,760.20

Total to be accounted for
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Public debt retirements: Amount,

Surplus revenue (this is additional to $553,883,603.25 sinking fund
and other debt retirements chargeable against ordinary recelpts)$180,281,909.17
Reduction in net balance in general fund 11,723,935.80

$318,607,168.11

Deduct net excess of expenditures over receipts in
June reports subsequently received 5,824,253.08

Net balance June 30 1930 (revised)... 312,782,915.03
......................... $504,788,760.20

GENERAL FUND OF THE TREASURY JUNE 30 1930 (Revised Figures).

In Treasury offices:
51,254,731.39
6,599,227.00
2,847,706.00
283,720.00
52,165.00
55,806.50
5,233,513.12
4,177,685.07
6,622,158.31
869,693.92

United States notes. ..

Federal Reserve bank notes
National bank notes
Subsidiary silver coin

Minor coins

Silver bullion (at cost)- .
Unclassified (collections, &e.)

[ I A

$77,996,406.31
In Federal Reserve banks:

To credit of Treasurer of United States
In transit

$26,524,266.32
1,612,080.40
—— 28,136,346.72
In special depositary banks: Account of sales of ctfs. of indebtedness 296,623,336.64
In general, limited and insular depositary banks:
To credit of Treasurer of United States.___
To credit of other Government officers._
In transit

£6,957,078.78

-~ 18,914,649.46
1,455,539.23
————  27,327,267.47

In foreign depositary banks:
To credit of Treasurer of United States
To credit of other Government officers..
In transit

$293,071.47
1,319,067.67
880,681.77
—_———— 2,492,820.91
In treasury of Philippine Islands:
To credit of Treasurer of United States

$225,627.14
In transit 2

76.53
225,903.67
Total current assets $432,802,081.72
Deduct current liabilities:
Fed'l Reserve note 5% fund (gold) $36,675,622.56
Less notes in process of redempt'n  1,442,350.00

National bank note 5% fund.... $28,226,376.32
Less notes in process of redempt’n 19,263,897.00

$35,233,272.56

8,962,479.32
645,381.46
9,846,556.48
9,142,427.03
54,463,085.01

- 1,900.00
1,724,064.83

120,019,166.69

$312,782,915.03
-

Corporate and Individual Incomes.

Income tax receipts during the fiscal year 1930, as already noted, were
dependent chiefly upon incomes reported for the calendar years 1928 and
1929. Incomes for the latter year also underlie collections during the
first half of the fiscal year 1931, collections for the last half of that
fiscal year being determined chiefly by incomes for 1930.

Both corporate and individual taxable incomes were unusually large in
1928, The taxable net income of corporations reporting net income for
1928 was about 17% larger than for the preceding year, larger, in fact,
than for any other post-war year. Individual net income showed an
increase of about 129% in 1928 as compared with 1927, and was larger
than for any other year on record.

Complete data from income tax returns for the calendar year 1929 are
not yet available, but tax collections indicate that the taxable net
incomes of corporations were about 9% larger for 1929 than the amount
reported for 1928. The indicated increase in taxable incomes is smaller
than that shown by the available published earnings reports of corporations.
Figures for a sample of corporations publishing earnings reports, combined
and weighted according to their probable relationship to all the corpora-
tions reporting net income for {ax purposes, show an increase in net income
of over 19% for the calendar year 1929 compared to 1928.

The combined published reports of these corporations for the first
three-quarters of the calendar year 1930 show marked decreases from
the first three-quarters of 1929. It should be noted again that these
figures are only in a general way indicative of the corporate incomes
reported for tax purposes, since they are based on a small and, in some
Tespects, an unrepresentative group of corporations, and since statutory
net income reported for tax purposes frequently differs materially from
published net income. Nevertheless, the published net income figures
provide a valuable indication of the direction of change and, to a limited
extent, evidence of the magnitude of change in taxable corporation income.

According to the avilable information, the incomes for the calendar
year 1929 reported by individuals for tax purposes were smaller than those
reported for the calendar year 1928. Conditions during the first three-
quarters of 1930, particularly in the security market, indicate that these
incomes will be still emaller for 1930. It may be noted, however, that
dividend and interest disbursements, which constitute an important item
of individual taxable income, increased during 1929, and that this increase
apparently continued during the first half of 1930. Since then, however,
disbursements of dividends appear to have declined as compared with 1929.

Estimates of Receipts and Ezpenditures.

The following table presents ordinary receipts and expenditures charge-
able against ordinary receipts for the fiscal year 1930, on the basis of
daily Treasury statements (unrevised), with corresponding estimates for
the fiscal years 1931 and 1932. Ordinary receipts include all receipts
other than those arising from public debt transactions. Ordinary expendi-
tures exclude all expenditures for the retirement of the public debt. Ex-
penditures chargeable aginst ordinary receipts include ordinary expendi-
tures and the retirements of the public debt from the sinking fund and
from special receipts described in detail on pages 56 to 61. [Pamphlet re-
port.] Expenditures chargeable against ordinary receipts do not include
retirements of the public debt from the surplus and from a reduction in
the general fund balance. The estimates in the table are on the basis of
the latest information received from the Bureau of the Budget:

RECEIPTS AND EXPENDITURES FOR THE FISCAL YEAR 1930, ON
THE BASIS OF DAILY TREASURY STATEMENTS (UNREVISED),
AND ESTIMATED RECEIPTS AND EXPENDITURES FOR

THE FISCAL YEARS 1931 AND 1932.

1930.

1931.

1932,

Receipts.
Ordinary—
Customs

Internal revenue:
Income tax

Miscellaneous receipts:
Proceeds of Govt.-owned secs.:
Foreign obligations—
Prineipal

Railroad securities

All other securities_........
Proceeds sale of surplus prop'y
Panama Canal tolls, &e
Other miscellaneous

Total ordinary receipts

Expenditures.
Ordinary (Checks and Warran
General expenditures:
Legislative establishment....

Post Office Department..
Navy Department.. .
Interior Department. ...
Department of Agriculture...
Department of Commerce. .-
Department of Labor
Veterans’ Administration. ...
Other independent offices and

commissions. - - - cccccmeaan
District of Columbia

Interest on public debt
Refunds of receipts:
Customs.._.
Internal revenue.
Postal deficiency- -
Panama Canal
Operations in special accounts:

Railroads

War Finance Corp-

Shipping Board

Agricultural marketing loan

fund (net)

Alien property funds. . =
Adjusted service certif. fund.._
Civil service retirement and

disability fund
Investment of trust funds:

Govt. life insurance fund
District of Columbia teachers’

retirement fund

Foreign service retirem't fund

General raflroad contingent

Total ordinary expenditures.
Public debt retirements charge-

able against ordinary receipts:
Sinking fund

Purchase from foreign rcpu-y-

Received from foreign Govts.
under debt settleménts....
Received from estate taxes..
Purchases from franchise tax
receipts (Federal Reserve
banks and Federal inter-
medlate credit banks)
Forfeitures, gifts, &c.

Total expenditures charge-
able against ordinary rects.

-

Excess of ordinary recelpts over
total expenditures chargeable

agst. ordinary rects.(see note) -

Excess of expenditures charge-
able against ordinary receipts

over ordinary rects. (see note)

3
587,000,903.25

$
502,000,000.00

$
612,000,000.00

2,410,986,977.53
628,308,035.85

2,190,000,000.00
623,000,000.00

2,260,000,000.00
676,000,000.00

3,039,295,013.38

2,813,000,000.00

2,936,000,000.00

97,634,287.76
141,931,519.26
11,485,514.81
8,785,657.61
15,830,586.97
28,253,127.75
247,725,091.20

51,597,841.00
184,531,210.00
3,559,907.00
10,018,918.00
15,126,512.00
27,655,435.00
227,375,420.00

62,349,946.00
184,260,434.00
8,924,390.00
10,532,268.00
15,302,075.00
27,648,000.00
228,101,814.00

551,645,785.36

519,865,243.00

537,119,927.00

4,177,941,701.99

3,834,865,243.00

4,085,119,927.00

s Paid, &c.)—

19,986,820.64
690,263.00
14,170,408.87
al93,114,012.63
0453,524,973.41
€32,483,080.31
58,198.91
374,165,638.55
@290,027,905.76
177,580,581.10
54,299,106.12
10,654,405.63
€446,955,630.33

49,495,746 .47
45,079,613.67

30,554,100.00
417,200.00
16,488,100.00
263,249,700.00
477,074,600.00
45,946,700.00
75,000.00
374,627,500.00
77,815,500.00
203,814,900.00
61,430,200.00
11,899,800.00
748,242,600.00

53,861,900.00
46,859,900.00

28,733,700.00
468,700.00
16,460,100.00
240,152,300.00
452,851,100.00
51,311,500.00
75,000.00
,5655,000.00
87,195,600.00
229,162,900.00
54,825,400.00
13,408,500.00
789,623,100.00

60,049,600.00
46,750,000.00

2,162,286,385.40
422,550.04

2,412,357,700.00

2,446,622,500.00

2,162,708,935.44
1659,347,613.07

24,091,809.24
133,852,182.70
91,714,450.89
11,328,541.69

04,795,787.55
758,838.54
31,695,159.06
149,958,273.55
968,985.50
h112,312,726.75
£20,433,867.39
43,469,104.81

516,706.13
1313,282.13

2,411,871.58

2,412,357,700.00
603,000,000.00

20,265,500.00
98,511,000.00
11,202,200.00
11,697,300.00

¢1,460,000,00
¢50,000.00
47,585,000.00
100,000,000.00
¢500,000.00
112,000,000.00
20,850,000.00
35,621,200.00

640,000.00
216,000.00

2,500,000.00

2,446,622,500.00
581,000.000.00
20,815,500.00
96,531,500.00
114,041,000.00
11,905,700.00

76,450,000.00
75,000,000.00
¢500,000.00
112,000,000.00
20,850,000.00
27,888,100.00

690,000.00
215,000.00

2,500,000.00

3,440,268,883.84

3,574,435,900.00

3,586,009,300.00

388,368,950.00
51,135,000.00

109,790,850.00
73,100.00

4,455,000.00
60,703.25

391,660,000.00
48,246,000.00

400,000.00
200,000.00

409,410,600.00
57,749,300.00

1,150,000.00
200,000.00

553,883,603.25

440,506,000.00

468,509,900.00

3,904,152,487.09

4,014,941,900.00

4,054,519,200.00

183,789,214.90

180,076,657.00

30,600,727.00

Note.~—11 trust fund receipts and expenditures are excluded on the basis of figures

used In the budget, the surplus for the fiscal year 1930 would be $186,480,561.44
for 1931 the estimated deficit, $178,995,657; and for 1932 the estimated surplus,
$30,685,281.

a See note ¢. b See note e. ¢ Since July 1 1930 figures opposite the caption
“Department of Justice” include expenditures on account of the Bureau of Pro-
hibition. Prior to that date such payment swere included under the caption
““Treasury Department.” d See note e¢. ¢ Prior to Aug, 1 1930 figures opposite
the caption “Veterans' Administration” represent payments made for account of
the Veterans’ Bureau only. After that date they include payments for account of
the Veterans’ Bureau and also those of the character formerly made by the Bureau
of Pensions and for account of the National Homes for Disabled Volunteer Soldiers
previously included under Interior Department and War Department, respectively,
J Include $£523,090.98 a