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The Financial Situation

0 CHANGE is discernible in the business out-
look. Quietude remains the ruling condition
throughout the trade world, and indications are that
this will remain the state of things until at least the
Presidential election, which is now only a few weeks
off. The disposition is to think that after that event
there will be a change, and a change for the better,
too, since it is not conceivable that the stagnation,
now so all-pervading throughout all branches of
industrial activity, can become more pronounced
than at present, and hence that the change must be
" in the direction of a measurably greater state of
animation.

At all events, hardly any one at present thinks of
embarking upon new ventures in the business world
until the Presidential campaign and the Presidential
election are a thing of the past. The concensus of
opinion is that improvement will then ensue, and this
entirely irrespective of the outcome—whether Presi-
dent Hoover will remain at the helm for another term
of four years or whether he is to be succeeded by his
Democratie opponent, Governor Franklin D. Roose-
velt. We ourselves are of that mind. A great ele-
ment of uncertainty will be removed on the conclu-
sion of the election, and with that out of the way
the present halting tendency everywhere visible in
industrial circles will disappear, signs of new energy
quickly become visible, and, by degrees, trade will
revive; and even though the revival may be slow, it
will be steady and persistent, and assume growing
dimensions as the weeks and months roll on.

Sentiment already is immensely better than it was
a few weeks ago, and this itself will be a powerful
aid in stimulating trade revival, when once con-
ditions are ripe for it by the removal of the political
uncertainty referred to, and which, as a matter of
habit, the whole community is always inclined to
look upon as an event of importance, the outcome of
which it is well to await even though the outcome
itself may not be of exceptional consequence. The
disposition to go slow, moreover, is strengthened
by the fact that Mr. Roosevelt is engaged in making
a tour across the country in which he is setting out
his views at length on the leading public questions
of the day, and these addresses are exciting growing
interest by reason of the more or less radical propo-
sitions which he is advocating.

Outside the tariff question there may be little

ference in the platform declarations of the two
political parties, so that the success of neither one
nor the other can be regarded as involving any men-
ace to the country, as was pointed out by us two
weeks ago, but it is recognized that the President has
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great power in initiating legislation and that in that
respect it may make a big difference as to whether
Mr. Roosevelt or Mr. Hoover shall be in control
of governmental and legislative affairs for the four-
year period after the coming 4th of March. The
public is well informed as to President Hoover’s
policies, and, accordingly, knows what to expect if
he succeeds himself for another Presidential term.
It can only know what course Mr. Roosevelt may take
from his speeches and declarations. And just now
Mr. Roosevelt is very aggressive as well as radical,
and this naturally compels public interest, and it
may affect the Presidential result itself. In this
state of things, ordinary developments in trade and
business attract very little attention, albeit in such
a dull period as now exists they are of very little
consequence anyway. The present week there has
been nothing of any great note that deserves to be
recorded of a business nature. If, on the one hand,
the textile industries display greater quietude, on
the other hand in the steel industry the accounts
speak of a shade more activity, though nothing very
much to boast of. According to the “Iron Age,” the
steel mills of the country are now working at 17% %
of capacity, against 16% last week and 1514 % the
week before. The “Age” also enumerates some fac-
tors which promise a further enlargement of activity
within the next month or two, and this, of course,
carries comfort for the future, especially if the steel
industry is to be taken as a barometer of industrial
activity generally as in the past.

However, for the moment, as stated, interest cen-
ters on the speeches and addresses of Governor
Roosevelt, all the more so as his utterances become
more and more aggressive and more and more radi-
cal as he proceeds. This week he went so far as to
express a wish to have himself labeled as a *“pro-
gressive” as distinguished from a conservative.
Speaking at Lamy, N. Mex., in a new appeal to the
Progressives in both parties, he asserted that the
Democratic party was the Progressive party, and
that there was no longer room in this country for two
major parties both of which were conservative. His
precise words were: ‘“We are very certain these days
that the Democratic party is progressive. More and
more it becomes clear that our party represents lib-
eral ideals, and more and more we are convinced that
there is not room in this country for two parties both
conservative. We are going to reconstruct the Gov-
ernment at Washington after the 4th of next March.
We are going to work toward the object of having
prosperity, when it returns, appear equally in all
sections of the country.”
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Of course “prosperity” is what everyone is earn-
estly praying for, and if at the same time the boon
could be so bestowed as to “appear equally in all
sections of the country,” Mr. Roosevelt would be
assured of the support of the great body of voters
in all parties, entirely irrespective of political
affiliations. As it is, a fear is rapidly pervading
the great industrial centers of the North and East
that to carry the doctrines and views of Mr. Roose-
velt into effect through legislative means would
prove mischievous rather than beneficial—that it
would aggravate the existing depression in trade
rather than mitigate or relieve it, and in that sense
the Hoover regime, whose characteristics and atti-
tude are so well known, might have to be preferred
to the more “liberal” and radical attitude of Mr.
Roosevelt.

What the whole country desires is a return to the
normal, in the most expeditious manner possible,
and it is feared that legislative projects of a radical
nature, however well intended, would produce fur-
ther unsettlement; and it is the possibility that these
public proclamations of Mr. Roosevelt, expressing
a determination to uproot things, may keep matters
in such a state of unsettlement that real business
recovery would be out of the question, by making
the business world more nervous. Furthermore, in
the last analysis Mr. Roosevelt is preaching the doc-
trine of discontent, just as he did back in May last
when he delivered his address at the commencement
exercises of Oglethorpe University. This is calcu-
lated not only to excite the masses, especially at a
time when large bodies of the population are without
employment and idle, but must serve powerfully to
make more difficult a genuine solution of the
problem.

It is because of the fear that the Roosevelt policies,
if carried into effect, would obstruct business re-
«covery, rather than promote it, that the Republican
managers claim that Mr. Roosevelt is making votes
for Mr. Hoover rather than for himself. And candor
compels the statement that whereas a short time ago
there appeared a certain degree of plausibility in
the Democratic claim that Mr. Roosevelt will carry
every State in the Union, now the disposition in
many quarters is to think that Mr. Roosevelt, unless
he modifies his attitude, is going to have a hard
struggle to win the Presidency. And certainly it
would be foolish to ignore the possible deep disturb-
ances involved in the carrying out of some of the
schemes to which Mr. Roosevelt is so glibly giving
adherence. A capital illustration of this is found in
his six-point plan for the relief of the railroad situa-
tion. We discussed this railroad plan at length in
these columns last week, and will call attention anew
here only to a single point touched upon. In the
course of his remarks, Mr. Roosevelt spoke as
follows:

“Railroad securities in general must not be
allowed to drift into default. The damage done to
savings banks, insurance companies and fiduciary
institutions generally would be too great.

“But, let me make it clear that the extension of
Government credit will be largely wasted unless with
it there are adopted the constructive measures re-
quired to clean house. In individual railroads these
turn on the financial conditions peculiar to each
case. In certain situations, where fixed charges im-
pose an unsound over-strain, they must be reduced.

“In general, corrective measures must be adopted
making for a sounder financial structure along the
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lines T now propose to set out. Unless the under-
lying conditions are recognized we are wasting our
time and our money.”

It happens that the railroad industry is the one
great industry that must be safely and securely
placed on its feet before there can be enduring re-
covery in business generally. In the general collapse
the railroads have been hit beyond all others and
beyond everything else. Mr. Roosevelt recognizes
this, and apparently recognizes also that the Recon-
struction Finance Corporation has been created for
the purpose of tiding them over the present severe
emergency. His address on the subject was a well-
considered one, but he appears to overlook the fact
that not only must the rail carriers be helped over
the present period of great stress, but time must be
allowed them for full recovery. At all events, he
intimates that some drastic measures must be at
once adopted for reorganizing them on a new basis
with the Inter-State Commerce Commission, which
has never been friendly to the railroads, as the judge
as to how and when this readjustment is to be
brought about. He tells us that “the extension of
Government credit will be largely wasted unless with
it there are adopted the constructive measures re-
quired to clean house. In certain situa-
tions, where fixed charges impose an unsound over-
strain, they must be reduced,” and “in general cor-
rective measures must be adopted.”

Assume business recovery to be under way;
imagine how far it would proceed and how long it
would last if the Government should in some arbi-
trary fashion, as here suggested, engage in scaling
down fixed charges, because, forsooth, the Commerce
Commission had a notion that such a step might be
advisable. It may be that some systems will have
to be reorganized on a lower basis of fixed charges,
but, if so, that ought to be allowed to come about
in a normal, natural way, and not be left to the de-
termination of the say-so of the Commerce Commis-
sion which has no occult power of peering into the
future and should not be allowed to prejudge the case
in any instance. The mere suggestion of a whole-
sale reorganization in any such high-handed fashion
is enough to send a chill down the spinal column of
the business world, and certainly should Mr. Roose-
velt be elected and proceed, in the aggressive manner
which he tells us he means to employ, his course
would not be calculated to aid in establishing busi-
ness recovery, but would have precisely the opposite
effect, and recovery be held in actual check, with no
chance of bringing about the return of the “pros-
perity” of which he speaks and which he insists must
be shared in by all parts of the country.

But Mr. Roosevelt’s program is very extended,
and involves the establishment also of what is
vaguely known as “social justice” in accordance with
his own ideas of what must be included in the term,
At San Francisco, on Friday of last week, he promul-
gated his views in that respect, and laid down the
following as the premises on which the scheme of g
new day in the industrial, the social and the eco-
nomic world must be based:

“The unfeeling statistics of the past three decades
show that the independent business man ig running

a losing race. Perhaps he is forced to the wall;
perhaps he cannot command credit; perhaps he is
‘squeezed out,” in Mr. Wilson’s words, by highly or-
ganized corporate competitors, as your corner gro-
cery man can tell you.

gitized for FRASER
p://fraser.stlouisfed.org/




Volume 135

“Recently a careful study was made of the con-
centration of business in the United States.

“1t showed that our economic life was dominated
by some 600-odd corporations who controlled two-
thirds of American industry. Ten million small
business men divided the other third.

“More striking still, it appeared that, if the process
of concentration goes on at the same rate, at the
end of another century we shall have all American
industry controlled by a dozen corporations and run
by perhaps a hundred men.

“Put plainly, we are steering a steady course
toward economic oligarchy, if we are not there
already.”

It will be perceived that Mr. Roosevelt has visions
of an “economic oligarchy” and means to grapple
with the evil in heroic fashion. He is not to be
swerved from his course if vigorous language to that
end counts for anything. He even speaks with ap-
proval of the trust-busting campaign of his illus-
trious cousin, Theodore Roosevelt, and the cry raised
by the same against “malefactors of great wealth.”
Anyone who lived through that period and recalls
how the Mr. Roosevelt of that day made it a practice
to bellow from the White House at Washington
against trusts, with the result of shaking the security
markets to their foundation, and who, finally, after
an interval of four years, during which President
Taft occupied the executive mansion at Washington,
proceeded to disrupt the Republican party by run-
ning in opposition to Mr. Taft for a second term,
when he (Theodore Roosevelt) failed to get the Re-
publican nomination for himself, will certainly not
wish for a return of that unfortunate period in the
country’s eventful history. Most assuredly the coun-
try ought to be spared a recurrence of anything of
the kind on the present occasion, when it is moving
so laboriously through the present critical times.

No panaceas of that kind will fill the bill on the
present occasion, and it is creating a feeling of solici-
tude to have them even proclaimed. The country is
not in need of a social or economic revolution. The
single requirement of the business world, after its
long period of suffering, is that it be left severely
alone and that convalescence be allowed to take place
in the ordinary, normal course, and especially that
quack doctors, both in the political world and those
who lay credit to the name of ‘“economists” take
their departure. Governor Franklin D. Roosevelt
will be well advised if he is not too strenuous in his
urge to be considered a progressive of the most radi-
cal type, and his chances of election be correspond-
ingly improved.

— Sl

IN THE meantime comfort is to be derived from

the steps that are being taken to restore the
condition of the railroads, not by the railroads them-
selves, but by those that are most deeply concerned
in their welfare and right functioning. Rumors
which have been current during the last 10 days were
confirmed the present week when it became defi-
nitely known that former President Calvin Coolidge
will head a committee which is to be charged with
the duty of examining into all phases of the railroad
problem, with the purpose of recommending “a solu-
tion which, with due regard for the public interest,
will insure an opportunity for the railroads of the
country to operate on a business basis to the end
that there may be a stabilization in employment of
wage earners and in the value of investments made
in behalf of insurance policyholders and savings
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bank depositors, and a general enhancement of the
prosperity of the railroads and of the many lines of
business which, in turn, depend upon them.” Mr.
Coolidge is obviously well qualified for a task of
that kind, not because of his political prominence,
but because of his possession of hard-headed common
sense and his thorough mastery of public questions
of every kind. This enables him quickly to get at
the root of a problem and to deal with it in effective
fashion, in a ready manner and without circumlo-
cution, and to present the points at issue in convine-
ing form and in a way to carry conviction.

Mr., Coolidge is to have among his associates other
men held equally high in public esteem, among them
Clark Howell Sr., publisher of the Atlanta “Con-
stitution” ; Alexander Legge, President of the Inter-
national Harvester Co. and former Chairman of the
Farm Board; Bernard M. Baruch, the former head
of the War Industries Board during American par-
ticipation in the World War, besides former Gover-
nor Alfred E. Smith. The announcement of the
appointment of the Committee was made on Sept. 27
by Walter H. Bennett, President of the Emigrant
Industrial Savings Bank of New York. In a letter
of invitation to those who constitute the Commit-
tee it was well stated that “the present financial
position of the railroads of the United States is a
matter of grave concern. Collectively the greatest
and most important industry of our country, the rail-
roads have operated in this year at staggering defi-
cits. Only wise and timely Federal aid has averted
the financial breakdown of important systems.” It
is also pointed out that “there are many disagree-
ments as to causes, many disagreements as to reme-
dies, but unanimous agreement as to the urgency of
some thoroughgoing solution of the problem.”

Those extending the invitation included the Na-
tional Association of Mutual Savings Banks, all the
prominent life insurance companies, the leading fire
insurance companies, besides several of the great
universities, the Railway Business Association, and
the Investment Bankers’ Association. Much good
ought to result from the movement, and it is no exag-
geration to say that no enduring activity in the busi-
ness world can be counted upon until the railroads
are once more restored to a plane of prosperity.

i e

CEIAN GES in the condition statements the present

week of the Federal Reserve banks are along
the lines noted in the returns of the previous week,
which means that they are all in the right direction.
First of all there is another large reduction in the
volume of Federal Reserve notes in circulation, which
is as it should be, considering that National bank
circulation is being steadily increased under the new
privileges conferred upon the National banks. The
further reduction in Federal Reserve note circula-
tion the present week is $38,149,000, bringing the out-
standing total of the notes down to $2,720,988,000,
which compares with $2,831,749,000 Sept. 7, show-
ing a contraction in the three weeks since Sept. 7 of
$110,761,000. At the same time there has also been
a further reduction in the volume of Federal Reserve
credit outstanding, as measured by the bill and
security holdings of the 12 Reserve institutions,
which the present week are reported at $2,231,-
806,000 as against $2,248,623,000 last week and $2,324,-
484,000 on Aug. 31. The reduction this week, as in
previous weeks, is mainly in the discount holdings,
reflecting reduced member bank borrowing, and
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which reduetion in turn also results from the expan-
sion in National bank circulation, this enabling the
member banks to add to their reserve with the Fed-
eral Reserve banks and to diminish their borrowings
from the latter. These discount holdings the pres-
ent week are down from $359,023,000 Sept. 21 to $339,-
647,000 Sept. 28, and the latter figure compares with
$432,756,000 Aug. 31, since which latter date there
has been a continual shrinkage in the discount hold-
ings of the 12 Reserve institutions. The holdings of
acceptances have changed little during the week,
being reported at $33.604,000 Sept. 28 against $33,-
652,000 Sept. 21. The holdings of United States
Government securities are also very little changed,
though slightly larger the present week at $1,853,-
683,000 against $1,851,546,000 last week.

Gold reserves likewise keep increasing under the
continued inflow of the metal from abroad. The fur-
ther addition to the gold holdings the present week
has been from $2,864,691,000 to $2,878,646,000. As a
result of this increase in the gold holdings concur-
rently with the reduction in the amount of Federal
Reserve notes outstanding, there is a further slight
increase in the ratio of total reserves to deposit and
Federal Reserve note liabilities combined, which
ratio this week stands at 60.8% as against 60.4%
last week. The improvement in the ratio would have
been larger except that the deposit liabilities in-
creased during the week from $2,315,088,000 to
$2,353,142,000, mainly owing to the increase in the
reserves of the member banks growing mainly out
of their taking out of additional National bank
circulation.

The amount of United States Government securi-
ties held as part collateral for Federal Reserve notes
has been further reduced the present week from
$532,600,000 to $503,800,000. Holdings of accept-
ances for account of foreign central banks show a
small increase during the week, having risen from
$41,978,000 Sept. 21 to $43,486,000 Sept. 28; a year
ago, on Sept. 30 1931, these holdings for account of
foreign banks aggregated $100,118,000. TForeign
bank deposits, however, with the Federal Reserve in-
stitutions were further reduced from $10,702,000 to
$9,864,000. On Sept. 30 last year these foreign bank
deposits footed up $96,135,000.

e

MONG the changes in corporate dividend decla-
“rations the present week have been the action
of the American Ice Co. in reducing the quarterly
dividend on the common shares from 50c. a share to
25c. a share; at one time the dividend was 75c. a
share. The American Can Co. declared the regular
quarterly dividend of $1 a share on the common stock
payable Nov. 15, but omitted the extra annual divi-
dend of $1 a share paid in November last year and
the year before. The Lefcourt Realty Corp. sus-
pended dividends on the $3 cony. pref. stock, and also
on the common stock. The Associated Gas & Elec.
Co. suspended dividends on both the $6 cumul. pref.

stock and the $6.50 cumul. pref. stock.

il S

HE New York stock market this week did not
T maintain the brisk upward splurge enjoyed
last week, but encountered a sharp setback. No
special reason can be cited as the cause of the set-
back, and this confirms the view that the sudden
large advance last week was due mainly to technieal
conditions growing out of the existence of a large
short interest which was either forced to cover its
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outstanding commitments by a clever campaign
directed against the bear contingent or was scared
into covering by its own nervousness. The break the
present week occurred on Monday, when prices badly
tumbled, with no developments, as already stated,
to account for the drop; prices simply moved lower
all through the list, and this, too, on only a moderate
volume of selling, indicating the absence of any
special drive against the market. Since Monday the
course of prices has been irregular, with some rallieg
from day to day, but which have been only partly
maintained. There was no new weakness, and the
tone remained good, on the whole, after the Monday
break. Wheat prices remained pretty steady fol-
lowing the recovery towards the close of last week,
but cotton prices, after an advance in the early part
of the week, developed weakness on Thursday, mid-
dling upland spot cotton on the New York Cotton
Exchange dropping from 7.50c. on Monday to 7.00c.
on Thursday, and with the quotation yesterday 7.25¢.
against 7.35¢. on Friday of last week.

One feature that has been stressed during the week
has been that the production of raw steel is proceed-
ing on a somewhat larger scale, the mills of the
United States operating now to 1714% of capacity
against 169 last week and 151%4% the week before.
On the other hand, an adverse development has been
a cut in gasoline prices. On Wednesday the Stand-
ard Oil Co. of N. Y. reduced the tank-wagon and
service station prices of gasoline 1lc. a gallon in the
New York metropolitan district, Long Island, West-
chester, Connecticut, Albany and Buffalo. In Bos-
ton a reduction of 114¢. a gallon was made. Other
leading gasoline digtributors in the same localities
made similar reductions. The reduction by the
Standard Oil Co. of N. Y. followed recent cuts

throughout a large section of the country east of the

Rocky Mountains. Bond prices have held up well
during the week, especially in the case of the higher
grade issues. Of the stocks on the New York Stock
Exchange list 28 established new high records for
the year during the week and three stocks dropped
to new low levels. The call loan rate on the Stock
ixchange again remained unaltered throughout
the week at 29%.

Trading has been light all week. At the half-day
session on Saturday last the sales on the New York
Stock Exchange were 1,336,170 shares; on Monday
they were 2,082,970 shares; on Tuesday, 1,399,070
shares; on Wednesday, 1,381,800 shares; on Thurs-
day, 1,336,420 shares, and on Friday, 1,159,060
shares. On the New York Curb Exchange the sales
last Saturday were 128,397 shares; on Monday,
204,999 shares; on Tuesday, 155,799 shares: on
Wednesday, 151,879 shares; on Thursday, 147,109
shares, and on Friday, 157,754 shares.

As compared with Friday of last week, prices show
moderate declines nearly all around, though with
a number of exceptions to the rule. General Elec-
tric closed yesterday at 1894 against 1954 on Friday
of last week ; North American at 3434 against 361/ ;
Standard Gas & Elec. at 22 ex-div. against 23 : Con-
solidated Gas of N. Y. at 61345 against 6234 ; Pacific
Gas & Elec. at 3014 ex-div. against 321%; Columbia
Gas & Elec. at 1734 against 18; Brooklyn Union Gas
as 82 bid against 82; Electric Power & Light at 1114
against 12; Public Service of N. J. at 493, against
53; International Harvester at 28%% against 27; J. 1.
Case Threshing Machine at 5414 against 5434 ; Sears,
Roebuck & Co. at 2415 against 2374 Montgomery
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Ward & Co. at 1514 against 143/ ; Woolworth at 401/
against 4014 ; Safeway Stores at 52 against 521 ;
Western Union Telegraph at 39 against 3935 ; Amer-
ican Tel. & Tel. at 11234 against 11473 ; Int. Tel. &
Tel. at 13 against 1314; American Can at 5434
against 5634 ; United States Industrial Alcohol at
3114 against 33; Commercial Solvents at 113/
against 12; Shattuck & Co. at 10 against 1034, and
Corn Products at 5314 against 53.

Allied Chemical & Dye closed yesterday at 80
against 82 on Friday of last week; Associated Dry
Goods at 814 bid against 875; E. I. du Pont de Ne-
mours at 4234 against 44; National Cash Register
“A” at 1314 against 143/ ; International Nickel at
914 against 10; Timken Roller Bearing at 18 against
20; Johns-Manville at 2914 against 321/ ; Gillette
Safety Razor at 183/ against 1914 ; National Dairy
Products at 211/ against 213/ ; Texas Gulf Sulphur
at 2294 against 2314 ; Freeport-Texas at 251/ against
26 ; American & Foreign Power at 1035 against 1075 ;
United Gas Improvement at 1935 against 201/ ; Na-
tional Biscuit at 4034 against 4214 ; Coca-Cola at 97
bid against 10114 ; Continental Can at 3414 against
3314 ; BEastman Kodak at 5414 against 58 ; Gold Dust
Corp. at 19 against 181/ ; Standard Brands at 153/
against 1574 ; Paramount Publix Corp. at 474 against
5% ; Kreuger & Toll at 14 against 1/ ; Westinghouse
Elec. & Mfg. at 3554 against 353/ ; Drug, Inc., at 383/
against 4515 ; Columbian Carbon at 3414 against
343/ ; Reynolds Tobacco class B at 3414 against 35;
Liggett & Myers class B at 6514 against 6454 ; Loril-
lard at 161/ against 1614 ; American Tobacco at 781/
against 7734, and Yellow Truck & Coach at 514
against 61/.

The steel shares have also weakened. TUnited
States Steel closed yesterday at 43 against 4414 on
Friday of last week ; Bethlehem Steel at 233/ against
2434, and Vanadium at 1734 against 175&. In the
auto group Auburn Auto closed yesterday at 53%%
against 577% on Friday of last week ; General Motors
at 1714 against 1874 ; Chrysler at 1834 against 2014 ;
Nash Motors at 1514 against 1734 ; Packard Motors
at 334 against 41/ ; Hudson Motor Car at 714 against
814, and Hupp Motors at 374 against 454. In the
rubber group Goodyear Tire & Rubber closed yester-
day at 2114 against 235 on Friday of last week;
B. F. Goodrich at 734 against 83/ ; United States
Rubber at 655 against 714, and the preferred at 12
against 13.

The railroad shares have been no exception to the
decline. Pennsylvania RR. closed yesterday at 1954
against 2034 on Friday of last week; Atchison To-
peka & Santa Fe at 541/ against 5734 ; Atlantic Coast
Line at 2914 against 3214 ; Chicago Rock Island &
Pacific at 914 bid against 95%5; New York Central

at 2914 against 3134; Baltimore & Ohio at 1714
against 18; New Haven at 21 against 2214 ; Union
Pacific at 751/ against 7914 ; Missouri Pacific at 634
against 8; Southern Pacific at 2814 against 31545
Missouri-Kansas-Texas at 11 against 121/ ; Southern
Railway at 1214 against 133/ ; Chesapeake & Ohio
at 245 against 2573; Northern Pacific at 2414
against 2384, and Great Northern at 187
against 1854,

The oil shares have been adversely affected by the
reduction in the price of gasoline. Standard Oil of
N. J. closed yesterday at 3114 against 3134 on Friday
of last week; Standard Oil Hf Calif. at 2534 against
2614 ; Atlantic Refining at 1655 against 1714, and
“Texas Corp. at 13%% against 1414. The copper group
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is also lower. Anaconda Copper closed yesterday at
1234 against 14 on Friday of last week; Kennecott
Copper at 131/ against 14345; American Smelting &
Refining at 1814 against 2075 ; Phelps Dodge at T4
against 8 ; Cerro de Pasco Copper at 9% against 1015,
and Calumet & Hecla at 5 against 534.
—
RREGULAR movements occurred this week on
stock exchanges in all the leading financial
centers of Europe, and net changes were quite un-
important. The absence of any definite trend at
New York caused apathy in the markets at London,
Paris and Berlin, according to reports from those
points. The opinion still prevails that definite
leadership in trade and industrial improvement, as
well as gains in quotations of securities, will be
supplied by the United States, and developments
here are followed with keen interest. There are,
meantime, few indications of any definite change in
the Buropean situation. Moderate cheerfulness is
occasioned in the financial centers by slight indica-
tions of business gains in Britain, France and Ger-
many, but a contrary influence is exerted by the
gloomy political outlook. A settlement was reached
last Sunday in the strike of 200,000 weavers in the
Lancashire mills of England, and work was resumed
Wednesday. In the French markets gratification
was expressed regarding the success achieved in the
rentes conversion operation of the Government.
Money rates remain extremely cheap in the foremost
centers, and this is still one of the most comforting
factors.

The London Stock Exchange was fairly steady at
the opening Monday, and prices were maintained
throughout the session. British funds were firm,
and in the industrial section good advances were
registered in textile stocks on the basis of the wage
agreement in Lancashire. International stocks were
uncertain, with early gains giving way to a down-
ward movement that placed quotations back where
they started. Trading was extremely quiet Tues-
day, and price movements were mostly downward.
British funds lost a little ground, but remained near
the high levels recently reached. Industrial stocks
slowly receded, with a few exceptions among textile
shares. Anglo-American trading favorites were un-
changed. Dealings Wednesday were again on a
small scale, with the price trend slightly uncertain.
British funds recovered their losses of the previous
session. Cables & Wireless was prominent in the
share list, the issue advancing, but other stocks
varied only a little. Small losses were recorded in
the international group of issues. The trend Thurs-
day was irregularly downward untl near the close,
when a frmer tone appeared. Brtish funds did well,
but most of the industrial stocks were practically
unchanged. International stocks were quiet and ir-
regular. There was a good tone yesterday in quiet
dealings. Gilt-edged issues and industrial stocks
were alike improved.

Prices were soft in the opening session of the Paris
Bourse, largely as a result of the uncertain political
situation in Europe. The downward tendency con-
tinued throughout, and losses were substantial in
many stocks. After a further weak opening Tues-
day, recovery began on the Bourse and a few net
gains were registered, although most issues remained
virtually unchanged. There was little public buy-
ing, reports said, and turnover was very light. A
further downswing developed Wednesday, with

gitized for FRASER
tp://fraser.stlouisfed.org/




2212

losses large in some issues owing to the thin market.
Bank of France, Suez Canal and Credit Foncier
shares were especially heavy. International issues
also dropped. An improvement in sentiment was
occasioned Thursday by the optimistic speech de-
livered on international political prospects at Geneva
by Premier Herriot. Prices advanced a little, but
the movement was not sustained. Slight unsettle-
ment prevailed on the Bourse yesterday, and prices
receded.

The Berlin Boerse was dull Monday, and prices
sagged during the greater part of the session. Un-
easiness was occasioned by the controversy of the
Reich with France regarding disarmament, dis-
patches said, and traders were not disposed to in-
crease commitments. Losses were unimportant, how-
ever, as there was no great selling pressure. A more
pronounced downward trend developed Tuesday,
only a few issues resisting the movement. ILosses
were substantial in most stocks. More favorable
reports from other centers turned the Berlin market
upward Wednesday. Buying was concentrated large-
ly in fixed income securities, but there were also
good movements in stocks. The opening Thursday
was favorable, but heavy offerings of Bemberg Art-
silk stock and Siemens Electrical shares unsettled
the market, and small net losses were recorded in
most issues. Prices drifted slowly lower in a dull

session yesterday.
—_——

OSTPONEMENT by the German (Government
of a 33,050,000-mark payment due the United
States Government on Sept. 30 was announced in
Washington, Wednesday, by Secretary of the Treas-
ury Ogden L. Mills. No surprise was occasioned by
the delay in this payment, which has been fore-
shadowed by recent reports from Berlin and by the
numerous financial difficulties of Germany. Secre-
tary Mills waived the requirement of a 90-day notifi-
cation of postponement of the sum, which is equiva-
lent to $7,840,000. The arrangement effected in con-
versations between Secretary Mills and officials of
the German Embassy provides for a two-year delay
in the payment of 12,650,000 marks on account of the
costs of the American Army of Occupation, and a
two-and-one-half-year delay in the payment of
20,400,000 marks due on judgments by the Mixed
Claims Commission. Secretary Mills indicated in
his statement that the German Ambassador had
broached the subject of postponement on June 30
last, or two days before expiration of the 90-day
notification period. At the suggestion of the Secre-
tary the notice was withheld, assurances being given
that the requirement would be waived later should
Germany decide that it could not meet the payment.
“No such situation exists as to other debtor nations,
and no such conversations have been held with any
of them,” Mr. Mills explained later in the day. The
postponement is the fourth effected since expiration
of the Hoover moratorium on intergovernmental
debts, Poland, Latvia and Estonia having previously
taken advantage of the provision for postponement
of principal payments in the debt funding agree-
ments. Payments from the three Baltic countries
which have been postponed aggregate $1,252,000.

R
IGHLY satisfactory results of the French bond
conversion operation were announced last
Sunday by Premier Edouard Herriot and Finance
Minister Louis Germain-Martin, figures supplied by
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the latter indicating that the French transaction
rivaled the recent British conversion scheme in the
degree of success achieved. The offer of 415 9% rentes
due in 75 years, made to all holders of the 85,692,-
000,000 francs of 5 to 7% securities called for re-
demption Nov. 1, was accepted by approximately
9745 % of the holders, M. Germain-Martin stated.
Cash redemptions on the called issues will not greatly
exceed 4,000,000,000 francs, he added, while cash
subscriptions to the new 4149 issue exceeded 2,000,
000,000 franes, making it necessary for the Goy-
ernment to find less than 2,000,000,000 francs
to complete the transaction. Cash in the sink-
ing funds will more than suffice for meeting this
demand, and there will be no further issue of
Treasury bonds to cover the reimbursement, the
Finance Minister pointed out. Estimates of the
savings effected by the Government as a consequence
of this operation have been revised upward because
of the success attained. The economy for the Treas-
ury totals 1,320,000,000 francs ($51,744,000) for
1933, a Paris dispatch of last Sunday to the New
York “Times” stated. Balancing of the budget for
next year will be facilitated greatly by this saving.
Premier Herriot described the rentes conversion
as an immense success. The Government, he added,
would continue its program of retrenchment by the
association of other classes as well as rentiers in
the national sacrifices. M. Herriot declared there
exists in France a formidable mass of hoarded
wealth which the Government is determined to bring
forth into honest and guaranteed forms of produc-
tivity. Public works construction will be hastened,
he promised, in order to relieve unemployment.
Finance Minister Germain-Martin issued an inter-
esting summary of the reasons stated by those who
demanded reimbursement of their holdings of called
securities, Four main reasons were given—the
world crisis, the international political situation,
uncertainty over the French budgetary situation,
and local difficulties, such as the lack of ready capi-
tal in the wine-growing districts. Most of the fears
expressed were groundless, he asserted. The
Finance Minister paid tribute to British finance as
having taken the initiative and pointed the way by
conversion of the immense 5% war loan into 314%
bonds. The success achieved in the French opera-
tion would bring benefits other than the budgetary
ones, he declared. French industry now should find
capital readily available at lower rates of interest,
which, in turn, should relieve unemployment, it was
maintained. French financial circles were grati-
fied over the success of the transaction, the dispatch
to the New York “Times” indicated. The point wag
made in such quarters that the 4149 rate fixed by
the French Treasury on the conversion issue will
tend to keep gold flowing toward Paris when rates
on Government bonds in Britain, Holland, Switzer-

land and the United States are considerably lower.
—_——

HE League of Nations reached the most serious
crisis of its 13 years of existence when dele-
gates assembled from 56 member States to attend
the thirteenth annual Assembly, the sixty-eighth ses-
sion of the Council, and the several extraordinary
meetings such as the Bureau of the General Digarma-
ment Conference. As these meetings were opened suc-
cessively late last week and early this week, gloomy
predictions were heard on all sides in Geneva.
Dangerously difficult situations and problems faced
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the Geneva organization, and there were no indica-
tions that decisions could be reached which would
maintain the rapidly dwindling prestige of the
League and still prevent threatened withdrawals by
leading countries. In addition to diplomatic prob-
lems, the League also faced financial difficulties
owing to the paucity of payments by member States
of the regular dues. A- change in the Secretariat
impends as Sir Eric Drummond has resigned his
permanent post as Secretary-General, and the loss of
this able official is not considered a good augury.
The opening of the Council meeting on Sept. 23, and
of the Assembly on Sept. 26, were viewed in Geneva
with a good deal of anxiety.

Foremost among the problems was the threat of
German withdrawal from the deliberations of the
General Disarmament Conference and possibly from
the League itself. The German Government an-
nounced formally, Sept. 14, that it would not attend
the Bureau meeting of Sept. 21, in which the repre-
sentatives of 19 countries were scheduled to formu-
late plans for further progress in the General Con-
ference. An even more definite threat of Japanese
resignation was before the League, owing to the dis-
satisfaction felt at Tokio in regard to the report on
Manchuria prepared by the Leagﬁe fact-finding com-
mission headed by the Earl of Lytton. It was re-
ported from Rome, late last week, that the Fascist
Grand Council will debate in October the question
of submitting the resignation of the Italian Govern-
ment to the League, Disappointment over the fail-
ure of the Geneva organization to solve any of the
major questions submitted was voiced by the Grand
Council last April, and in recent sessions Italy has
been represented by minor officials. The Mexican
Government was said in a Mexico City dispatch of
Tuesday to be contemplating withdrawal as a meas-
ure of economy. These rumored and contemplated
defections were counterbalanced in small part by
legislative progress in Buenos Aires with the plan
of the Argentine Government for rejoining the
League.

Cognizance of the thickening difficulties was taken
in characteristically straightforward fashion, Mon-
day, by Eamon de Valera, President of the Irish
I'ree State, who opened the Assembly meeting in his
capacity as President of the Council. “If the League
is to prosper or even survive, it must retain the sup-
port and confidence of public opinion as a whole,”
Mr. de Valera declared. “It is often said that in the
final analysis the League has no sanctions but the
force of world opinion. At the moment that is pro-
foundly true, and it seems to me, therefore, that it is
time for us to ask ourselves what is the attitude of
the outsider, the average man or woman, to the
League and all this activity at Geneva. Friends
and enemies of the League alike feel that the testing
time has come and they are watching to see if the
test will reveal the weakness presaging ultimate
dissolution or the strength that will be the assurance
of a renewal of vigorous growth. There are on all
sides complaint, criticism and suspicion. People
are complaining that the League is devoting its
activity to matters of secondary or very minor im-
portance while vital international problems of the
day, problems which touch-the very existence of
peoples, are being shelved or postponed or ignored.”
In answer to such complaints, Mr. de Valera urged
that the League take strong measures, and especially
that it proceed without fear or favor to execute the
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Covenant pledges of peace and disarmament. He
also counseled radical action to prevent economic
collapse and to organize “economic life deliberately
and purposefully to provide as its first object for
the fundamental needs of all our citizens so every
one may at least be reasonably clothed and fed.”

Nicolas Politis of Greece, who was elected Presi-
dent of the Assembly, followed Mr. de Valera with
an equally frank speech in which he declared that
war is now going on and that the League must act
to stop the conflicts. “In widespread regions the
horrible evil of war, alas, has reappeared,” M. Politis
asserted. “International organization has been
powerless to prevent it. It was set to work immedi-
ately to limit its duration and effects, but only medi-
ocre results have been obtained. Therefore, the
League must continue without relaxation until these
fires are extinguished, while constantly keeping its
eyes open, because there are signs of weakening in
the spirit and will for peace.”

Delegates of the leading nations, after hearing
these pleas, went from the Assembly meeting to the
Disarmament Conference Bureau, where they were
joined by Hugh R. Wilson, United States delegate.
The Bureau meetings were postponed in this session
until Oct. 10, and it was indicated in Geneva dis-
patches that a further postponement will then be
effected through calling of a session of the General
Commission, which will require a month’s advance
notice. This step was taken after earnest efforts
last week to secure reconsideration by the German
Government of its decision to refrain from further
participation in the work of the Bureau. The Ger-
man Foreign Minister, Baron Konstantin von Neu-
rath, was in Geneva Sept. 23 and 24, ostensibly to
attend the Council sessions, and British officials
held long conversations with him in an effort to
bridge the differences between the German and
French viewpoints on disarmament. Foreign Secre-
tary Sir John Simon talked with Baron von Neurath
for two hours on Sept. 23, and the German Minister
had a further conference on Sept. 24 with Arthur
Henderson, the British President of the General Dis-
armament Conference. These efforts were fruitless,
however, and Sir John Simon left for London, Mon-
day, after a short talk with Premier Herriot of
France, who arrived that day.

Although the disarmament differences could not
be aired in the Bureau meetings, owing to the absence
of the Germans, they were discussed pointedly in
public addresses in France and Germany. In the
course of an address in the town of Gramat, Sunday,
Premier Herriot indicated that the Assembly of the
League of Nations is going to study the possibility
of a new covenant guaranteeing security to all na-
tions, including Germany. This agreement, he said,
would automatically end the controversy. “Under
present circumstances,” he added, “it is upon full
respect for the Versailles Treaty and the League
Covenant that France intends to found her doctrine
and action.” Again quoting the statements of the
German Defense Minister, General Kurt von Schlei-
cher, M. Herriot declared that the German demand
for equality is simply a demand to re-arm. Chan-
cellor Franz von Papen issued a statement in Berlin,
Tuesday, in which he denied flatly that Germany is
seeking to re-arm to the same degree that France and
some other nations are armed. “We aim to balance
armaments by decreasing the general level of arma-
ments,” he said.
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In the League Council meetings, meanwhile, little
progress was discernible in the several outstanding
questions brought before that body. As the sessions
began, Sept. 23, a decision was reached to pursue
a more energetic peacemaking policy in the boundary
dispute between Paraguay and Bolivia. Praise was
accorded the 19 American republics, which have de-
clared they will not recognize changes in the Chaco
frontier achieved by other than peaceful means. It
was proposed that the Council declare itself ready
to assist such peaceful efforts. This proposal, made
by Dr. Jose Matos of Guatemala, was supported suc-
cessively by Dr. Salvador de Madariaga of Spain,
M. Joseph Paul-Boncour of France, and Sir John
Simon of Britain, and speedily adopted. Tele-
graphic reminders were sent the two contestants,
Tuesday, that they are “legally and honorably bound
by their obligations to the League not to have re-
course to armed force.” A committee was appointed
to follow the developments more closely.

The far more delicate question of the Lytton re-
port on Manchuria came up for consideration last
Saturday, and some plain speaking was indulged in
on this occasion by President Eamon de Valera.
The Irish President rebuked Japan severely for
prejudicing settlement of the Manchurian question
by recognizing Manchukuo while the problem of
sovereignty was still pending. He indicated that
the Council probably would accede readily to a Japa-
nese request for a delay of six weeks in view of
the distance of Tokio from Geneva. “I should,” he
added, “be lacking in frankness, both to the Japanese
Government and to the members of the League as a
whole, if I were to recommend to the Council accept-
ance of this delay without giving expression to re-
gret, which I am sure is felt by the generality of
members of the Council, that before even discussion
of the report of the Commission, Japan has, not only
by recognizing but also by signing a treaty with what
is known as the Manchukuo Government, taken steps
which cannot but be regarded as calculated to preju-
dice settlement of the dispute.”” He remarked
pointedly that for almost a year the Council had
scrupulously refrained from uttering any word of
judgment on the merits of the dispute. The Japanese
delegate, Mr. Haruichi Nagaoka, replied merely that
he would abstain from the discussion in the hope
that the entire Sino-Japanese question could be set-
tled at once. The Council overruled protests by the
Chinese delegate, Dr. W. W. Yen, and decided to
delay its discussion of the Lytton report until
Nov. 14. The Lytton report is to be published
Oat= 7.

Attempts to defend the League against the mount-
ing tide of criticism were made in an Assembly ses-
sion, Thursday, by Premier Herriot of France and
Lord Cecil of Britain. The French Government
refuses to share the pessimism and scepticism now
directed at the League, M. Herriot informed the
gathering. Accomplishments of the League in or-
ganizing for peace and discouraging war are too
easily forgotten, he declared. The Premier declined
to discuss the German demand for equality of arma-
ments status, or other pressing problems, declaring
the time and place inopportune. He pointed to the
results of the Lausanne conference and the recent
Balkan conference at Stresa, Ttaly, as evidence of
the spirit the League has introduced in international
affairs. The world is filled with complex and diffi-
cult problems which the diplomats must not hope to
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solve at once, M. Herriot stated. The most impor-
tant tasks of the League, he said in conclusion, are
the reduction and perhaps abolition of secret diplo-
macy, and the ending of the domination by certain
Powers of world affairs. Lord Cecil held that such
difficulties as the Chaco dispute between Bolivia and
Paraguay would never have developed if each party
had applied faithfully the principles of the League
Covenant. Much of the world’s unrest is due to
Franco-German differences, he said, and here also
he urged strict application of the League principles.
“No machinery of peace will succeed unless there
is a will to peace,” the British delegate added. “The
nations must disarm or perish.”
——

SHARP disagreement within the British Cabinet

over the tariff policy of the preponderantly
Conservative National Government resulted this
week in the resignations of three traditional free
traders and their replacement by Ministers who favor
the more extensive application of import duties,
The resignations were announced Wednesday, after
the Cabinet decided that the legislation required to
place the Ottawa agreements in effect could not be
postponed until after the world economic conference.
Viscount Snowden of Ickhornshaw, Lord Privy Seal
in the Cabinet and lifelong associate of Prime Min-
ister MacDonald in the Labor movement, led the
revolt against the new Imperial trade policy. Sir
Herbert Samuel, the Home Secretary, and Sir Archi-
bald Sinclair, Secretary of State for Scotland, both
members of the free trade faction of the Liberal
party, also resigned, while a group of eight junior
ministerial officials of similar persuasions joined
the exodus. The places were quickly filled, and
London dispatches indicate that every attempt was
made to minimize the incident and maintain the
national character of the Cabinet. There is every
indication, however, that it will reopen a bitter
controversy.

Stanley Baldwin, former Conservative Prime Min-
ister, was appointed Lord Privy Seal on Thursday
to succeed Lord Snowden. Mr. Baldwin already held
the post of Lord President of the Council, and he
will combine the two offices while accepfing the
salary only of one. Sir John Gilmour, who held the
portfolio of Agriculture and Fisheries, was ap-
pointed- Home Secretary, and his vacant post was
filled by Major Walter E. Elliot, Conservative and
former Financial Secretary to the Treasury. Sir
Godfrey Collins, a Liberal of the faction led by For-
eign Secretary Sir John Simon, was appointed Sec-
retary for Scotland. The Conservative preponder-
ance in the Cabinet was increased by Mr. Baldwin’s
acceptance of the post vacated by Viscount Snowden
and the addition of another Conservative party mem-
ber, while the Liberal representation was unchanged.
Lord Reading was offered the place of Lord Privy
Seal, but this prominent Liberal declined the position
and issued a statement approving the action of the
free-trade Ministers in resigning. In the course of
this shuffle of Cabinet members, Prime Minister
MacDonald is said to have offered to resign, but the
temperate counsels of Stanley Baldwin prevailed and
the Cabinet rift was mended without further dis-
turbance. . : :

Viscount Snowden made his feelings known to the
nation in a bitter and sarcastic letter of resignation,
while a separate letter was submitted jointly by the
two Liberal members. “I cannot longer without losg
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of all self-respect remain as a member of a Govern-
ment which is pursuing a policy that I believe is
disastrous to the welfare of the country, which will
lead to the disruption of the Empire, and which is
fraught with great danger to our international rela-
tions,” Lord Snowden wrote. “I am convinced that
the tariff and imperialist policies which the Tories
are carrying through are more dangerous in their
permanent effect than the crisis of last year, which
was temporary and yielded quickly to drastic treat-
ment.” In further expression of his disillusionment
Lord Snowden remarked that nothing in his political
experience “has been more disgraceful and dishonest
than the misrepresentation of the results of the
Ottawa Conference which are being circulated in
the Tory press.” Six months’ experience of tariffs
has disillusioned every unprejudiced protectionist,
Lord Snowden added, as “none of the blessings which
were to fall upon and fructify the sterile industrial
soil has descended.” Lord Snowden and the resigned
Liberal Ministers alike declared that the crisis call-
ing for the creation of the coalition Ministry had
passed. Prime Minister MacDonald took issue with
them on this point in a brief statement, Wednesday,
declaring that a united front was still necessary and
would be until after the problems of reparations and
war debts had been settled and the world economic
conference held.
— e
WEEK of political uncertainty in Sweden was
followed, Monday, by the formation of a new
Cabinet by the Socialist leader, Per Albin Hansson,
to succeed the People’s Party Government of F. T.
Hamrin, which resigned on Sept. 19. The Hamrin
Ministry was an interim regime, formed in August
to hold office until a new lower house of the Parlia-
ment could be elected. Swedish politics were un-
settled by the disclosure, two months ago, that the
Populist leader, Carl Ekman, had accepted financial
support for his party from Ivar Kreuger. In the
elections for a new lower house of the Riksdag, held
Sept. 18, the Socialists gained 14 seats but fell short
of attaining a majority. The complexion of the new
Cabinet remained in doubt for some days, but the
task of forming a regime was finally entrusted by
King Gustaf to Mr. Hansson, who completed his
Ministerial list Monday and announced his policies
at the same time. The Government, he declared,
will aim at breaking down the customs walls now
separating nations and will follow an active foreign
policy to gain this end. Mr. Hansson also promised
the active co-operation of the new Swedish regime
for the limitation of “military and economic arma-
ments.” TIn the domestic sphere he advocated meas-
ures in the interest of agriculture, unemployment
insurance and an improved system of old-age pen-
sions. Associates of Premier Hansson in the new
Cabinet are:

MinisterTof Foreign~A/fairs—Rickard J.|Minister of Communications—Henning
Sandler. Le

0.
Mintster of Justice—Judge Karly Schiyter. | Minister of Educallon—Arthur"Engber:

Minister of Defense—Ivan Vennerstrom, |Minister of Agriculture—Edvin Skold. oud

Minister of Soctal Welfare—Gustavus | Minister of Commerce—Fritjof Ekman.
Moller, Mintsters Without Portfolio—Thirsten

Mintster_of Finance—Ernest Vigfrosy. Nothin and Professor Osten Unden.

PRI N

NEW arrangements for political representation

of the “untouchable” classes of India in the
Provincial legislatures were made last Saturday by
representatives of caste Hindus and the untouch-
ables, after a series of hasty conferences occasioned
by Mahatma Mohandas K. Gandhi’s fast “unto the
death.” The agreement reached was quickly com-
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municated to the British Government at London and
promptly accepted by Prime Minister MacDonald
and his associates. Mr. Gandhi, grown feeble after
149 hours without food, abandoned his fast Monday,
and his slow recovery is considered assured. He be-
gan his fast in expressed opposition to the British
electoral plan, imposed only with reluctance after
the Indians were themselves unable to reach agree-
ment in the several Round Table Conferences in
London and in protracted subsequent negotiations.
The London Government made it plain that it would
consider an adjustment of the dispute among the
Indian leaders acceptable.

The renewed consultations instituted last week
among caste Hindus and untouchables in this situa-
tion resulted in an agreement whereunder separate
electorates are abandoned. The untouchables are
guaranteed a representation of 148 seats in the legis-
latures, which is twice the number accorded them by
the British Government. Caste Hindus also prom-
ised to take practical steps toward lifting the un-
touchables from their degraded social position. A
greater number of untouchables will be employed in
the public services, under this arrangement, while
“adequate sums” will be set aside for educating and
raising them from the squalor in which they have
lived for thousands of years. A rapid survey of this
agreement was made last Sunday in London by
Prime Minister MacDonald, Sir Samuel Hoare, Sec-
retary of State for India, and other members of the
Nationalist Cabinet, and it was announced Monday
that the principal terms had been accepted “with
great satisfaction.” The end of Mahatma Gandhi’s
hunger strike, which followed, was greeted with im-
mense relief in London, where he is regarded as a dis-
tinct moderating force in Indian nationalism.

oyt

EAVY damage and loss of life were caused this
week by destructive natural phenomena in
widely separated parts of the world. Porto Rico
was visited by a swirling hurricane, Tuesday, that
destroyed flimsy buildings and ruined crops through-
out a wide area. The capital, San Juan, was in the
center of the storm area and deep distress was caused
in this populous section of the Island. Governor
James R. Beverly announced Thursday that the hur-
ricane had killed 212 persons, injured 2,000 and left
245,000 homeless. As a result of the storm excep-
tional demands were made Thursday on the Banco
Territorial y Agricola de Porto Rico, one of the old-
est financial institutions on the Island, and it was
found necessary to close the bank. Relief work was
speedily organized both in Porto Rico and in Wash-
ington, and supplies for the sufferers were rushed
by army transport. Before hitting Porto Rico, the
storm lashed the Virgin Islands, where 15 deaths

were reported.

The second destructive phenomenon consisted of
a series of earthquakes which ravished the Greek
peninsula of Chalcide, wholly destroying the villages
of Terissos, Nea Rhoda, Stratonion, Yomatia and
Stayira. The violent shocks destroyed 2,400 houses
in 20 communities, while 3,000 dwellings were made
uninhabitable. Official estimates indicated that
300 deaths had been caused, while 20,000 were made
homeless. Here also relief work was promptly un-
dertaken, not only by the Athens authorities, but
also by the British Government, which sent the
Eastern Mediterranean fleet to the stricken area
with food and medical supplies.
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HE National Bank of Czechoslovakia on Satur-
day (Sept. 24) reduced its discount rate from
5% to 414%. Rates are 10% in Greece; 814% in
Bulgaria ; 7% in Rumania, Portugal and Lithuania;
615% in Spain and in Finland ; 6% in Colombia and
in Austria; 514 % in Estonia; 5% in Italy and in
Hungary; 414% in Chile and in Czechoslovakia;
4.38% in Japan; 4% in Germany, Norway, Denmark,
Danzig and India; 314 % in Sweden, Belgium and in
Ireland; 215 % in France and in Holland, and 2% in
England and in Switzerland. In the London open
market discounts for short bills on Friday were
%@9-16% as against %@9-16% on Friday of last
week, and 9-16@3% % for three months’ bills as
against 9-16@5%% on Friday of last week. Money
on call in London on Friday was 34%. At Paris the
open market rate continues at 1% %, and in Switzer-
land at 114 %.
e
HE Bank of England statement for the week
ended Sept. 28 shows a gain of £21,463 in bul-
lion, but as circulation expanded £519,000, reserves
fell of £497,000. Gold holdings now aggregate
£140,397,380 in comparison with £136,159,694 a
year ago. Public deposits decreased £498,000 and
other deposits £1,466,746. The latter consists of
bankers’ accounts, which dropped £1,959,594 and
other accounts, which rose £492,848. The reserve
ratio is at 40.469, as compared with 40.249 last
week and 37.139, a year ago. Loans on Government;
securities fell off £1,080,000 and those on other
securities £390,894. Other securities include dis-
counts and advances and securities. The former
increased £63,565 and the latter decreased £454,459.
The Bank rate is still the same at 29%. Below we

furnish a comparison of the different items for five

years:
BANK OF ENGLAND'S COMPARATIVE STATEMENT.

1932. 1931. 1930. 1929. 1928,
Sept. 28. Sept. 30. Oct. 1. Oct. 2. Oct. 3
£ £ £ £ £

359,784,000 357,208,682 359,386,483 363,347,605 135,006,755
23,417,000 30,089,000 21,645,391 8,992,562 10,005,941
114,023,631 115,206,969 96,107,056 102,951,560 102,446,179
62,642,280 61,317,731 64,909,909
52,664,680 34,789,325 38,041,651
68,975,906 44,536,247 73,766,855 37,110,308
40,649,328 34,074,346 20,481,955 40,667,733
14,773,558 11,916,677 8,507,649 -n cpt
Securitles 18,072,412 25,875,770 22,157,669 20,974,306
Reserve notes & coln 55,612,000 53,951,012 57,416,844 26,995,893 52,969,823
Coin and bulllon. . 140,397,350 136,159,694 156,803,327 130,343,588 168,226,578
Proportion of reserve
to llabilities 40.46% 37.13% 48.76% 24.11% 47% %
Bank rate 2% 6% 3% 6% % 4% %
a On Noy. 29 1928 the flduclary 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.

Circulationa
Publlc deposits.
Other deposits
Bankers® accounts 80,626,456
Other accounts... 33,397,175
Governm’t securities 69,917,094
Other securities. ... 30,141,762
Disct. & advances 12,069,350

———

©

HE Bank of France statement for the week
ended Sept. 23, shows a gain in gold holdings

of 113,852,823 francs. - The total of gold now stands
at 82,621,794,767 francs, in comparison with 59,
346,170,306 francs last year and 48,431,266,181
francs the previous year. A decline is shown in
credit balances abroad of 17,000,000 francs, while
bills bought abroad remains unchanged. Notes in
circulation reveals a contraction of 81,000,000 francs,
reducing the total of notes outstanding to 80,201 ,-
750,385 francs. The total of circulation a year ago
was 78,173,081,590 francs and two years ago 73,053,-
479,195 francs. French commercial bills discounted
and creditor current accounts register increases of
492,000,000 francs and 592,000,000 franecs, while
advances. against securities decreased 44,000,000
francs. The proportion of gold on hand to sight
liabilities is down to 76.87%, as compared with
57.02% last year and 52.45%, the previous year.
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Below we furnish a comparison of the various items
for three years:

BANK OF FRANCE'S COMPARATIVE STATEMENT.
Changes Status as of-
Jor Week. Sept. 23 1932, Sept. 25 1931. Sept. 26 1930.
Francs. Francs. Francs. Francs,

Gold holdings ... _Inec. 113,852,823 82,621,794,767 59,346,170,306 48,431,266,181
Credit bals. abr'd.Dec. 17,000,000 2,912,524,012 12,363,636,450 6,566,845,304
aFrench commere']

bllls discounted . Inc. 492,000,000 3,622,054,793 5,880,429,273 6,188,028,014
bBlllsbought abr'd  No change 2,080,959,121 12,829,950,505 19,027,182,091
Ady. agt. securs._Dec. 44,000,000 2,752,895,439 2,754,051,284 2,796,453,231
Note circulation..Dec. 81,000,000 80,201,750,385 78,173,081,590 73,053,479,195
Cred. curr. accts__Inc. 592,000,000 27,281,765,683 25,808,883,526 19,288,413,097
Proportion of gold

on hand to sight

liabilities. Dec. 0.26% 76.87% 57.02% 52.45%

a Includes bills purchased in France. b Includes bills discounted abroad.

— e

HE Bank of Germany in its statement for the
third quarter of September shows an increase
in gold and bullion of 392,000 marks. The Bank’s
gold now amounts to 781,599,000 marks, as com-
pared with 1,374,409,000 marks a year ago and
2,583,625,000 marks two years ago. Increases are
recorded in reserve in foreign currency of 1,680,000
marks, in silver and other coin of 30,793,000 marks,
in notes on other German banks of 2,354,000 marks ;
in other assets of 6,654,000 marks and in other
liabilities of 3,141,000 marks. Notes in circulation
reveal a loss of 92,786,000 marks, reducing the total
of the item to 3,690,164,000 marks. Last year cir-
culation aggregated 4,173,886,000 marks and the
year before 4,032,989,000 marks. Bills of exchange
and checks, advances, investments and other daily
maturing obligations register decreases of 169,194,000
marks, 14,990,000 marks, 2,643,000 marks and
55,309,000 marks. The proportion of gold and
foreign currency to note circulation is up to 26.5%,
and compares with 40.1% a year ago and 62.29,
two years ago. A comparison of the various items

for three years is furnished below:

REICHSBANK'S COMPARATIVE STATEMENT.
Changes for

Week. Sept. 23 1932, Sept, 23 1931. Sept. 23 1930.
Assets— Reich. ks. R ks.  Reichsmarks. Reichsmarks.
Gold and bullion. ... .Ine. 392,000 781,599,000 1,374,409,000 2,583,625,000
Of which depos. abr'd.  No change 63,353,000 99,551,000 149,788,000
Res'vein for'n curr...Inc.. 1,680,000 146,241,000 297,803,000 223,749,000
Bills of exch. & checksDec. 169,194,000 2,689,675,000 3,003,317,000 1,351,767,000
Silver and other coin._.Inc. 30,793,000 251,704,000 124,588,000 181,001,000
Notes on oth. Ger. bkeIne. 2,354,000 9,599,000 12,243,000 22,147,000
. 14,990,000 88,512,000 141,165,000 56,039,000

2,643,000 362,359,000 103,075,000 102,666,000
6,654,000 794,804,000 933,140,000 677,492,000

Liabilittes—
Notes In circulation..Dec.
Oth. dally mat. oblig.Dec.
Other llabilitles.
Propor. of gold & for'n
curr. to note circul'niIne. 0.8%

S,
ATES for money in the New York market showed
further relaxation this week, notwithstanding

the extremely low levels previously prevalent. Resto-
ration of financial confidence in this and other cen-
ters is causing an ever greater search for sound em-
ployment of funds, and rates tended to drop both in
commercial paper and in time loans against stock
and bond collateral. Call loans on the New York
Stock Exchange were 2% for all transactionsg,
whether renewals or new loans, but in the unofficial
“Street” market funds were available every day at
1%, or a concession of a full 1% from the officia]
rate. An issue of $100,665,000 in 91-day United
States Treasury bills was awarded Monday at an
average discount of only 0.23%, which is the lowest
rate achieved since use of the bills was instituted
in 1929. The figure compares with a previous low
record of 0.29%, achieved on a $60,000,000 issue
awarded May 26 1932. Brokers’ loang against stock
and bond collateral increased $17,000,000 in the week
to Wednesday night, according to the statement of

92,786,000 3,690,164,000 4,173,886,000 4,032,989,000
55,309,000 357,960,000 540,201,000 443,237,000
8,141,000 725,741,000 788,232,000 228,334,000
26.5%

40.1% 62.29%
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the Federal Reserve Bank of New York. Gold move-
ments at New York in the same period consisted of
imports of $7,960,000 and a net decrease of $9,283,000
in the stock of the metal held earmarked for foreign
account. There were no exports.

PN

BALING in detail with call loan rates on the
Stock Exchange from day to day, 2% was the
ruling quotation all through the week both for new
loans and renewals. The time money market has
shown little change, one transaction of 90-day
maturity being reported at 1%. Rates are quoted
nominally at 1@114% for all dates. The demand
for prime commercial paper has shown some improve-
ment this week, particularly the last two days.
More paper is available and dealers are more opti-
mistie. Quotations for choice names of four to six
months’ maturity are 2@214%. Names less well
known are 2159%. On some very high class 90-day
paper occasional transactions at 134 % are noted.
VT

RIME bankers’ acceptances have shown some im-
provement in the demand this week, but the
offerings are very scarce. Rates are unchanged.
The quotations of the American Acceptance Council
for bills up to and including three months are 753%
bid, 84 % asked; for four months, 1% bid, and %%
asked ; for five and six months, 114 % bid and 115%
asked. The bill buying rate of the New York Reserve
Bank is 1% for 1-90 days; 114 % for 91-120 days, and
114 % for maturities from 121-180 days. The Federal
Reserve banks show a trifling decrease in their hold-
ings of acceptances, the total Sept. 28 being $33,-
604,000 as compared with $33,652,000 a week ago.
Their holdings of acceptances for foreign corre-

spondents increased slightly, rising from $41,978,000
to $43,486,000. Open market rates for acceptances
are as follows:

SPOT DELIVERY.
—180 Days— —150 Days— —120 Days—
Bid. Asked. Bid. Asked. Bid. Asked.
Prime eligible bills 14 1% 1% 1% 1 %

——90 Days— ——=60 Days— ——30 Days—
Bid. Asked. Bid. Asked. Bid, Asked.
Prime eligible bills % iy " ¥ % 74

FOR DELIVERY WITHIN THIRTY DAYS.
Eligible member banks

. 1¥% bd
Eligible non-member banks

1% % bid

HERE have been no changes this week in the

rediscount 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.

Rate in
Effect on
Sept. 30,

Federal Reserve Bank. Date
Established.

Oct. 17 1931
June 24 1932
Oct. 22 1931
Oct. 24 1931
Jan, 25 1932
Nov. 14 1931
June 25 1932
Oct. 22 1931
Sept. 12 1930
Oct. 23 1931
Jan. 28 1032
Oct. 21 1931

Y

RN

Philadelphla. -
Cleveland. . ..

Atlanta. . _
Chicago.....
St. Louls.

RN

oINS
PR R W o
1 3 €3 W B9 09 03 i 00 09 09 D E

RN
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STERLING exchange is extremely quiet as the

pound is under seasonal pressure, as grain,
cotton, and other import bills accumulate in London.
The range this week has been between 3.44%% and
3.4614 for bankers’ sight bills, compared with a
range of from 3.455¢ to 3.4714 last week. The
range for cable transfers has been between 3.44 11-16
and 3.4634, compared with a range of from 3.4534
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to 3.4754 a week ago. The foreign exchange situ-
ation continues essentially unchanged from that of
the past month. Bankers say that London authori-
ties are frequently compelled to support sterling,
especially in this market, but this is fully expected,
as under normal conditions seasonal pressure con-
tinues against sterling until about the middle of
January. The Bank of England and the British
Treasury are in a strong position to defend the pound.
From the present action of the market it would
appear that 3.45 has been set as the low limit. On
the other hand traders discovered about three weeks
ago and on several occasions previously that for the
time being, at least, the London authorities are
averse to any rate higher than or even approaching
3.50. There is no chance for speculation in the
currency in either direction. It is because of the
comparative steadiness of the rate within this range
that opinions are frequently expressed to the effect
that the British authorities propose ultimately to
stabilize the pound to gold at around current levels.
Many feel that such stabilization will not be long
delayed. Those who believe that sterling will event-
ually be stabilized at the old parity of 4.8665 have
perhaps as solid ground for their opinion. There is
no possible way of knowing at what rate or when
stabilization may occur.

The British authorities on numerous occasions
have stated that the return to the gold standard is
undesirable until the war debt problem has been

_solved. The war debts and reparations are con-

sidered to have been the chief reason for the collapse
of credit in Europe, including the suspension of the
gold standard by England. Hence it can be readily
surmised that the British authorities will take no
steps toward stabilization until these issues have
been clarified. Aside from the weakness in sterling
due to the pressure of commercial accounts, there
has been a flow of funds from London to the New
York security market since about the end of June.
Tunds are also flowing to the London security
market from many centers, but owing to the super-
abundance of funds there for the past several weeks
and to the excessive cheapness of rates there, this
flow is not in such volume now as it was some time
ago, although world confidence has been entirely
restored in London as the chief money center. The
Bank of England and the British Treasury continue
to acquire gold and to build up large dollar, franc,
and guilder balances in order to make their position
the more impregnable. The defense of sterling is
conducted through the Exchange Equalization Ac-
count and precise details are never made public. As
just stated, the abundance and cheapness of funds
makes the London market somewhat less attractive
to foreign funds, while security prices and business
prospects on this side by attracting funds, add to
the seasonal pressure against sterling. Call money
against bills was abundant in London throughout
the week at from 149 to 4%, two-months bills are
7-16%, to 149, three-months bills 4% to 9-16%,
four-months bills 849, to 34%, six-months bills 24%
to 19. All these rates are materially lower than
they were a few weeks ago. The fact that open
market rates are so far below the Bank of England
rate of 2% has given rise to renewed discussion of
the probability of a reduction in the Bank of Eng-
land’s rediscount rate. The best informed sources
however, believe that no further reduction will be
made, as the present 29, rate is the lowest that has
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ever been posted by the Bank. This week gold
seems to have sold in the London open market at
from 118s. 11d. to 119s. 5d. The Bank of England
statement for the week ended Sept. 28, shows an
increase in gold holdings of 21,463, the total stand-
ing at £140,397,380, which compares with £136,159,-
694 a year ago.

At the Port of New York the gold movement for
the week ended Sept. 28, as reported by the Federal
Reserve Bank of New York, consisted of imports of
$7,960,000, of which $3,386,000, came from Holland,
$1,994,000 from Canada, $1,260,000 from India,
$668,000 from Mexico, $462,000 from England, $60,-
000 from Switzerland, and $130,000 chiefly from
Latin American countries. There were no gold ex-
ports. Gold earmarked for foreign account de-
creased $9,283,000. In tabular form the gold move-
ment at the Port of New York for the week ended
Sept. 28, as reported by the Federal Reserve Bank
of New York, was as follows:

GOLD MOVEMENT AT NEW YORK, SEPT. 22—SEPT. 28, INCL.

Imports. Ezports.
$3,386,000 from Holland
1,994,000 from Canada
1,260,000 from India
668,000 from Mexico
462,000 from England
60,000 from Switzerland
130,000 chiefly from Latin
American countries

$7,960,000 total

Net Change in Gold Earmarked for Foreign Account.
Decrease $9,283,000.

The above figures are for the week ended Wednes-
day evening. On Thursday $1,630,700 of gold was
imported, $1,260,300 coming from India; $350,000
from England; $10,400 from Mexico and $10,000 from
Switzerland. There were no exports of the metal on
that day. Gold earmarked for foreign account on
the same day decreased $901,500. Yesterday $1,-
308,000 of gold was received, $1,079,300 coming
from Holland; $218,700 from Mexico and $10,000
from Switzerland. There were no exports of the
metal yesterday, but gold held earmarked for
foreign account decreased $1,967,500. During the
week approximately $537,000 of gold was received
at San Francisco from Australia and $374,000 from
China.

Canadian exchange continues at a severe discount,
but the rate is more favorable to Montreal than in
several weeks, although the present recovery has been
under way since August. It is stated that the flota-
tion of $60,000,000 Dominion 4%, bonds on Tuesday
is partly responsible for the present strength in Can-
adian. The issue was disposed of promptly at whole-
sale. It will take care of $40,000,000 Treasury 4s
maturing in New York on December 1, leaving only
$20,000,000 to be transferred to Canada. On Satur-
day Montreal funds were at a discount of 974%; on
Monday at 9149%,; on Tuesday at 9149%; on Wednes-
day at 9 7-16%; on Thursday at 914%, and on
Friday at 9 7-169%.

Referring to day-to-day rates, sterling exchange
on Saturday last was easy in a quiet market. Bankers’
sight was 3.46 3-16@3.4614; cable transfers, 3.4614
@3.46%%. On Monday sterling was under pressure.
The range was 3.45 3-16@3.45 9-16 for bankers’
sight and 3.45 5-16@3.45 11-16 for cable transfers.
On Tuesday the rates continued easy. Bankers’
sight was 3.45 3-16@3.453%; cable transfers, 3.4514
@3.45 7-16. On Wednesday sterling was off sharply.
The range was 3.4474@3.44 5-16 for bankers’ sight
and 3.44 15-16@3.45%% for cable transfers. On
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Thursday sterling was steady. Bankers’ sight was
3.45 1-16@3.4514; cable transfers, 3.45 3-16@3.45%4.
On Friday sterling was firmer; the range was 3.4454%
@3.46 for bankers’ sight and 3.44 11-16@3.46 1-16
for cable transfers. Closing quotations on' Friday

were 3.4514 for demand and 3.457% for cable trans-
fers. Commercial sight bills finished at 3.4534;
60-day bills at 3.4434; 90-day bills at 3.4414; docu-
ments for payment (60 days) at 3.441%, and 7-day
grain bills at 3.443{. Cotton and grains for payment
closed at 3.4534.

LSy
XCHANGE on the Continental countries presents
no new features. All these currencies are now
inclined to weakness owing to seasonal pressure and
all of course feel the effects of the cessation of tourist
requirements. German marks are of course nominally
quoted, as exchange continues under the strict con-
trol of the Reichsbank. The Berlin market is
greatly encouraged since the reduction made in the
Reichsbank rate last week from 59 to 49,. The cut
in the rediscount involved no threat to mark exchange,
which is maintained exclusively by official restric-
tions on payments abroad. The Reichsbank has
added approximately rm. 13,000,000 to its gold
holdings through purchases in Amsterdam which
was paid for in foreign exchange. The German bank
is also awaiting shipment of considerable gold from
Moscow. The Reichsbank’s cut in rediscount rate
is considered primarily an indication of the Cabinet’s
policy to help industry by cheapening the cost of
credit. German officials plan to increase the liquidity
of commercial banks by the foundation of two holding
institutions to be called the Industrial and Financial
Corporation and the Amortization Bank. These will
take over frozen and doubtful claims of the commer-
cial banks and also part of the Bourse securities held
by the latter, some of which in view of the necessity
of the financial reconstruction of industrial corpora-
tions are unrealizable and uncertain in value. The
new institutions will hold such claims and stocks
until the financial position of the corporations is
cleared up. The creditor commercial banks will
take instead claims against the holding institutions
and will be able to turn these into cash. It is believed
in banking quarters that these new institutions must
add to the pressure on the Reichsbank, as they will
have only meager capital. However commercial
banks of Germany will find it easier to repay their
own debts to the Reichsbank. These debts have
been virtually frozen since the crisis of June, 1931.
French francs are generally easier in tone. The
ease in franes is largely a seasonal matter and causes
no anxiety in Paris or in any other center as the
French position is exceptionally strong. The great
French rentes conversion was successful beyond all
expectations. The Finance Minister said that re-
imbursement would amount to only 2.5% of the
total of fr. 85,000,000,000 involved, approximately
$3,332,000,000. In French financial circles it is
thought that the rate of 4149 fixed by the French
treasury for the conversion issue will tend to keep
gold coming to France as the rates of interest on
other government bonds in Great Britain, Holland,
the United States, and Switzerland are much lower.
It is believed that France is selling much of her ear-
marked gold in New York to Holland and Switzer-
land. The Swiss, Dutch, and other central banks
are, it would seem, selling their gold to Paris in
return for the transfer of French earmarked gold in
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New York to their accounts. In this way the Bank
of France is virtually repatriating gold held here
without any expense of shipment. Of course, the
other central banks are using the transferred ear-
marked gold to support their currencies against the
dollar. This week the Bank of France shows an
increase in gold holdings of fr. 113,852,823, the total
standing on Sept. 23 at fr. 82,621,794,767, which
compares with fr. 59,346,170,306 on Sept. 25 1931,
and with fr. 28,935,000,000 in June, 1928, when the
unit was stabilized.

Italian lire are about the only European currency
showing no weakness at this time. The strength in
the Italian unit is due largely to the confidence felt
in the economic prospects of the country and to the
strongly conservative policy of the Bank of Italy.
Mussolini’s government anticipated by a consider-
able time the organization of such an institution as
our Reconstruction Finance Corp., when the Italian
authorities set up the Instituto Mobiliare Finanziare.
The only large transaction of the Institute thus far,
has been to take over the security holdings of the
Banca Commerciale Italiana, but it intends to be
active in industrial financing.

Exchange on Czechoslovakia is one of the minor
exchanges in the New York market, but interest
attaches especially to this unit at this time as the
Central Bank of Czechoslovakia reduced its rate of
rediscount on Saturday last from 59 to 4169,. This
is a further example of the general trend of money
rates toward ease in all countries.

The London check rate on Paris closed at 88.09 on
Friday of this week, against 88.37 on Friday of last
week. In New York sight bills on the French centre
finished on Friday at 3.91%4 against 3.917% on Friday
of last week; cable transfers at 3.9134 against 3.92 and

commercial sight bills at 3.9114, against 3.9134.
Antwerp belgas finished at 13.87 for bankers’ sight
bills and at 13.8714 for cable transfers, against 13.88
and 13.8814. Final quotations for Berlin marks were
23.78 for bankers’ sight bills and 23.79 for cable trans-

fers, in comparison with 23.80 and 23.8014. TItalian
lire closed at 5.12 for bankers’ sight bills and at 5.1234
for cable transfers, against 5.1214 and 5.13. Austrian
schillings closed at 14.1114, against 14.1114; exchange
on Czechoslovakia at 2.961%4, against 2.961%; on
Bucharest at 0.601%, against 0.6014; on Poland at
11.2414, against 11.24, and on Finland at 1.5114,
against 1.51%4. Greek exchange closed at 0.6114 for
bankers’ sight bills and at 0.612% for cable transfers,
against 0.6114 and 0.61%%.
ol
XCHANGE on the countries neutral during the
war continues to follow the trends of recent
weeks, the most conspicuous of which is the ease in
Holland guilders and Swiss francs. Pressure against
the neutral exchanges is due in part to seasonal
factors as import bills for cotton, grain, and other
commodities accumulate. It is also due to cessation
of tourist requirements for exchange on European
countries, and so far as Holland and Switzerland in
particular are concerned, the exchanges of both
countries are under the adverse effect of an outward
flow of funds for investment in other markets,
notably in Paris, London, and New York, where
opportunities for employment are more attractive.
It is understood in banking quarters that Holland
guilders and Swiss francs are finding official support.
Much of this support is manifested in Paris, where
Duteh and Swiss gold is being sold to the Bank of
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France in exchange for the transfer by the Bank of
France of earmarked gold held in New York. By
the acquisition of these earmarked stocks both cur-
rencies are supported in the New York market. Re-
cently there have been considerable shipments of -
Holland gold to New York, but according to the
latest dispatches from Amsterdam these shipments
have been made from gold holdings in private banks
in Amsterdam. This statement seems to be borne
out by the fact that the latest balance sheet of the
Bank of The Netherlands shows an unchanged gold
position of 1,034,000,000 guilders. Spanish pesetas
continue to display strength and seem to be quite
unrelated to the course. of events affecting exchange
in other centers. Strength in pesetas has been a
feature of the market for fully a month. The
firmness in the unit is attributed largely to confi-
dence in the political outlook and to the conservative
policy followed by the Bank of Spain. The Scandi-
navian currencies fluctuate within narrow limits and
are affected almost altogether by the fluctuations of
sterling exchange, with which currency they are
economically allied.

Bankers’ sight on Amsterdam finished on Friday
at 40.16 against 40.16 on Friday of last week; cable
transfers at 40.1614, against 40.1614, and commercial
sight bills at 46.12, against 40.12. Swiss francs
closed at 19.2714 for checks and at 19.2734 for cable
transfers, against 19.2834 and 19.29. Copenhagen
checks finished at 17.941% and cable transfers at 17.95,
against 17.9914 and 18.00. Checks on Sweden closed
at 17.7414 and cable transfers at 17.75, against
17.77Y% and 17.78, while checks on Norway finished
at 174414 and cable transfers at 17.45, against
17.47%% and 17.48. Spanish pesetas closed at 8.17
for bankers’ sight bills and at 8.1714 for cable trans-
fers against 8.181% and 8.19.

S

XCHANGE on the South American countries
continues to be only nominally quoted. Gov-
ernmental control of exchange and moratoria will
doubtless continue for some time to come, but many
signs of improvement are apparent in the economic
situation of all the South American countries. Buenos
Aires dispatches state that the Governmentappears
to have taken care of its most pressing exchange require-
ments. There has been an easing of the foreign ex-
change situation, with freer issuance of remittance
permits by the Exchange Control Commission,
helped by recent heavy offerings of export bills. If
this situation continues it is expected to prove of
material aid to the import business of Argentina.
There is a more decided air of confidence in business
circles in Buenos Aires, and it is believed that the
coming crop season should place the country well
on the road to recovery. The business improve-
ment now in evidence is considered by bankers the
most promising factor in the general situation for
many months. The Bank of Chile, according to
United States Commerce Department advices, has
authorized the use of 10,000,000 gold pesos for the
foreign purchase of necessities. Foreign exchange
restrictions have curtailed Chilean imports of many

products for months past.

Argentine paper pesos closed on Friday nominally
at 2554 for bankers’ sight bills, against 2514 on Friday
of last week; cable transfers at 25.80, against 25.80.
Brazilian milreis are nominally quoted 7.20 for
bankers’ sight bills and 7.25 for cable transfers,
against 7.20 and 7.25. Chilean exchange is nomin-
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ally quoted 615, against 61%.
21.00, against 21.00.

Peru is nominal at

—

EXCHANGEon the Far Eastern countries con-
tinues to follow the trends of recent weeks.
The Chinese units are steady, but fractionally easier
than at any time in the past three weeks, owing to
slightly easier quotations for silver. Buying or sell-
ing exchange on China is equivalent to buying or
selling silver. The New York official price for silver
ranged this week from 2734 cents to 2714 cents an
ounce, the lower figure generally prevailing. Japan-
ese yen have been ruling firmer during the past few
weeks, though, of course, since no longer anchored
to gold, the yen is far below dollar parity of 49.85.
Last Friday and the week before yen closed at 24.
Several times this week the rate went to 24.25. The
Japanese Government faces a deficit of 58,000,000 yen
for the fiscal year 1931-1932. The budget for 1932-
1933 fiscal year passed in August anticipates a deficit
of 692,000,000 yen, to be covered by bonds. The
great deficits are largely due to the cost of Man-
churian and Shanghai expeditions. General business
in Japan, especially the export trade, gives many
signs of improvement. During August the export
excess was 63,274,000 yen, a gain of 42,540,000 yen
over August 1931. The export excess since the be-
ginning of the year was 170,861,000 yen, a gain of
77,852,000 yen. Meanwhile, imports are being cur-
tailed. Japanese bankers are quoted as saying that
a visible export balance is almost a certainty. The
great increase in exports is attributed to the fall of
the yen. However, the situation gives indications
that along with inflation, internal prices and wages
are rising. The nation’s more prominent bankers
are issuing warnings that the advantages derived in
foreign trade through lower yen threaten to be
wiped out.

Closing quotations for yen checks yesterday were
2414, against 24.00 on Friday of last week. Hong
Kong closed at 2334@23 7-16, against 2334@
FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE

BANKS TO TREASURY UNDER TARIFF ACT OF 1922,
SLPT. 24 1932 TO SEPT. 30 1932, INCLUSIVE.

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

Country andaﬂlonezary}
Unit.
l Sept. 24. | Sept. 26. | Sept. 27. | Sept.28. | Sept. 29. | Sept. 30.

EUROPE—
Austria, schillin
Belgium, belga.
Bulgaria, lev.. d
Czechoslovakia, krone 029592 | .029591
Denmark, krone...__| .179550 | .179200 !
England, pound |

sterling .- ... |3.462833 3.454083
Finland, markka. I 50 | .014958 |
France, franc.... .039163
Germany, reichs 1 237857
Greece, drachma. ... 4 006037
Holland, guilder. . ... 401350
Hungary, pengo.....| . | 174500 | .
ITtaly, lira 051266
[ . 174115
e 0 | .111810
|
|

s $ I $
.139562 | .139562 | .139562
.138711 | .138705 | .138678
.007200 | .007200 | .007200
.029593 | .029593 | .020595 | .020594
179210 | .178946 | .179207 | .178961

-452375 3.451500 3.451708 [3.454107
014900 | .014908 .104933

039180 039167

237892 237564
006010
401534
.174666
051265
173934
.111810
.031366
005983
.081689
177192
.192710
015166

| .28 |
| .139562
| :138619
.007200

s |
.139770 |
.138586 |
.007233 |

Rumania, leu_.
Spain, peseta.. d
Sweden, krona_ ... 3
Switzerland, franc...| .192837
Yugoslavia, dinar..__| 014866
ASIA— |
China—
Chefoo tael

177215
1192753
014933

177269
192653

015066 015133

313958 | .314166
309583
.302500 |

| .323333 .323333
231406 | . | .231250

| “210312 | . | .209687

210416 | . 210000
1206666

.313333 | .313333
.308750

301562

.314375 | .3125600
.307916
.300937
320416
.230937
.200375

.200166
205833
261350
240500
400937

004995
999100
313166
902624

Tlentsin tael....._| .
Hong Kong dollar. .| .
Mexican dollar.___| .
Tientsin or Pelyang
dollar. - o eooo.. .

200687
210416

Japan, yen. .. caeeao 4 4
SIggnpore (S.8.) dollar| .402500 | .

NORTH AMER.— | |
Canada, dollar......| .900833 | .902604 @ .
Cuba, P8O~ v - - - - 1999100 | 999112 |
Mexico, peso (silver) .314666 & .313000 | .309000
Newfoundland, dollar| .897875 | .899875 | .901875

SOUTH AMER. '
Argentina, peso (gold)| .585835 | .585835 | .585835
Brazil, milreis ---| 076175 | 076175 | .076175
Chlle, peso- .- .060250 | .060250 | .060250

ruguay, peso 474166 | .474166 | .473333
‘I_I Jombia peso. 952400 | .952400 | 952400

907499
999100
314166
905249

.585835
076175
.060250
474166
952400
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23 11-16; Shanghai at 3034@3014, against 3034@
30%4; Manila at 4954, against 495%; Singapore at
4024, against 4014; Bombay at 26 3-16, against 2614,
and Calcutta at 26 3-16, against 2614.
e = -

THE following table indicates the amount of gold

bullion in the principal European banks as of
Sept. 29 1932, together with comparisons as of the
corresponding dates in the four previous years:

Banks of— 1932. 1931, 1930. 1929, 1928,

£

168,226,578
244,980,304
115,567,000
104,342,000
54,093,000
36,243,000
23,065,000
16,717,000
12,726,000
10,098,000
8,163,000

£

130,343,588
315,286,622
103,112,800
102,594,006
55,807,000
36,920,000
29,182,000
21,306,000
13,450,000
9,586,000
8,154,000

£
156,803,327
387,450,129
116,452,300
98,996,000
56,525,000
32,549,000,
34,564,000

£

136,159,604
474,769,362
60,061,900
91,054,000
58,220,000
58,594,000
46,456,000
36,808,000 25,585,000
12,750,000| 13,459,000
9,536,000 9,566,000
8,125,000, 8,139,000

£
140,397,380
660,974,358
35,912,300
90,279,000
62,190,000
86,223,000
74,140,000

Engiand. ..
France a..
Germany b

v
Netherlands
Nat'l Belg.
Switzerland
Sweden. . _
Denmark. . (-
Norway... 7,911,000,

Total week-|1,266,035,035| 992,536,956 940,088,756 825,742,010/ 706,220,882
Prev, week.|1,265,028,152] 982,775,281 939,869,029] 823752468 707,063,657

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 s £3,167,650.

Cabinet Reconstruction and Imperial Problems
in Great Britain.

London dispatches have been at some pains to in-
sist that the resignation on Wednesday of Viscount
Snowden, Lord Privy Seal, Sir Herbert Samuel,
Home Secretary, and Sir Archibald Sinclair, Secre-
tary of State for Scotland, together with a number
of Under-Secretaries and other officials, has not
jeopardized the tenure of the MacDonald Govern-
ment in Great Britain, and that the program from
which the retiring members dissented will be carried
out notwithstanding their withdrawal. Whether
such is the case remains, of course, to be seen, but the
obvious fact is that the resignations have heen
tendered because of the inability of the three mem-
bers to follow the Cabinet on an important question
of imperial policy, that they have been accompanied,
in the case of Viscount Snowden, by a sharp attack
upon Mr. MacDonald himself, and that they have
come at a moment when a solid Ministerial front
was peculiarly desirable because of some serious
international situations in which Great Britain is
involved.

The statement which Sir Herbert Samuel handed
to the Prime Minister on behalf of himself and his
associates based the resignation of the three mem-
bers upon their disapproval of the Government pro-
gram regarding the agreements made at the recent
Ottawa Conference. “In our view,” the statement
declares, “the whole policy of hard bargaining on
trade between the Governments of the different parts
of the empire is wrong. We regard the continued
unity and harmony of the British Commonwealth
of Nations as of supreme importance to its own
members and the greatest value to the world at large.
That purpose cannot be assisted by conferences such
as that at Ottawa. In our view it can only be im-
periled.” The process in evidence at Ottawa, as thege
members see it, was that of “pressing one part of
the empire to make unwilling sacrifices in ordep that
another part of the empire may be induced, equally
unwillingly, to make counter-sacrifices.” T, bring
to the front in the political field differences of eco-
nomic interest which are due to differing economic
conditions “is to invite disagreement between the
empire Governments which is likely sooner or later
to become acute. Tighter bonds may mean greater
friction.”
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The Ottawa agreements are further attacked on
the ground that they include “an undertaking that
the Parliament of the United Kingdom will not re-
duce certain duties on articles from foreign countries
during a term of years without the consent of the
Governments of the dominions. Apart from the
question of whether the Government was entitled to
give such an undertaking, Parliament itself cannot
properly enact a statute of that nature.” Referring
to the approaching world economic conference, the
statement urges that “it is essential that we should
be free at that conference to enter into arrangements
practicable and advantageous for the expansion of
our trade with foreign countries, which is by far the
largest part of our commerce. We regard the agree-
ments, taken as a whole,” the statement concludes,
“as a danger to the best interest of the empire, a
derogation from the powers of Parliament, a barrier
to removing the restrictions on the world’s trade, a
burden upon the British people, and a probable cause
of increased unemployment and social unrest.”

Viscount Snowden, in a personal letter to Mr.
MacDonald, expressed his regret at the necessity of
taking a step which “severs our forty years of close
political association and co-operation in work which
has transformed the party features of British poli-
ties,” recalled his part in forming the present Na-
tional Government, and recited the assurance which
Mr. MacDonald had given that, as far as he was
personally concerned, he was not “going to be run
by any party.” “I accepted these assurances in good
faith,” Viscount Snowden declared. “I am still pre-
pared to support a National Government which ad-
heres to those conditions. But for some time now,

indeed from the formation of the second National
Government, it has become increasingly clear that

the Conservative section of the Government and the
House of Commons is determined to carry through
the full protectionist policy, using you and using
us, if we remain in the Government, as instruments
for carrying through the Tory program.” A clearer
intimation could hardly have been given that Mr.
MacDonald, in Viscount Snowden’s opinion, had
been made a tool of the party upon whose support
his continuance as Prime Minister depends.

Mr. MacDonald, in a statement issued on Wednes-
day after the resignations had been received, made
no reference to the specific allegations about the
Ottawa agreements and the economic conference, but
confined himself to reiterating the need of a non-
partisan Government, and insisting that “purely
party considerations would weaken our national in-
fluence in the world and would be a blow at the
movements now working toward world recovery.”
The matters which he cited as imperatively calling
for attention were “a reparations and debt settle-
ment” and the world economic conference. It was
at once pointed out that the inclusion of the debts
was the first public mention of that subject by any
British statesman during the present presidential
campaign in this country, there having been a tacit
agreement not to raise the question while the elec-
tion contest was going on. ‘

As far as the break in the Cabinet makes a political
issue, the issue is, of course, that of protection. We
pointed out several weeks ago, when the Ottawa
agreements were announced (see “The Chronicle”
for Aug. 27, page 1379), that the agreements defi-
nitely committed Great Britain, for the next five
years at least, to protection, that its treatment of the
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tariff during that period had been made largely de-
pendent upon approval by the dominions, and that it
would be seriously handicapped in the economic con-
ference when the evil effects of tariff barriers gener-
ally came to be discussed. The first fruits of the
far-reaching restrictions to which Great Britain then
submitted have now come in the withdrawal from
the Cabinet of three of its members. The places have
been promptly filled, Mr. Baldwin himself taking the
post vacated by Viscount Snowden in addition to
his other Cabinet office of Lord President of the
Council ; and since the Conservatives, whose protec-
tionist demands have been in part gratified by the
Ottawa agreements, are overwhelmingly in the ma-
jority in the House of Commons, the bills necessary
to give effect to the agreements can undoubtedly be
passed.

It is not clear at the moment that the Cabinet
change will do anything to unite or strengthen the
Opposition. It seems likely, rather, to intensify the
division in the Liberal party, where party leader-
ship as well as support of the Government are at
issue. There is little likelihood, on the other hand,
that Viscount Snowden’s retirement will recover for
him the standing in the Labor party which he lost
when he stood with Mr. MacDonald at the time the
National Government was formed. It is Mr. Mac-
Donald himself who will be weakened, partly by the
mere fact of division on an important matter, and
still more by the loss of Cabinet members, especially
Sir Herbert Samuel, upon whose support he has been
thus far able to rely. The reconstructed Cabinet
contains 14 Conservatives instead of the former 12,
and three National Laborites instead of the previous
four, but the former three free-trade Liberals, fol-
lowers of Sir Herbert Samuel, have disappeared, the
three Liberals who remain being followers of Sir
John Simon.

The most important and immediate effects of the
change are probably to be looked for in the Disarma-
ment Conference, and after that in the League of
Nations. For some time, and particularly since the
Lausanne Conference and the announcement of the
Anglo-French entente, the opinion has been gaining
ground that any substantial concessions by France
in the matter of armaments hinged upon equally sub-
stantial concessions by Great Britain. On that sub-
ject British opinion, always sensitive, has appeared
to be divided, with the Conservatives strongly op-
posed to any further reduction in Britain’s means
of defense. It will be recalled that Mr. Hoover’s pro-
posal of a one-third reduction in armaments met with
little favor in England, and that when the Bureau
of the Conference met at Geneva last week the British
delegation did nothing to promote progress.

Shortly before the Cabinet resignations were an-
nounced, it was reported that Mr. MacDonald had
made known his intention to resign, and that he had
been dissuaded only by the arguments of Stanley
Baldwin, the Conservative leader. As Conservative
opposition was the chief obstacle which Mr. Mac-
Donald had had to meet in pushing his own advocacy
of radical disarmament, political speculation has
busied itself with the question whether Mr. Baldwin,
who has no desire to see the responsibilities of gov-
ernment devolve upon his party at the present
juncture, had assured Mr. MacDonald of Conserva-
tive support for the substantial concessions which
France, it was believed, would demand. The sharp
opposition which developed to Mr. MacDonald’s pro-
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posal to replace Viscount Snowden by Lord Allen, a
member of the Labor party, and the apparent re-
fusal of the Conservatives to give the new member
such support as he asked for at Geneva, seem to indi-
cate that Mr. Baldwin and his party remain adamant
regarding concessions. If such is the case, and Con-
servative opposition continues, there is no reason
to expect much practical result from the disarma-
ment negotiations. The situation is complicated by
the German demand for arms equality, with which
there is much sympathy in England, and by the
alleged possession by the French Government of
information showing that Germany has secretly and
indirectly developed armament of various kinds far
in excess of what the Treaty of Versailles allows.
Mr. MacDonald will have need of all the strength
he can muster, not merely for disarmament but also
for his influence in the League of Nations. Discus-
sion of the Lytton report on Manchuria has been
fixed for Nov. 14, ostensibly in order to give the
members of the League time to study the report, but
more, one may suspect, to enable them to decide what
to do in case the report condemns Japan and Japan
thereupon takes steps to withdraw from the League.
It is an open secret that neither France nor Great
Britain desires to do anything that would involve a
break with Japan, and that the effect of the with-
drawal of Japan from the League is viewed with
grave apprehension. Meantime the League itself is
in financial straits, with less than half of its bud-
getary expenditures for the current year covered by
payments of dues from member States and a con-
siderable arrearage to be provided for. If the
Cabinet changes in Great Britain turn out to be only
such incidental ones as occur from time to time in
all Ministries, Mr. MacDonald will be able to face

his international problems with a well-knit Govern-
ment solidly behind him. On the other hand, if they
are the precursors of other and more important
changes, the British influence in the League as
well as in the Disarmament Conference will be
weakened at a time when it specially needs to be
strong.

Electrical Field Steadily Broadens.

At the recent twenty-fifth annual convention of
the Pennsylvania Electric Association, George B.
Cortelyou, President of the National Electric Light
Association, called attention to the fact that the
industry has in some instances prospered during the
depression.. He added: ‘“The cost of electricity for
residential use has steadily declined over a long
period of years, and now stands at the lowest point
in its history—349% below the 1913 level.”

The selling prices of the products of other indus-
tries may be down to the pre-war level, but the earn-
ings statements of many of them show deficits in-
stead of profits, a condition which it is hoped may
be remedied during the coming year.

Why is it that the business of generating and dis-
tributing electric current should be able to avoid
running into the red when other lines of endeavor
are suffering severely during the prolonged depres-
sion? One reason undoubtedly is that the managers
of this particular line of public utility have been
able to render to the public a satisfactory service
which is regarded as indispensable and to supply
the service at gradually decreasing cost to the con-
sumer.

Financial Chronicle

Oct. 1 1932

The present generation knows nothing of “tallow”
or “sperm” candles or the pine knots of Lincoln’s
boyhood. Wouldn’t it be odd for the young people
of to-day to be compelled to adjust in molds strings
for wicks and then pour into the molds hot tallow,
which, when cooled, and thus hardened, would pro-
vide the only means of lighting a dwelling aside from
the blaze of the log fire on the hearth?

One needs only to go back to the seventies to vision
college boys pouring over textbooks aided by a stu-
dent lamp, which was regarded, with its argand
burner, as the height of luxury in illumination. Then
followed illuminating gas with its yellow, flickering,
fan-like flame, and when enterprising Philadelphians
put on the market the Welsbach mantles, affording
a white light as the gas was burned, people thought
the acme of lighting had been achieved.

Electricity’s first invasion into the lighting field
came with the old arc lights, which were used to
displace illumination of streets by gas. The Mazda
mantle made a wonderful innovation for the lighting
of dwellings and offices, and the world now considers
its lighting problems solved as it shifts and varies
electrical illumination to suit its purposes both in
degree of intensity and in colors and delicate shades
by means of tinted globes.

That, however, is only one line of development.
The processes of generating electric current and its
distribution have been perfected marvelously. Steam
generating plants have by no means been abandoned,
but they are supplemented by water power, which
is termed ‘“white coal.”

The broad and shallow Susquehanna River is par-
ticularly adapted in the East for power purposes,
and high and long dams made of concrete and steel
now form great lakes whose waters may be utilized
as generating power by pressing a button. Supple-
menting these huge generating plants are high-ten.
sion lines erected on lands for conveying the current
to distant points where needed, and transferring
stations reduce the high voltage to degrees as re-
quired for special uses.

Through the adoption of the latest scientific de-
velopments the electric companies have been able to
generate and distribute current at a lower cost, which
permits of the sale of current for power and light
at decreasing prices to consumers. But that is not
the only reason for the possibility of lower prices
for electric service at a period when nearly all prices
were ascending following the war period.

A host of modern improvements have opened wider
and wider markets for electric current. When the
trolley cars drove to the wall the old horse cars and
cable cars, the field of usefulness for electricity wag
immensely broadened. Subway railways require
current also not only for power but for illumination
24 hours per day. Numbers of steam railroads have
converted their lines for the use of electric power,
and the movement continues. The telephone and
telegraph companies have need for electrie current.,
Machinery of factories and great presses of the news-
papers are operated by electric current, Moving pie-
ture theatres have proved to be good customers of
the electrical generating companies. Improved high-
ways have called for electrical illumination. Out-
door sports on occasion utilize electrical illumina-
tion at night, and millions of radios are operated by
electricity. Even upon the water there are electric
launches. All-night electric signs for advertising
are another big source of revenue. Whether man ig
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at work or at play, in health or in sickness, he turns
to electricity for aid.

With a continuously broadening field, it is little
wonder that electric companies have been able to
combat depression and at the same time lower prices
to consumers.

There is one large field which the companies have
barely scratched. That is the supply of electric cur-
rent to farms, where it is needed for both power and
light. In the cities the housewives utilize current for
sweeping, washing, ironing, toasting, dishwashing
and many other household purposes, all of which
could be introduced upon the farm for the relief of
farmers’ wives. Grinding and churning, now a
drudgery, could, with current, be made a pleasure.
And the farmer, with his threshing, shearing, saw-
ing and sharpening would find great relief by utiliz-
ing electricity for power.

According to the reports of the Pennsylvania Elec-
tric Association, more attention is now being given
to this undeveloped field. Usefulness of this par-
ticular sort of utility is still of wide scope.

Nothing Apparently Can Stop the Increase in
Railway Taxes.

Every person who purchases railway service pays

a share of the taxes upon the railroads, and as a

consequence railway rates—other things being equal

—must rise ag taxes increase. In spite of all that

has been said about this situation, there does not
seem to be very much done about it. The difficulty
may be that every owner of real or personal prop-
erty is enough worried about meeting his own ever-
increasing tax bills and is perfectly satisfied that
the railways should worry too. The railways indeed
have reason to worry.

The Class I railways in 1931 paid out more than
$303,560,000 in direct taxes, or $2.40 for every man,
woman and child in the United States. Their direct
taxes absorbed 7.83% of their total receipts. Ex-
pressed in the simplest language, every person who
paid a dollar to the railroads in 1931 for freight or
passenger service paid 7.3c. indirectly in taxes.

The taxes the railways are required to pass on to
their patrons, however, do not end with their direct
taxes of $303,560,000. Like every other consumer,
the railroads pay indirect taxes, and these become,
still more indirectly, taxes upon their patrons. Ex-
penditures of the railroads for fuel, oil, iron, steel,
lumber and manufactured products must cover also
the taxes levied upon the producers of those com-
modities.

In 1931 it is estimated that the Class I railways
spent about $695,000,000 for fuel, material and sup-
plies used in railroad operations, in addition to
large sums spent for material and supplies used in
improving and adding to railroad facilities. If-it is
true, as has been estimated, that one dollar out of
every three spent by the consumer goes to pay taxes,
then the $695,000,000 which the railways spent as
consumers of fuel, materials and supplies included
over $231,600,000 for indirect taxes.

Individuals pay both direct and indirect taxes.
These taxes form part of their living costs, and the
cost of living in turn helps to determine the amount
of compensation paid to the railway employees. In
1931 the railways paid out more than $2,095,000,000
for labor engaged in railway operation, in addition
to labor employed in making additions and better-
ments to railway facilities, and a part of that $2,095.-
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000,000 expenditure went to cover the taxes which
originally were taken out of the pockets of the indi-
viduals and concerns engaged in supplying the re-
quirements of the railroads’ 1,260,000 employees.

The railroads have no means by which to raise
money except by selling service and borrowing. The
payer of railway rates, therefore, is the one who pays
the railroads’ direct and indirect taxes.

Railway operating revenues in 1931 were $4,188;
343,237, and operating expenses totaled $3,223;
567,417, leaving a net operating revenue from 242,292
miles of railway line amounting to $964,775,820.
Taxes consumed about 32% of this total. Applying
this percentage to the mileage operated it is seen
that railway taxes last year were equivalent to the
net revenue earned by 77,533 average miles of rail-
way. In other words, these 77,533 might as well have
been working for the tax collector as far as railway
earnings from them were concerned. The corre-
sponding totals were 25,000 miles of line in 1911,
29,000 miles in 1916, 55,252 miles in 1928, and 55,626
miles in 1929.

The growth of railway taxes is alarming. The rate
of increase in the past 41 years is more than 8%
times as great as the rate of population growth;
more than twice as great as the rate of increase in
national wealth; more than 115 times as great as
the rate of increase in national income. It is nearly
six times as great as the rate of growth in property
investment of the railways; about three times as
great as the rate of increase in railway gross rev-
enues, and more than five times as great as the rate
of growth of net earnings.

In spite of the fact that all taxes in the United
States have been rising by leaps and bounds, railway
taxes have run ahead of the general trend. During
1931 the Class I railways were compelled to work 27
days alone in order to earn taxes imposed upon them.
This compares with 23 days in 1929, 22 days in 1926,
16 days in 1916, and 13 days in 1911. When consid-
ered in relation to net earnings, taxes in 1931 ab-
sorbed 32c. out of every dollar earned.

Unlike tax payments, the cash dividends of Class I
railways are now lower than they were 20 years ago.
In 1916 the amount the railways paid in taxes was
about half what they paid in dividends. The follow-
ing table shows the tax payments and the cash divi-
dend payments of Class I railways for various years

since 1911:

Ta:re Year. DM mds Dirid ds.Y

Taxes. Yea.
516 046--1925---33 42,020,885
922 8 6..1926..- 399, 243 1963

331.915.459---1923___ 206,127,048 | 34
340,336,686 --1024-__ 320,429,767 303 560 147027193122 328,443,192

It will be noted that the dividends were ahead in
1921, but in each of the four years, 1922 to 1925, the
taxes were greater than dividends. While it is true
that during the past six years dividends have ex-
ceeded tax payments, the amount of taxes paid to
Federal, State and local governments exceeded by a
margin no means slight the amount of dividends
actually paid to that part of the public which is
represented by the stockholder. In other words,
large dividend disbursements were made during
those years by subsidiary companies exercxsmg con-
trol by stock ownership.

It takes profits to provide the stockholders with
reasonable returns on their investments, and at the
same time to maintain the credit of the railroads.
Without profit and credit, railroads cannot maintain
new structures and carry on an adequate and de-
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pendable service. As the matter now stands, the
returns of the railways are too low and the burden
of taxes too great.

The railways have been seeking earnestly for every
means of economy in operating their properties.
They believe that all forms of government should
likewise seek every possible economy in performing
the functions for which they are designed. By this
means the need for taxes would be reduced and the
burden on the railways and other industries might
be lightened.

Too Much Regulation Says United States
Chamber of Commerce.
New Transportation Policy Recommended.

Less Government regulation of railroads was pro-
posed last week by a special committee, under the
chairmanship of F. C. Dillard, of Sherman, Tex., to
the United States Chamber of Commerce, as . a
part of a new transportation policy designed to
strengthen the carriers’ economic foundation. It
was ordered by the directorate to be submitted to a
referendum of the Chamber’s membership. Urging
that railroad managements be given back much of
the responsibility of which they have been divested
by law and regulation, the Committee said:

The fact of the matter is that wise, economical an< efficient manage
ment is not advanced, but hindered by a rigid regulation.

The wisest, most economical and efficient management of railroads,
as well as other business organizations, is where the responsibility
for the operation and the earnings of a property rest upon the manage-
ment, whose responsibility may not be shifted to some regulative
commmission. 0

Specifically, the Committee proposed stabiliza-
tion of railroad credit by allowing the carriers
greater flexibility in earnings according to business
conditions and adoption of measures which would
enable the roads to adapt their organizations and
operations to economic conditions and give them
“fair opportunity to meet the competition of other
forms of transportation.”

The Committee contends that the railroads should
be putin a position to build up reserves by a revision
of the rules of rate-making and repeal of the recap-
ture clause of the inter-State Act, which compels
the roads to turn in to the Federal Treasury all of
their net earnings above 6%. It recommends that
amounts due the Government under the recapture
clause be canceled and that the Inter-State Com-
merce Commission be required only to keep itself
informed of changes in railroad plant. Retroactive
repeal of the recapture clause “would without any
demand on the Federal Treasury relieve the railroads
of a total liability, as estimated by the Inter-State
Commerce Commission, of about $360,000,000.”

The law, the report contends, should be changed
“to provide simply that the Inter-State Commerce
Commission in the exercise of its power to prescribe
just and reasonable rates shall give due considera-
tion, in the exercise of its power, among other fac-
tors, to the effect of rates on the movement of traffic;
to the need in the public interest of adequate and
efficient railway transportation service at the low-
est cost consistent with the furnishing of such serv-
ice, and to the need of revenues that will yield a rea-
sonable average return upon the property devoted
to the public service and that will thus enable the
carrier under honest, economical and efficient man-
agement, to provide such service.”

Discussing the operation of the rate provisions of
the law, the report reads:

Even if the law had operated as expected, it would not have proven
& permanent panacea for all railroads, nor can any law or rule provide
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against all deficiencies that follow absence of available traffic. The
difficulties of most railroads in times of business depression can, however,
be greatly lessened by consistent application of a policy of reducing
fixed debt in favorable times and accumulating proper reserves in
available form to such extent as the situation of each road may permit.

A policy of continual refunding must assume that the railroad trans-
portation system will continue to be required to the extent it is now
developed. The changing conditions of American economie life point
to the probability that the railroad plant will not be extended as in
the past. Of course, maintenance, improvement and refinement must
continue indefinitely. If the argument is correct that material ex-
tension of the railroad plant will not be necessary, and if it is correct
to assume that refinements and improvements will be self-liquidating,
then there is the greater need for reducing present bonded indebtedness
with the maturity of each issue.

Reserves should therefore be accumulated for use
to pay interest on bonded debt at times when this
interest cannot be met out of the general revenues
and to meet such agreed proportion of maturing
bonds as may establish and carry out the principle
of reducing funded debt. '

Responsibility for setting up reserves should be with the manage-
ment and not with the Inter-State Commerce Commission, though
the Commission must recognize and make possible their establishment.
It may be argued that unless there is compulsion by law, managements
will not readily set up such reserves, but the general policy of legal
compulsion would be another invasion of the field of managerial pre-
rogative and against such Invasion this committee has taken a definite
and unalterable position.

Other recommendations of the report included :

That railroad companies be permitted to engage in transportation
on the waterways and highways on an equal basis with other carriers,

That Federal and State authorities allow prompt establishment
by railroad of new rates to meet competition of other forms~of trans-
portation.

That the long and short haul provisions of the Inter-State Commerce
Commission Act be amended to place upon the rail carriers respon-
sibility for determining whether proposed rates are reasonably com-
pen utory.

‘‘The railway indusiry has largely ceased to be a monopoly,” the
report asserts, ‘‘and must retain its position as the principal trans-
portation agency of the country by adapting itself to the conditions
as they exist.

“‘Railway labor should, in its own interest, recognize these facts and
gcciept t’he necessary adjustment of wages, rules and working con-

itions.’

Following closely upon the announcement in New
York that the four major Eastern railways had
agreed to the Inter-State Commerce Commission’s
plan for consolidation into four big trunk lines, the
report said :

“Consolidation will doubtless be of assistance in
promoting financial stability of the carriers, but the
fact remains that some of the larger systems, already
advanced on their consolidation programs, have had
to have recourse to the Government for funds to meet
their obligations in the present emergency. Ade-
quate financial stabilization of railroads thus re-
quires other measures in addition to consolidation.”

Pointing out that the cost of the Inter-State Com-
merce Commission’s administration for the 46 years
of its existence to June 30 was $125,000,000, the re-
port states that in the last 10 years it has been $69,-
000,000, or an average of $7,000,000 annually, and
that State Commissions regulating public utilities
and railroads cost $6,000,000 annually from 1923 to
1930. The cost of regulatory procedure to the rail-
roads has therefore been exceedingly heavy.

“The Committee considers that the time has come
for the simplification and economy of regulation
both in the interests of efficiency and relief of bur-
den upon the taxpayers; and that authority should
be handed back to the railroads to manage their
properties except as to matters essential to agsure
fair rates or public safety.”

Asserting that the railroads eliminated 17,000
local stations from 1917 to 1930, eliminated
93,239,000 passenger-miles between 1926 and 1931,
and otherwise adapted themselves to changed con-
ditions, the report recommends that the roads be
encouraged in this process.

In addition to Mr. Dillard, the members of the
Committee which prepared the report are: C. E,
Bockus, New York City; BE. George Butler, Sa-
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vannah, Ga.; J. 8. Crutchfield, Pittsburgh; Pierpont
V. Davis, New York City; Carl P. Dennett, Boston;
Thomas H. Hanrahan, Buffalo; Dr. Emory R. John-
son, Philadelphia ; IE. B. Ober, St. Paul; W. L. Petri-
kin, Denver; H. A, Wheeler, Chicago; R. B. White,
New York City.

James Speyer, in Radio Address, Discusses Pro-
gram of Citizens’ Budget Commission for
Cutting New York City’s Budget.

Under the auspices of the Citizens’ Budget Commission,
over Station WOR, on Monday, Sept. 26, from 9:15 to
9:30 p. m., James Speyer, of Speyer & Co., spoke on the
“Commission’s Proposals to Cut the 1933 Taxes.” The
radio address is one of a series of broadcasts being given
by the Citizens’ Budget Commission in order to acquaint the
residents of New York City with the more important features
of the city’s budget, which forms the tax burden on its
citizens whether property owners or tenants. The Commis-
sion is undertaking an extensive program of constructive
work in behalf of the residents of the city toward reducing
the cost of city government. Mr, Speyer, in discussing the
Commission’s proposals, said that it (the Commission) be-
lieves that Mayor McKee, in saying $100,000,000 should be
cut from the 1933 expenditures, has not set too high an
objective, and it also believes this goal can be reached with
everybody’s co-operation. Mr. Speyer also said:

When Mr. Grimm, Chairman of the Citizens’ Budget Commission, kindly
asked me to speak to you, I hesitated a great deal, because I never yet have
spoken to an audience that I could not see and that could not see me,
which, however, I consider of some advantage; but I was anxious to help
the Citizens’ Budget Commission.

As I have to talk to you about the budget, I tried first to find out what
the word “budget” means, and I found that it comes from the French
word “la bouchette,”” which means a leather bag or valise with its con-
tents, and then you open it and see what you can do with its contents:
The British first used this word at the beginning of a fiscal year to
determine the Government’s annual expenses based on its income. Anyhow,
budget-making is a serious and difficult task. In the course of time some
governments have developed the habit of voting expenditures without
being sure of their income. Under pressure of local interests or political
expediency, this has frequently led to extravagance, and the consequence has
been that, especially in times of business setbacks, the income has proved
insufficient and deficits have been piling up.

As you know, the whole world has been passing through a time of
unusual economic depression. While this has been attributed by mmny to
the consequences of the war, the European Powers have begun to realize
the real causes, and we must leave it to them to find and adopt remedies,
as they have begun to do.

We can do little to help them; but it is more important than ever that,
even while their depression seems to be ending, we should do everything in
our power to put our own house in best working order. This applies,
naturally, to many matters that have to be settled in Washington; but
every city can do its share towards balancing its budget and towards
hastening the return of our normal prosperity, which means .employment
for the greatest number at fair salaries and wages.

You all know that high direct taxes, while they may become necessary,
never can increase employment—but on the contrary, they may cause more
unemployment.

The City of New York finds itself in a position where its revenues are
not equal to its expenditures, a condition which affects not only the direct
taxpayer but every New Yorker. To meet its expenditures, the City of
New York has practically exhausted all its sources of revenue obtainable
by taxation. Real estate taxation is, of course, the major source of income.
You all realize that while the tax on real estate, in the first place hits
the property owner, he, naturally, tries to recoup as much as possible of
the tax which he has to pay by charging higher rentals to his tenants.
Therefore, whether you rent an expensive apartment on Park Avenue or a
modest flat on a side street, you do pay your part of this real estate tax
in your rent; you also do your part when paying for everything you buy
from your grocer, your butcher, for the dresses you buy, &c., because each
tradesman tries to collect in this way part of the higher taxes or rentals
he pays, due to real estate taxation.

Therefore, the city’s plight is demanding the attention of all its citizens,
and the Oitizens’ Budget OCommission has been formed, not simply to
criticize or abuse those in office ; but for the purpose of working in harmony
with the city authorities. and with the help of experts, making concrete
suggestions how things can he improved. The situation to-day is briefly
this: The aennual expenditures for maintenance and operation of our
city and county governments total more than $700,000,000. New York
is one of the largest corporations in the world. In the United States only
the Federal Government is bigger. .

The city’s deht has increased and is now in excess of $2,000,000,000, and
its credit standing is now lower than that of a number of other American
cities, such as Boston, Milwankee, Pittsburgh, St. Paul, Baltimore, Louis-
ville and others. In order to restore the city’s financial ecredit to its
historic high standard, Mayor McKee, realizing that revenues cannot be
Increased through taxation, proposes that expenditures for the year 1033
be reduced by $75,000,000 to $100,000,000. He knows what he is talking
about. Tt has to be done, and the important question is how shall it be
done, without impairing in any way the city’s essential services and without
inflicting hardships on the city’s 148,000 employees.

The Citizens’ Budget Commission suggests two ways in which major
reductions in New York’s expenditures can be made:

First, permanent improvements, like the building of the subway, should
be financed with long-term securities. Every experienced financier will
agree that permanent improvements should, as has been the custom every-
where, be financed by the sale of long-term bonds, with the proper sinking
fund, so that these large capital expenditures should not become an undue
charge of this generation in the budget for any particular year, especially
in the beginning before they have shown their earning capacity. - Therefore,
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the existing short-time bonds should be replaced at the earliest opportunity
by long-term issues. This, with other changes in the. financing of the
city’s independent subway system, would make it possible to eliminate from
the 1933 budget the sum of $50,000,000. The Citizens’ Budget Commission
has submitted this change to Mayor McKee, who, it believes, will favor it
in due course.

The second way to reduce expenditures, which the Mayor has suggested,
is a temporary reduction in salaries and wages of city employees during
the present emergency, with the distinet understanding that their Civil
Service standing and their pension privileges are not to be affected
thereby. It is well known that many of our fellow citizens who worked
in factories, shops, offices, &c., are now out of employment, and many of
those who still have their jobs have had to accept substantial reductions
in salaries and wages. The city employees have not suffered in this way.
They have, so far, in large part kept their positions and receive the same
pay as heretofore. Therefore, with the lower cost of living, it does not
seem unfair—especially as they have the benefit of eventual pensions and
their salaries are free from Federal income tax—that they should be asked to
voluntarily agree to some temporary reduction. The men and women
employed in the Department of Education, the Fire and Police Depart-
ments, &c., have the respect of all of us for the faithful performance of
their duties, and I feel that we can safely leave it to them to do the
right thing for their city in a crisis like the present one. The temporary
reduction suggested in salaries by the Mayor amounts to about $30,000,000,
and, with the $50,000,000 to be saved as I previously pointed out, would
mean a total reduction in the city’s expenditures of approximately
$80,000,000 for the coming year.

In addition to the foregoing means of reduction, expenditures can be
cut in many other directions, and is now being done, in the use and
cost of lighting, fuel, city printing, telephone service, &e. Such savings
will possibly aggregate an additional $10,000,000.

As I had to speak to you about the budget, this talk has dealt largely
with financial matters. But there is something else, and more important,
perhaps, that each of us can do in times like these and thereafter. In
order to prevent, or to be prepared for similar emergencies in the future,
it is the duty, and it ought to be the pleasure of every New Yorker, to
take a personal interest in the affairs of his city. The citizens of New
York have always taken the lead and set an example to the world, in war
and in peace, by helping each other and others, when necessary, in the true
American spirit, and I, therefore, like to close with the words of Abraham
Lincoln, who said:

“I like to see a man proud of the place in which he lives.
I like to see a man live so, that his place will be proud of him.”

Every New Yorker wants to see his city well and wisely governed for
the greatest good of the greatest number, and enjoying the best credit in
every way. We always want to feel proud of this great city in which we
live; but every man, woman and child should also want to try to live so
that New York will be proud of everyone who lives here.

F. R. Dick Sees System of Railroad Regulation
Broken Down—Finds Rail Revenues Con-
fiscated—Declares Inter-State Commerce
Commission Nullified Transportation Act.

Before the Savings Banks Association of the State of
New York, in annual convention at Rye, N. Y. on Sept. 23,
F. R. Dick, of the investment firm of Roosevelt & Son of
New York, discussed “The Investment Status of Refunding
and Overlying Railroad Bonds.”” In the course of his
remarks Mr. Dick stated that “if railroad eredit is to be
restored clearly net earnings must be increased, but this
increase in earnings must also be accompanied by protective
measures and safeguards as to stability which can, in fact,
be relied upon.” Mr. Dick went on to say:

The determination of measures adequate to safeguard railroad credit
8o that refunding bonds will possess sufficient safety and stability to qualify
them for inv ent by tr and institutions is an extremely difficuls
problem. Traffic in this depression has shown a volatility exceeding any-
thing on record in the past. The drastic nature of the present collapse is
due not only to the inadequate margin of safety in the past but also to this
unprecedented collapse in traffic. One point, however, seems clearly
proved and that is, that reliance cannot be placed on a promise of rate
advances to be applied in a future emergency. The practicability of such
measures is not only very doubtful, but it is quite evident that a body such
as the Inter-State Commerce Commission cannot be relied upon to.have
the independence and courage to apply such rates against political and
industrial pressure. As a practical matter, under the present law, the
courts have not protected carrier revenues against confiscation. Future
stability must be provided by measures taken in advance. Margins of
safety must be increased and liquid surplus piled up to take the place of
promises. Would the Transportation Act if properly enforced furnish this
stability? One cannot tell, as in important provisions it has not been
enforced. The four most important aspects of the Transportation Act
are in my opinion the valuation of the carriers. the fixing of a fair rate of
return, the mandate of adjusting rates and charges to permit this return
to be earned, and the accumulation of a liguid surplus in a contingency
fund. These four provisions have largely been nullified. The Supreme
Court held that the Inter-State Commerce Commission valuations were
inadequate. In regard to a fair return the percentage set by the Inter-State
Commerce Commission was clearly far below that necessary in a hazardous
Industry. (As to this point, I am stating my own opinion.) With respect
to initiating rates to earn this fair return, the Commission’s own figures
show that even on their own low standards of value the prescribed return
Wwas not earned in a single year. As a consequence of these three failures
In enforcement of the Act, no reserve fund has been accumulated.

It would seem pertinent to ask that if the Act had been enforced and not
nullified, would railroad credit have been maintained? 1 will not delay
to discuss certain provisions of the Act that seem faulty, such as the figuring
of the excess earnings for separate years without carryover, and the lack
of provisions to safeguard the contingency fund in liquid and available
form; but even confining myself to the general principles of the Act, this
question is left in considerable doubt on account of the uncertainty as to
the legal value of the roads, and uncertainty as to the point of diminishing
returns on rate advances. If the enforcement of the Act had restored the
safe margin above expenses existing in 1902 the result would have been
unquestionably satisfactory. If the entire burden of restoring the 1902
margin had been placed on freight rates for the years 1925-1929 it would
have called for an increase of 17% in the carriers’ revenues per ton-mile,
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‘Whether freight traffic could have supported this increase and still moved,
or whether the restoration of a margin as safe as this must have awaited
further savings in operation, cannot be answered now, but if obtained in
full, this safe margin of net railway operating income would have amounted
to about 2 billion dollars a year, an increase of about 800 million over
actual and about 9% on railraod book values. Exact computation is not
possible, but a contingent fund of over one billion dollars might have been
accumulated. In spite of this uncertainty as to the actual results of an
enforcement of the Act in letter and spirit it does not seem unduly opti-
mistic to say that the credit collapse would have been less severe and less
general and that it would have been confined to weak roads or to roads
which had violated conservative principles of management.

Whatever the truth as to what would have been accomplished in the way
of preserving railroad credit by an enforcement of the Act in a different
spirit, it is obvious that our present system has broken down. I do not
believe that the blame for this failure can reasonably be wholly laid upon
the personnel of the Commission. Railroad regulation is an extremely
complex matter heavily involved with political forces and sectional pres-
sures of all kinds. Legislation has burdened the Commission with con-
flicting responsibilities; tradition has emphasized the exercise of its police
powers rather than the discharge of its guardianship responsibilities. The
members of the Commission are appointed for limited term and are loaded
with burdensome detail. In a democracy, too much cannot be expected
of a regulatory Commission unless its problems are rendered simple and
its responsibilities and powers clearly defined.

Broadly speaking, I believe it is in the failure to acknowledge respon=
sibility and to recognize limitations of power, that our system of regu~
lation has broken down. A separation of the administrative functions of
the Commission from those of guardianship, with a separate personnel,
would undoubtedly be a step in the right direction, but would not in itself
be a complete solution unless definite limitations are placed upon the powers
of the Commission for, unlike the public utility industry, the railroad
industry has been unable, as a practical matter, to protect itself from con-
fiscation in the Courts. The compelling necessity for protection against
confiscation is borne out by the entire history of regulation and is illustrated
in the past decade by the repeated distributions of railroad money to the
politically powerful agricultural interests in the West and to others. At
no time in this period were earnings in the Western District equal to a fair
return, and not even in regions in the District where earnings over long
periods were as low as 3% and were accompanied by major receiverships,
was there a check to this abuse of power. It is quite evident that power to
distribute favors and rate reductions regardless of the earnings of the
industry cannot be controlled under our present system of regulation, and
that if regulation is to succeed, a change must be made so that protection
against confiscation in the railraod industry can in fact be made effective.

Railroad regulation is extremely complicated, and I will not discuss
details as to a system of regulation of rates that will prove non-confiscatory
and yet fulfill the original purposes of the Act; namely, prevent discrimi-
nation and unfair profits; but I believe a system to accomplish this purpose
can be devised. Under such a system not only will the investor be safe-
guarded and railraod credit established on a firm basis, but our whole
economic structure will be strengthened by the prompt passing on to the
public of unsound and uneconomic burdens placed upon the industry,
Phis will be true whether these burdens be burdens of taxation, excessive
labor costs, or subsidies to politically powerful shippers. The effective
remedy forwasteful Governmental expense lies in the prompt reflection of
these expenses in increased taxes. The effective remedy for wasteful Gov-
ernmental policies in regard to the railroads lies in a prompt reflection in
freight rates.

Can changes in the law and in its enforcement necessary to accomplish
this result be brought about? I do not know. The blackest side of the
picture is that at the present time it is not even a subject of discussion. It
would seem that the spectre of Government ownership which I see clearly
before me now, will have to become more menacing and more plainly
visible to the country as a whole in order to force serious consideration of
this question. It {s obvious that such measures as are necessary will seem
excessively liberal to the railroads, and excessively severe on the shippers
unless the alternative is seen to be even more costly and unpleasant. In
regard to railroad service under Government ownership, our shippers are
well aware of what it means to them, but as yet our taxpayers are unaware
of what Government ownership may mean to them. What the cost to the
eountry would be it is hard to say, but I know what the Canadian National
Railways cost Canada last year. The Government has to foot a deficit
of $84,000,000. Whether in this country we would do better or worse
than this, I do not know, but if we apply the cost to Canada to this country
in relation to the gross earnings of our system, we can figure out a corre-
sponding loss to the American taxpayers of about two billion dollars. But
whatever the actual cost of Government ownership to this country would be,
it would certainly make our present serious problems of taxation and
economy doubly difficult.

‘We are now at a fork in the road; on the one side is the road leading to
Government ownership with all its attendant dangers, and on the other
side is theroad leading to a restoration of credit and a continuance of private
ownership. We are drifting unaware down the road towards Government
ownership, and unless an effort is made to reverse our steps it may be too
Jate. I feel that the savings banks can take a most constructive step by
taking a position as to future investment of their fiduciary funds in railroad
securities. '

The present law defining legal investments has broken down, for under
it many securities qualified that have proved highly speculative, and it
may be that a proper standard to protect fiduciary funds may be a standard
which at the yresent time few railroad bonds can measure up to. If this
proves t» be the case, it is just too bad, for it would seem undebatable
that if, to support the railraod industry the savings banks must buy specu-
Jative securities, then in that case they cannot support the industry. It
will not be easy to set up a yardstick such as I am describing, but I believe
that it can be done. Much study will be required to determine and define
all the necessary qualifications, but I believe that the paramount qualifi-
eation is that which I have emphasized—increased stability through pro-
tection against confiscation. The other important problems confronting
the industry are not insuperable and through consolidation on a broad
scale they can be greatly simplified. With a limitation in competition
for traffic, rate problems will become more simple. Economies in operation
will widen the margin of profit, and this can be further increased by sound
Governmental policies in regard to taxation, competion and burdensome
gestrictions so as to permit substantial decreases in rates. But without
protection against confiscation, the solution of these problems will not in
themselves protect your bonds. Of this our experience since 1920 should
be ample warning. Improvements in efficiency and reductions in unit
costs have exceeded all expectations, but beginning in 1 22, in “Reduced
Rates,” these gains have largely been passed on to the shippers and now,
in 1932, we are worse off than we were in 1920. In the next 10 years I
am extremely confident that the railroads can solve their problems of re-
ducing costs with the same success as in the past 10 years, but even ad-
mitting this high degree of success, railroad bonds should not qualify fog
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trustee’tlnvestments unless the resulting earnings are effectively protected
« gainstyconfiscation.

At the outset of his address Mr. Dick had the following

to say:

The title of may address is ““The Investment Status of Refunding and
Overlying Railraod Bonds.” I use the term investment status in ac-
cordance with the standards of savings banks and trustees to whom safety
of principal, stability of market and continuity of income are paramount.
From this viewpoint I can in but a few words describe their investment
status by saying that it is non-existent. Measuring this loss of status by
decline in price, it is necessary to go to such dangerous investments as the
bonds of the bankrupt German Republic in order to get a comparison. A
year ago, last June, when I first testified in the 15% Rate Case, my figures
showed a decline in price of about 17 points in this class of railroad bonds
and the same number of points decline in the German Government issues.
Since that time, the race downward has continued neck-and-neck, my last
check-up in May of this year showing a decline of 63 points in the German
bonds and 59 points in the rails. During this period such railroad bonds
have defaulted while still on the legal list, and legal bonds not yet in default
have sold as low as eight cents on the dollar.

It is true that we are now in the midst of one of the worst depressions in
histroy. During these panic days, it has been customary and to some
degree proper, to speak lightly of our troubles and to prophecy the future
in glowing terms. Everything must be done to stem the torrent of intense
liquidation which in may ways has accentuated our difficulties. But in
spite of the necessity of looking toward the future with hope and courage,
we cannot construct the foundations for a return of prosperity by hiding our
heads in the sand and pretending that thinzs are not so bad and that
everyting will come out all right automatically. Grave sickness in such
vital quarters as our railroad industry must be correctly diagnosed in order
to apply proper remedies. It is on this account that I am speaking to you
openly and frankly here to-day.

In discussing the railroad problem in detail, I wish to divide it into two
divisions, one of which I might call the economic side and the other the
governmental side. On the economic side I refer to the economic factors
affecting the railroad industry aside from the governmental factors such
as regulation, taxation and the government-subsidized truck competition
and waterways. Unfortunately it is not possible clearly to separate these
divisions as no statistics are available to measure accurately the loss of

traffic to new forms of competition, much less to separate the traffic lost
through sound economic laws governing costs and character of service, from
the traffic lost through uneconomical governmental competition in tax-
supported waterways and highways. Without this detailed analysis, we
cannot determine the full economic strength of the railway industry, or
measure its maximum ability to carry its present load of debt and thus
protect the refunding bonds now under discussion. But in spite of this
difficulty, some measurement of the economic strength of the railroads
must be made if we are to place a value on these bonds and answer the
statements coming from many quarters that in fact this debt cannot be
supported and therefore must be scaled.

It seemed to me that if I went back to a period of high railroad credit
and ascertained how many traffic units were available to support a dollar
of fixed charges, and then compared this figure with the present-day
figure, I might get some light on this question. The period of high credit I
chose is 1902 and as an indication of the prosperity of the carriers at that
time, I will read off the selling prices of some of our well-known railroad

stocks:

Great. Northern
New York Central
New York New Haven & Hartford

These prices indicate unquestionably a very satisfactory state of credit.
As a matter of fact, at that time, rails were the premier investment of the
country. Comparing this period with 1931, I get the surprising result
that there was in 1931 just as much traffic available to support interest
charges as in the prior period of high credit. But 1931 is admittedly a
subnormal year and if we transfer this comparison back to 1925-1929, I
find 50% more traffic to support charges than in 1902. I will not take time
to give you actual figures, but I will say that as traffic units I have taken
both freight ton-miles and passenger-miles, multiplying the latter by three
—generally accepted standard.

This evidence as to interest charges based on traffic is supported by evi-
dence based on gross revenues. Here the superiority in 1931 as compared
with 1902, is 37%. So much for the economic side of the railroad picture,
The evidence here does not show a lack of economic strength. Railroad
net earnings have not been sufficient to maintain credit, because in the
last analysis net earnings do not depend solely upon traffic or gross earnings,
but upon a proper adjustment between revenues and expenses. It is in
this respect that the weakness in the railraod industry lies. Correction of
this maladjustment can be brought about by a widening of the margin,
either by increasing the charges for service, or reducing the expenses, or a
combination of the two, but it is in these matters, the control of charges
for service and the control of expenses, that the railroads to a large extent
are helpless. Here we enter the Governmental side of the problem for in
regard to the charges for service, or rates, the final power and hence the
major responsibility lies with the Inter-State Commerce Commission, In
regard to expenses, likewise, the managements are not free. Taxes are a
case in point; likewise the adjustments of wages, working hours and con-
ditions, &c. These matters of expense are subject, either legally or as a
practical matter, to laws such as the Adamson Law and the Railway Labor
Act. In addition to this, the very quality and extent of the service ren-
dered is Governmentally decided, the railways being compelled in many
cases to furnish a minimum service even at a loss. It is due to these Goy-
ernmental restrictions on rates, and the Governmental restrictions on costs,
legal and practical, that the railroad managements have been handicapped
in securing a sufficient margin of profit to maintain credit. This statement
I believe, can be made without fear of effective contradiction because with
respect to costs under their control, railway managements have been widely
commended for economies effected.

It may be asked if this margin of profit was so dangerously low why in
the last 10 years did conservative institutions invest heavily in railraod
securities at low rates of interest? The answer to this is important in con-
nection with the future credit of our railroads. I do not think it was due
to a fiilure to recognize that since the passage of the Transportation Act the
profits and earning power in relation to charges of the railroad industry
had been greatly inferior to other industries such as utilities and industrials,
This was recognized even prior to the Great War and it was in order to
meet the declining credit of the carriers as compared with other industries,
that the Transportation Act was passed. In this Act, and in the Interpre-
tations of the Act by the Supreme Court, a limitation of earnings as com-
pared with unregulated industries iIs both recognized and emphasized. In
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the “Dayton-Goose Creek' Case the Supreme Court describes this limita~
tion as follows:

“By investment in a business dedicated to the public service the owner
must recognize that, as compared with investment in private business,
he cannot expect either high or speculative dividends but that his obligation
limits him to only fair or reasonable profit,’”
but in the same decision it describes the railroad as being *‘under the
fostering guardianship and control of the Commission”—in other words,
this limitation on profit was coupled with a guardianship or protection.
Subsequent to this decision the Inter-State Commerce Commission, in
its so-called **O’Fallon” Decision, commented on the limitations mentioned
in the above paragraph in the following words of assurance to investors:

“If such limitations are to be imposed, plainly stability of income and
return is a prime requisite. To say nothing of the disastrous effect upon
the business and commercial world, violent fluctuations from heights of
prosperity to depths of poverty are railroad conditions utterly inconsistent
with the necessary attraction of private capital.”

It was this realiance upon a stable return under the fostering care of the
Government that moved investors and constituted the corner stone of
railroad credit.

It would take too long to review the decisions of the Inter-State Commerce
Commission over the last decade having to do with this limitation on rail-
road earnings or the various assurances of the counter-balancing prime
requisite—stability. Inmany of the attempts of the carriers to obtaina safer
margin or to maintain the then margin, the denials of the Commission
generally implied a promise or protection later on if necessary. In the 5%
Qase in the Western District in 1925, the advance was denied because
there Was no emergency requiring it at the time. The heavy slash of grain
rates in the Western District in 1930 was coupled with the assurance that
if it appeared necessary later on, the charges would be increased. During
this period, though the railroads never earned the adequate return on their
value which seemed to have been promised in the Transportation Act,
nothing was done by the Commission to furnish protection for possible
lean years ahead. In spite of arguments for a different policy the Com-
mission made its choice at that time and committed itself, as I understand
the decisions, to extending protection to the railroads at such time when it
should become necessary.

It was the vigor of these assurances which explained the high degree of
the then existing railroad credit and the completeness of the collapse of
these assurances when the test came explains the completeness of the
credit collapse.

I have touched but briefly upon these phases of regulation over the last
10 years but I must emphasize their importance as these assurances, com-
bined with the fundamental nature of the industry explain why institutions
such as I am addressing to-day invested their funds in bonds which other-
wise were inadequately secured. These bonds were bought with no idea of
speculation. The low interest returns prove this. The prime requisite
was stability, which it was believed would be maintained in accordance
with the provisions of the Transportation Act and the repeated assurances
of the Commission as to further protective adjustments when necessary.

I do not wish to minimize the difficulty of making good these assurances
of guardianship during a crisis. Probably few of us before the depression
recognized the practical difficulties which would have to be faced. But
what has shaken confidence so greatly, however, is not so much the dif-
ficulty of furnishing protection but the Commission's apparent refusal to
admit any measure of responsibility for existing conditions and the lack of
any noteworthy attempt to find a means in difficult circumstances to carry
out its commitment. I have not forgotten the support of the carriers by
the Government through loans from the Reconstruction Finance Corpora-
tion, but even here there is an appearance of reluctance; indeed, this very
word was used in connection with an important loan, with disastrous
results in the security market. Moreover, in public statements in im-
portant quarters the support of the railroads is emphasized more in re-
lation to our banking structure than in justice to the security holders, who
are thus left in doubt as to the continuation of this support should the
banking situation improve so as no longer to require it.

This analysis of the foundations of railraod credit is of futher importance
as a guide to the steps which must be taken in order to restore confidence
and credit. Some hope that, if earnings return to pre-depression figures,
credit automatically will be restored and that such institutions as are
represented here will again buy railroad bonds. It seems obvious to me
that your institutions will not do so. An investment mistake evidently
has been made. To explain a second time a repetition of the same mis-
takes will be difficult, when the inadequacy of the assurances upon which
reliance has been placed has been so dramatically illustrated.

Course of the Bond Market.

Prices of bonds moved in a narrow range during the currept
week but with a sufficient number of issues going up frac-
tionally to send the price index for 120 corporation bonds
into new high ground for the year. This index stood ab
82.50 on Friday, as compared with 82.14 a week ago, and
80.84 two weeks ago.

United States Government obligations were literally at a
standstill for the week. Interest centers on the outlook for
new Treasury financing. Many feel that the tims is ap-
proaching for a test of the market with a long term issue,
but those usually well informed consider another short term
issue a possibility. The daily price index for 8 long term
Treasury bonds finished the week on Friday at 101.67, as
compared with 101.66 a week ago, and 101.55 two weeks ago.

Pronounced strength in high grade issues was the feature
of the railroad bond market for the week. Atchison gen.
mtge. 4s, 1995, established a new high price for the year at
9414 on Thursday; Union Pacific 1st mtge. 4s, 1947, at 9834
on Thursday; and Norfolk & Western 1st cons. mtge. 4s,
1996, at 961% on Thursday. Bonds of slightly lower in-
vestment quality were moderately strong but did not, except
in a few cases, reach earlier established high prices. Dela-
ware & Hudson 1st and ref. mtge. 4s, 1943, were an excep-
tion, selling at 8714, a new high for the year, up 13g points
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Speculative issues fluctuated rather
erratically with no definite trend apparent. Among the
weaker issues were the New York Chicago & St. Louis 6%
notes, due Oect. 1 1932, which reflected the uncertainty
regarding avoidance of receivership. These bonds sold last
week as low as 27, recovered to 40 early this week, only to
lose practically all of this gain in the latter part of the week.
Southern Railway development and general mortgage bonds
were weak, probably a reflection of the decline in earnings
and in the price of cotton. The railroad price index was
76.67 on Friday as compared with 76.46 a week ago and
74.88 two weeks ago.

The chief characteristic of the public utility bond market
during the week was the continued good demand for high
grade issues. American Telephone & Telegraph 5s, 1960,
and 1965, Bell Telephone of Pennsylvania 5s, 1948 and 1960,
Consolidated Gas of N. Y. 5s, 1957, Public Service, Electric
& Gas 4s, 1971, all touched their best fizures for the year,
which feat was duplicated by many others of the same high
quality. Movements were generally orderly among the
more active bonds, but demand was steady and consistent.
This upward wave has again given rise to rumors concerning
necessary utility financing, and it is almost certain that sev-
eral new and largs flotations will soon be forthcoming.
Second grade and speculative bonds were quite active but
did not get very far in either direetion. International Tele-
phone & Telegraph 414s, 1952, dropped 3 points on Monday,
but regained a portion of this loss the following day, which
behavior was typical of many bonds of this grade. Moody’s
computed public utility price index on Friday was 87.43 as
compared with 86.77 a week ago, and 85.61 two weeks ago.

The industrial szetion of the bond market remains highly
irregular, with no definite trend in either direction. A fair
degree of steadiness continues to prevail in the market for
bonds of the heavy industries, such as steel, railroad equip-
ment, cement and building. A number of important
maturities oceur in 1933 of companies about which some
question arises as to the method of financing bonds when
due. The policy of Pressed Steel Car in taking care of its
5s of Jan. 1 1933, appears the only way out for a number of
organizations. The Pressed Steel Car method of financing
is the offering of 25% in cash and the balance in 1943 5%
debentures. Oil bonds were soft with weakness displayed
in tha Shell Union, Phillips and Skelly issues. United Drug
58 broke sharply on the report by the management of
Louis K. Liggett (a subsidiary of United Drug) that its rents
will have to be lowered if financial difficulties and reorganiza~-
tion are to be averted. Rubber bonds were not greatly
changed and for the most part they held not far from their
highs for the year. The Hood bonds, however, displayed
considerable weakness. The price index for 40 industrial
bonds was 83.85 at the end of the week, as compared with
83.72 a week ago, and 82.50 two weeks ago.

The foreign bond market evidenced a strong tone through-
out this week, particularly noticeable in Australian issues
which reached new highs on the move. German govern-
mental, municipal and corporate issues also advanced, while
a similar tendency was shown in Finnish bonds, particularly
in the 614s. Tho Argentine bonds, after the previous week’s
spectacular advance, lost some of the ground gained last
week. Little change took place in Polish, Japanese, Brazil-
ian and Uruguan bond quotations, while an irregular tend-
ency was perceptible in Chilean and Colombian issues. Bids
for Czechoslovakian obligations receded somewhat, notably
for the City of Prague 7%4s. Italians were up, as were
Norwegian and Danish loans. Moody’s bond yield average
for 40 foreign bonds finished the week at 10.13 9%, as compared
with 10.13% a week ago, and 10.489, two weeks ago.

The feature of the municipal bond market during the wesk
was the increased number of new bond offerings. The
general market was strong, particularly among the prime
issues. The reports of the Reconstruction Finance Corpora-
tion just released for publication show an increasing number
of large cities obtaining assistance in relief work.

This week, besides the regular tables of Moody’s computed
bond prices and bond yield averages, a complete list of bonds
used in computing these indexes is shown below. This list
is published each quarter.

from a week ago.
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& S Alﬂa 1995
tch., Top. & S. Fe gen. 4s, 5
éh(‘s. & Ohio 444s, 1992

Chi., Bur. & Quin. 4s, 1058
Chi. Union Sta. 414s, 1963

New York Cent. 314s, 1997
Norfolk & Western 4s, 1996
Ore.~Wash. Rl%;‘& Nav. 4s, 1961
Penna. 4 44s, 55

S0 Pacad. . Torm. 4s, 1950
Union Pacific 4s, 2008

A
B. & 0.—8. W. Div. 5s, 1950
Chi., Mil. & St. P. 4s, 1989
Chi. & N. Western 4s, 1987
Chi. & West. Ind. 514s, 1962
C., ., C. & St. Louis 4s, 1993
Erie p. 1. 4s, 1996
Louisville & Nash. 414s, 2003
Penna. 414s, 1970
Reading “'A,"” 414s, 1997
Southern Pac. 4s, 1955

Financial Chronicle

BONDS USED IN MOODY'S BOND PRICES AND BOND YIELD AVERAGES
RAILROADS.

Aa
Atlantic C. L. 4s, 1952
Balto. & Ohio 4s, 1948
Ches. & Ohio 4148, 1993
Chi., R. I. & Pac. 4s, 1988
Chi. & West. Ind. 48, 19052
Kansas City So. 3s, 1950
Northern Pac. 3s, 2047
Southern Pac, O. L. 414s, 1977
Southern Rwy. 5s, 1994
Virginian Ry. 5s, 1962

I Baa
Atlantic C. L., L & N 4s, 1952
Boston & Maine 58, 1067
Chesapeake Corp. 5s, 1947
Erie gen. 4s, 1996

Great Northern 414s, 1976

| Lehigh Valley 4s, 2003

| Missouri-Kas -Tex. 5s, 1962
| Northern Pacific 414s, 2047
ISoutheru Pacific 414s, 1981
Western Maryland 4s, 1952

PUBLIC UTILITIES.

Aaa
Bell Tel. of Pa. 5s, 1960
Cincinnati Gas & El. 4s, 1968
Consumers Power 41¢s, 1958.
Con. Gas. E. L. & P., Balto. 4s, 1981
Duquesne Lt. 4148, 1967
New Eng. Tel. & Tel. 414s, 1961
N. Y. Gas, El. Lt. & Pwr. 4s, 1949
Phila. Elec. 4s, 1971
Pub. Serv. El. & Gas 4s, 1971
‘West Penn Power 4s, 1961

A
Appalachian El. Pwr. 58, 1956
Georgia Pwr. 5s, 1967
Houston Lt. & Pwr. 4148, 1981
Ind'apolis Pwr. & Lt. 5s, 1957
Jersey Central Pwr. 414s, 1961
Louisiana Pwr. & Lt. 5s, 1957
Minneapolis Gas Lt. 414s, 1950
Ohio Edison 5s, 1960
Tennessee El. Pwr. 5s, 1956
Texas Pwr. & Lt. 5s, 1956

Aa
Amer. Tel. & Tel 5s, 1965
Columbus Ry. Pwr. & Lt. 414s, 1957
Con. Gas of N. Y. 414s, 1951
Louisville Gas & El. 5s, 1952
Niagara Lockpt. & Ont. 5s, 1955
Northern States Pwr. 414s, 1961
Ohio Power 4148, 1956
Pacific Gas & El. 414s, 1957
Penna. Water & Pwr. 414s, 1968
| 8o0. Calif. Edison 5s, 1951

Baa
Carolina Pwr. & Lt. 5s, 1956
Central I1l. Pub. Serv. 414s, 1981
Central Pwr. & Lt. 5s, 1956
Florida Pwr. & Lt. 5s, 1954
Interstate Pwr. 5s, 1957
Iowa-Neb. Lt. & Pwr. **B" 5s, 1961
Mississippi Pwr. 5s, 1955
Nev. Cal. Elec. 5s,

56
New Orleans Pub. Serv. 5s, 1955
Puget Sound Pwr. & Lt. 4%4s, 1950

Oct. 1 1932

INDUSTRIALS,

' Aaa
American Radiator 414s, 1047
General Electric 3 s, 1942
General Petroleum 5s, 1940
Illinois Steel 4 14s, 1940

Liggett & Myers 5s, 1951
Procter & Gamble 4 14s, 1047
Standard Oil of N. J. 58, 1946
Standard Oil of N. Y. 44s, 1951
Tenn. Coal, Iron RR. 58, 1951
Union Gulf Corp. 5s, 1950 .

A

Amer, Smelt. & Ref. 5s, 1947
Aluminum Co. of Am. 5s, 1952
Cudahy Packing 5s, 1946
Inland Steel 4 158, 1978
Lorillard (P.) Co. 7s, 1944

- National Dairy Prod. 514s, 1948
Sinclair Pipe Line 5s, 1942
Sun Oil 5%s, 1939
Texas Corp. 5s, 1944
Tobacco Products 614s, 2022

FORE

Aa
Antwerp 5s, 1958
Belgium 6 48, 12949

Aa
Atlantic Refining 5s
Baldwin Locomoti
Gulf Oil of Pa. 5s, 1
Humble Oil & Ref. 5s, 1937
Jones & Laughlin Steel 5s,
Kresge (S. 8.) Co. 5s, 1945
Lehigh Coal & Nav, “A" 4148, 1954
Sauda Falls 58, 1955
Sinclair Cr. Oil Pure. 514s, 1938
Swift & Co. 5s, 1944

Baa
Abraham & Straus 514s, 1043
Dodge Bros. 6s, 1940
Goodyear Tire & Rub. 5s, 1957
Lorillard (P.) Co. 5s, 1951
National Steel 5s, 1956
Pillsbury Flour Mills 6s, 1943
Purity Bakeries 58, 1948
St. Joseph Lead 518, 1941
Sinclair Oil “B," 64s, 1938
Wilson & Co. 6s, 1941

IGNS.

A
Akershus 58, 1963
Argentine 6s, 1957
Austria 7s, 1943

Canada 5s, 195!
Copenhagen 44s, 1953
Denmark 4 14s 1962 |
France 7 }4s, 1941
Norway 5s, 1963
Rotterdam 6s, 1964
Soissons 6s, 1936
Sweden 514s, 1954
Baa
Australia 5s, 1957
Buenos Aires g)iby) 63¢s, 1955
" 19.1 3

Poland 7s,
Rome 648, 1952
Tokyo 538, 1961

| Framerican Ind. Dev.
| Oslo 6s, 1955

Batavian Petrol. 414s, 1942

Danish Cons. Munic. 5148, 1955

Dutch East Indies 6s, 1962
7%s, 1942

Oslo Gas & Elec. 5s, 1963
Panama 548, 1953

Berlin 6s, 1958

Buenos Aires (Prov.) 6s, 1961
Cologne 61s, 1950
Colombia 6s, (Oct.), 1961
Poland 6s, 1940

Prussia 6s, 1952

Rubr Gas 64s, 1953
Rumania 7s, 1959

Serbs, Croats & Slov. 7s, 1962
Un., El. Serv. (Italy) 7s, 1956

MOODY'S BOND PRICES.*
(Based on Average Ylelds.)

MOODY'S BOND YIELD AVERAGES.
(Based on Individual Closing Prices.)

120 Domestics by Ratings.

120 Domestics
by Groups.

Aaa,

P, U.

120 Domestics by Ratings.

120 Domestics
by Groups.

Averages.|

P. U, | Indus.

102.30
102.30
102.14
101.81
101.81
101.64
101.47
101.14
100.98
100.65
100.33

Low 1931
Year Ago—
Sept. 20 1931....
2 Years Ago—
Sept. 27 1930...-

87.43

63.74
74.36
94.73

59.87
74.77
97.16

72.65
99.52
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* Note.—These prices are computed from average yields on the basls of one “Ideal” bond (43{ % coupon, maturing in 31 years) and do not purport to show elther the
average level or the average movement of actual price quotations. They merely serve to illustrate In a more comprehensive way the relative levels and the relative moye-
ment of yleld averages, the latter being the truer picture of the bond market,
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Indications of Business Activity

THE STATE OF TRADE—COMMERCIAL EPITOME.
Friday Night, Sept. 30 1932.

Seasonable weather is still having a stimulating effect on
trade in different parts of the country, though it is true that
in many lines sales are below those of a year ago. The gen-
eral trend, however, is now upward whereas at this time
in 1930 and 1931, it was downward. Depression has not
been dispelled, but for all that there appears to be a slow but
steady progress towards a better state of things. In the
retail trade clothing is most active especially in department
stores, owing to the cool or actually cold weather. Men’s
clothing which has been dull so long has at last become more
active; in fact in some parts of the country the sales are the
largest of any time this year. There is a fair trade in dry
goods and house furnishings and low prices are not quite so
often insisted upon. Still the low buying power of the
people is much in evidence. ‘‘Special sales’’ are everywhere
being held to give stimulus to trade and inferentially prices
are made as attractive as possible. Wholesalers and jobbers
in dresses, suits and other clothing are having a fair trade in
small orders. Nobody is disposed to take chances. Retailers
it is noticed are still disinelined to fill their shelves with large
stocks. In light manufacturing lines textiles and shoes still
make a good showing. There are frequent reports of cotton
and other textile mills going on full time after curtailing or
being closed. Some shoe factories also send favorable re-
ports. St. Louis for instance reports the largest production
of shoes in a year and a half and some speciality lines are
operating on full time for the coming holidays. Meanwhile
iron and steel continue in the doldrums though there is some
slight increase in the output of steel. Last week’s car loadings
were the largest of the year and an increase is predicted for
the present week. Detroit is bringing out new models on a
conservative scale but retail trade in motor ears is not at all
brisk. The weather has been better in the cotton belt for
the prolonged rains have died down but rain is needed by
winter wheat belt for ploughing and seeding. The corn erop
is practically made.

Cotton has declined under better weather, larger liquida-
tion and hedge selling. Wheat declined under the weight of
general liquidation in sympathy with stocks and cotton.
Corn has sold at the lowest prices in 35 years with country
offerings large and hedge selling a telling factor against the
price. Corn is the cheapest fuel the farmer has, now.
Oats have followed other grains, down, though none too
readily. Rye has declined in sympathy with the lower
prices for wheat. Provisions have declined in response to
to the drop in grain, cotton, wheat and stocks. Coffee
plunged downward some 200 points for December on the
report that the revolutionists in Brazil have asked for an
armistice. That would mean a big increase in the ship-
ments of coffee from the reopened port of Santos and a drop
in the spot market at New York.

Sugar advanced as it became clear that the release of
700,000 bags of Cuban sugar would be deferred to July 31
and that there will be a sharp cut in the next Cuban crop
possibly of 2,000,000 tons. Rubber has declined and so
has hides. As to the stock market, on the 24th stocks
were higher, with transactions up to 1,336,000 shares for
the half-day, with railroad shares leading the advance.
The transactions were far larger than on the previous
Saturday. Railroad shares were helped by the agreement
reached on the Eastern trunk line consolidation. Railroad

bonds were even stronger than railroad shares, especially
for Baltimore & Ohio, New York Central and Chesapeake &

Ohio issues. Utilities and U. S. Government bonds also
advanced. The total bond sales were $6,772,000. Finan-
cial markets in general are the strongest seen at this time of
the year since 1928 and are in striking contrast to the drastioc
decline and hurried liquidation in the last half of September
1929, 1930 and 1931. Trade reports were encouraging in
some respects.

On the 26th the stock market started well enough but soon
snapped under liquidation and other selling. The trading
was in about 2,100,000 shares. Domestic bonds closed
lower and United States Government and foreign issues
irregular, with sales of $10,115,000. The net decline in
stocks of the sort that everybody watches was 1 to 4 points.
For lack of anything in the news to account for the decline
Wall Street put it down to a weakened technical position.

It was not due to politics. Wall Street’s attitude on that
score is noticeably calmer. Declines were most noticeable
in Western Union, United States Steel, American Telephone,
Allied Chemical, American Smelting, Bethlehem Steel,
Auburn, Brooklyn Union Gas, J. I. Case, du Pont, Con-
solidated Gas, General Motors and Eastman.

Stocks on the 27th inst. advanced on trading in only
1,400,000 shares closing irregular in an uneventful day.
Domestic bonds ended irregular, but it was noticed that
railroad bonds were generally higher as the movement
progresses looking to the betterment of the railroad industry.
Stocks showed no disposition to advance materially nor did
they have any downward tendency. It was a waiting
attitude. Traders acted on the old maxim ‘““when in doubt
do nothing.”

Although stocks were decidedly quiet on the 28th they
were firm and not a few shares advanced 2 to 3 points with
transactions just short of 1,400,000 shares. The rank and
file of traders were simply watching and waiting for further
developments. U. S. Government and domestic corporation
bonds were generally lower while foreign bonds were higher.
The total bond trading was only $8,966,000. Commodity
markets were colorless and the day was generally uneventful.

On the 29th inst. stocks declined 1 to 34 points with
cautious trading and the small volume of 1,340,000 shares.
Wheat fell 1 cent a bushel, cotton 45 points and coffee 200
points. There were also declines in other commodities.
Some few issues went against the trend and closed a little
higher. In any case the decline in stocks was not com-
mensurate with the drop in commodities. In London stocks
were lower but the selling here was not at all aggressive.
To-day stocks in a dull session kept within a narrow range,
and ended only fractionally lower on pivotal shares. Trad-
ing was in only 1,159,060 shares. Foreign bonds were in
good demand and higher. Treasury issues were easier.

At Brunswick, Me., the Cabot Mills will go on a full-
time schedule with day and night shifts to take care of the
influx of orders. The prospects look good for full-*ime
operation of the mills for an indefinite_y riod. The mills
have been operated at 90% capacity. At Hendersonville,
N. C., the Chipman-Burrowes hosiery mill at East Flat
Rock and the Grey hosiery mill at Hendersonville have
increased production and the number of workers within the
past 60 days to meet increased demand. At Balfour, N. C.,
the Balfour Mills, Inec., continue to operate at full time with
a payroll of 1,200 workers. At Taylorsville, N. C., the
Carolina Spinning Co., idle since last March, has resumed
part time and is expected to be operating at capacity within
a short time. At Spartanburg, S. C., the Newberry Cotton
Mills of Newberry have resumed a five-day-week, after
operating for some time on a three-day-week, and have also
given operatives a 10% increase in pay. Approximately
1,200 workers are affected. At Fall River, increased activity
in both local cloth and cotton markets has developed since
the advance of the cotton and stock markets. Good business
has resulted, although the cloth business did not reach the
volume it might have reached had nearby goods been avail-
able. The demand has brought about preparations to start
additional looms. The business in both plain and fancy
marquisettes is one of the features. A fair volume of business
has been done in broadeloths and sateens. There has also
been good inquiry for numerous constructions in piain goods,
although not much business resulted through lack of stocks.

Chester, S. C., wired that the plant at Lando is operating
on a b55-hour-a-week schedule, daytime only, manufac-
turing blankets, white nap goods and flannels. The mill
at Monroe is on the same schedule, manufacturing bed-
spreads. Both mills have sufficient orders to run on full-
time schedule until the first of the year.

At Graniteville, S. C., the Graniteville Manufacturing
Co., operating plants there, at Warren, S. C., and Vaucluse,
S. C., have resumed full time, giving employment to 1,300
operatives. At Thomasville, N. C., 100 operatives are
scheduled to return to work at once at the Amazon Cotton
Mill, Cannon Mills subsidiary. The mill will discontinue
the policy of deducting from operatives’ pay, money spent
at the company’s stores, and in future the only deductions
will be for lights, house rent and similar charges. At
Lawrence, Mass., preliminary operations which will even-
tually lead to the re-opening of the Washington Mills, next
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to the largest American Woolen Co. unit in Greater Lawrence,
Wlll commence. ~ The mill has_bgep _ilosed smcgr t}_le_]ate
sprmg The_g'réﬁeral lmprovement in_the textxle industry
is ‘believed _to be back of the decision of American Woolen
Co offlcla.ls't(') resume opera.tlons.

“At Lexington, N. C., Nokomis mills will reopen next
Monday. Two hundred to 250 workers will be recalled,
after nearly five months’ idleness. At Anderson, S. C.,
SIX mills whxch_ are oporatmg 105 hours w eekly with day run
of 55 hours and night shifts of 50 hours include e Gluck Orr,
Toxaway of Anderson, Chiquola of Honea Path, S. C., and
the Pendleton Mfg. Co. of La France, S. C. Wilmington,
N. C., wired that the Spofford Mills, Inc., is operating 504
looms on broadcloth. Much new equipment has been
installed. Day and night shifts are in order. All 75 cards
are being operated. At Ellenboro, N. C., after a period of
idleness, the Ellenboro Mfg. Co. has resumed operations on
a part-time basis.

At Forest City, N. C., the Florence Mill is reported to
have sufficient orders to justify day and night operations for
an indefinite period. Reports state that the Spindale and
Alexander Manufacturing Co. plants are operating full time.
Henrietta, N. C., wired that a capacity staff of 1,000 opera-
tives are working at the Henrietta Mills at Henrietta and
Caroleen. It is reported that 7,000 bales of cloth have
been shipped from the plants in the past fortnight.

At Beloit, Wis., ths Freeman Shoe Corporation will
increase at once its working week from forty to forty-five
hours. The plant has operated regularly during the de-
pression and the new sechadule will put it on a 90% production
basis for 800 workers.

London cabled that the Lancashire cotton mill strike,
which had been in progress for the past four weeks and whxch
is estimated to have cost the industry some $36,000, 000 was
settled with reinstatement offered to displaced strikers.

Early in the week it was rainy or threatening raw and
chilly in New York. On the 27th inst. it was 54 to 64 here.
A great hurricane swept over Porto Rico killing 200 and in-
juring 1,000 with big property loss. It drove northward
and struck the coast of the Dominican Republic and also
the Virgin Islands. Chicago had 58 to 64 degrees, Cleveland
58 to 70, Kansas City 52 to 64 and St. Paul 46 to 62. On
the 29th the temperatures in New York City were 50 to 68
degrees and there was a heavy snow fall in 1 the Adlrondacks—
the first of the season. Chicago had 50 to 62, St. Paul 36
to 66, Winnipeg 38 to 74. To-day it was 41 to 60 degrees
here. The forecast was for fair and warmer to-morrow.
Overnight Boston had 40 to 68 degrees; Portland, Ma.,
38 to 62, Chicago 46 to 62, Cincinnati 52 to 66, Cleveland
48 to 56, Kansas City 54 to 70, Portland, Ore., 54 to 84,
Seattle 52 to 74, Montreal 38 to 52 and Winnipeg 44 to 74.

e~

Federal Reserve Board’s Summary of Business Con-
ditions in the United States—Industrial Production
Records First Gain in Current Year—Reflects
Chiefly Expansion in Activity at Textile Mills.

In its summary of business conditions in the United
States, issued Sept. 23 the Federal Reserve Board states
that ‘““the volume of industrial production increased from
July to August by considerably more than the usual seasonal
amount, reflecting chiefly expansion in activity at textile
mills.” Listing six specific improvements during August,
the Board’s summary, it is noted in the “United States
Daily,” pointed to advances in wholesale prices, increased
production, the return of money from hoarding, increases
in the American gold stocks, abnormal firmness in building
activities and slight increases in employment. The “Daily”
states that the increase in industrial production is the first
which the Board’s index has reflected in 1932, according to
additional information. The increase carries the index
back to a higher level than the one on which it stood in
June, but it still leaves the index four points below the
lowest level ever established prior to this year. The Board’s
summary follows:

The volume of industrial production increased from July to August
by considerably more than the usual .seasonal amount, reflecting chiefly
expansion in activity at textile mills. Wholesale prices advanced during
August and the general level prevailing in the first three weeks of September
was somewhat higher than in other recent months. There was a further
growth in the country's stock of monetary gold and a non-seasonal return
flow of currency to the Reserve banks.

Production and Employment.

Industrial output increased substantially in August and the Board's
seasonally adjusted index showed an advance from 58 to 60% of the 1923-25
average. Activity at cotton, woolen, silk, and rayon mills increased from
the low level of other recent months by considerably more than the usual
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geasonal amount, and there was also a substantial increase in activity at
shoe factories.

Output of automobiles, however, declined further and production in
the steel and lumber industries showed none of the usual seasonal increase
in August. During the first three weeks of September there was a slight
advance in steel output.

Employment at factories increased slightly more than is usual at this
season. There were large additions to working forces in the textile, clothing
and leather industries, while in the automobile, tire, and machinery in-
dustries and at car-building shops the number employed decreased further.
Aggregate wage payments increased less than seasonally.

Building contracts awarded up to Sept. 15, as reported by the F. 'W.
Dodge Corp., indicate that for the third quarter the total value of contracts
will be about the same as for the second quarter, whereas usually awards
for the third quarter are smaller., Currently, contracts for public works
are a considerably larger part of the total than they were at the beginning
of the year and residential contracts are a smaller part.

Department of Agriculture crop estimates based on Sept. 1 conditions
indicate little change in prospects during August. Indicated crops of
wheat and tobacco are considerably smaller than in othe recent years,
while the corn crop is the largest since 1925. The cotton crop is estimated
at 11,300,000, a decrease of about 6,000,000 bales from the large crop
of a year ago.

Distribution.

Volume of merchandise and other freight handled by the railroads
increased seasonally during August, while during the corresponding period
a year ago no increase was reported. Department store sales of mer-
chandise increased from July to August by somewhat less than the usual
seasonal amount.

Wholesale Prices.

‘Wholesale commodity prices advanced from 64.5% of the 1926 average
in July to 65.2 in August, according to the monthly index of the Bureau
of Labor Statistics. During August prices of many leading commodities,
including textile raw materials and finished products, wheat, hides, non-
ferrous metals, sugar, rubber, and coffee, increased substantially. In
the first half of September there were declines in the prices of many of
these commodities, while prices of wool and woolen goods, cattle, and hides
advanced.

Bank Credit.

During recent weeks further growth in monetary gold stock, a return
flow of currency from hoards, and new issues of National bank notes have
resulted in additions to the reserve funds of member banks. These banks
have employed a part of the funds in further reducing their borrowings
at the Reserve banks, and have accumulated a part as reserve balances,
which at the present time are more than $300,000,000 in excess of required
reserves,

Reserve bank holdings of United States Government securities and of
acceptances remained practically unchanged during the four weeks ended
Sept. 14, while the total of Reserve bank credit declined by $43,000,000
through the reduction of discounts for member banks,

Loans and investments of reporting member banks in leasing citied
showed little change between the middle of August and the middle of
September. A further decline of more than $150,000,000,000 in loans
banks outside of New York City during the last four weeks was offset in
large part by continued increase in investment holdings, chiefly at member
banks in New York City. There was a considerable growth in deposits
by reporting member banks, reflecting in part larger balances held by
city banks for the account of other banks.

Money rates in the open market remained unchanged at low levels during
August and the first half of September.

—_—————

Loading of Railroad Revenue Freight at Highest
Figure of Year.

Loading of revenue freight for the week ended on Sept. 17
totaled 587,302 cars, the highest for any week since Dec, 12
1931, according to reports filed on Sept. 24 by the railroads
with the car service division of the American Railway Asso-

ciation. The total for the week of Sept. 17 was an increase of
85,478 cars above the preceding week, when loadings were
reduced somewhat owing to the observance of Labor Day,
but was 155,312 cars under the same week in 1931 and 365,-
259 cars under the same week two years ago. Segregated,

the figures show:

Miscellaneous freight loading for the week of Sept. 17 totaled 217,630
cars, an increase of 34,257 cars above the preceding week, but 57,947 cars
;xmil;x:; (t),he corresponding week in 1931 and 164,507 cars below the same week

n ks

Loading of merchandise less than carload lot freight totaled 177,349 cars
an increase of 27,046 cars above the preceding week, but 40,563 cars below:
the corresponding week last year, and 67,451 cars under the same week two
years ago.

Grain and grain products loading for the week totaled 35,865 cars, two
cars above the preceding week, but 4,325 cars below the corresponding week
last year and 10,260 cars below the same week in 1930. In the Western
districts alone, grain and grain products loading for the week ended on
Sept. 17 totaled 24,530 cars, a decrease of 3,629 cars below the same week
last year.

Coal loading totaled 106,790 cars, an increase of 17,460 cars above the
preceding week. but 16,215 cars below the corresponding week last year
and 47,077 cars below the same week in 1930. -

Forest products loading totaled 17,936 cars, an increase of 2,379 cars above
the preceding week, but 8,627 cars under the same week in 1931 and 23,560
cars below the corresponding week two years ago. ;

Ore loading amounted to 6,558 cars, an increase of 433 cars above the
week before, but 23,297 cars under the corresponding week last year and
42,227 cars under the same week in 1930.

Coke loading amounted to 3,472 cars, an increase of 333 cars above the

‘preceding week, but 1,134 cars below the same week last year and 4,704

cars below the same week two years ago.

Live stock loading amounted to 21,702 cars, an increase of 3,568 cars
above the preceding week, but 3,204 cars below the same week last year and
5,473 cars below the same week two years ago. In the Western districts
alone, loading of live stock for the week ended on Sept. 17 totaled 16,822
cars, a decrease of 3,384 cars compared with the same week last year.

All districts reported reductions in the total loading of all commodities

compared with the same week in 1931 and 1930.

Loading of revenue freight in 1932 compared with the two previous

years follows:
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1931.
2,873,211
2,834,119
2,936,928
3,757,863
2,058,784
2,991,950
3,692,362
2,990,507

759,871

667,750

742,614

27,205,959

1932.

2,269,875
2,245,325
2,280,672

1930.
3,470,797

Four weeks in January
Four weeks in February .
Four weeks in March....
Flve weeks in April.- .
Four weeks in May . .
Four weeks in June ..
Five weeks in July-.
Four weeks In August.
‘Week ended Sept. 3..
Week ended Sept. 10. -
Week ended Sept. 17 587,302

19,758,937

952, 1561
33,427,283
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The foregoing, as noted, covers total loadings by the rail-
roads of the United States for the week ended Sept. 17. In
the table below we undertake to show also the loadings for
the separate roads and systems. It should be understood,
however, that in this case the figures are a week behind those
of the general totals—that is, are for the week ended Sept. 10.

During the latter period eleven roads showed increases over
the corresponding week last year, the most important of
which were the Spokane Portland & Seattle Ry. and the
Rutland RR.

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED SEPT. 10.

Total Loads Received
Jrom Connections.

1931.

Total Revenue
Freight Loaded.

1931.

Railroads.

1932.

Total Revenue
Freight Loaded.

1931.

Total Loads Received
Jrom Connections.

1932. 1931.

Railroads.

1932.

Enstem District—
Group
Bangor & Aroostook : 248

1
New York N. H. & Hartfor
Rutland

p B;
¥ Buff, Rochester & Plttsburgh.
Delaware & Hudson

Lehlgh & Hudson River.
Lehigh & New England.
Lehigh Valley

Montour

New York Central

New York Ontario & Western. .
Pittsburgh & Shawmut.
Pittsb. Shawmut & Northern..
= Ulster & Delaware

47,289

rbor 392
Chicago Indianap. & Loulsville.
Cleve. Cin, Chl. & St. Louls..
Central Indlana
Detroit & Mackinac
Detroit & Toledo Shore Line. ..
Detroit Toledo & Ironton.
Grand Trunk Western.
Michigan Central._ ..
Monongahela
New York Chicago & St. Louls
Pere Marquette
Pittsburgh & Lake Erle. .. ....
Pittsburgh & West Virginla. ..
Wabash
3,403

48,117
141,167

2,263
56,231
154,392

74,458
210,417

Grand total Eastern District-. 116,298

Allegheny District—
Baltimore & Ohio

15,207

30,028 | z46,075 9,475
. 640 6,296 900 1,322
¥ Buffalo & Susquehanna.
Buffalo Creek & Gauley
Central RR. of New Jersey -
Cornwall

Cumberland & Pennsylvania.

Ligonier Valley,

Pennsylvania System.
Ing Co

Unlon (Pittsburgh)...

West Virginia Northern.
Western Maryland

135,284 | 199,497

Pocahontas District—
Chesapeake & Ohio
Norfolk & Western
Norfolk & Portsmouth Belt Line
Virginian

22,717
18,433
965
3,720
45,844

28,619
24,123
917

4,094
57,753

Group B,
Alabama Tenn, & Northern... 306
Atlanta Birmingham & Coast. . 695
Atl. & W. P.—West RR. of Ala.
Central of Georgia
Columbus & Greenville.
Iélorlds East Coast

rgia 3
Georgia & Florida =
Gulf Mobile & Northern......
Illinois Central System. =
Louisville & Nashville. ...
Macon Dublin & sav:umah....
Mississippi Central

Nashville Chattanooga & St. L.
New Orleans-Great Northern..
Tennessee Central 743
74,589

129,695

Grand total Southern District. .

Northwestern District—

1,878

Chicago & North Western..... 9,

Chicago Great Western.

Chie. Milw. St. Paul & Pacific.

Chie. St. Paul Minn. & Omaha

Duluth Missabe & Northern. ..

Duluth South Shore & Atlantic

Elgin Jollet & Eastern

Ft. Dodge Des M. & Southern.

Great Northern

Green Bay & Western.. ...

Minneapolis & St. Louls

Minn. St. Paul & S. 8. Marie..

Northern Pacific

Spokane Portland & Seattle...

Central Western Dist.—
Atch. Top. & Santa Fe System.

Bingham & Garfield

Chicago Burlington & Quiney...
Chicago Rock Island & Pacific.
Chicago & Eastern Illinois,
Colorado & Southern

Denver & Rio Grande Western.
Denver & Salt Lake

Fort Worth & Denver City.
Northwestern Pacific.__.
Peoria & Pekin Union. ..
Southern Pacific (Pacific)..
8t. Joseph & Grand Island.
Tolede Peoria & Western...
gnlon Pacific System...

362
18,325
665
1,825
142,585

Southwestern District—
Alton & Southern
Burlington-Rock Island.
Fort Smith & Western.

Gulf Coast Lines

Houston & Brazos Valley...
International-Great Northern.
Kansas Oklahoma & Gulf..
Kansas City Southern...
Louisiana & Arkansas..
Litchfield & Madison.

Southern District—

Group A;
Atlnntlc Coast Line
Clinchfield
Charleston & Western Carolina
Durham & Southern
Galnesville & Midland.
Norfolk Southern. ...
Pledmont & Northern
Richmond Frederick. & Potom..

12,050
1,410
641

Midland Valley
Missouri & North Arkansas. ...
Missourl-Kansas-Texas Llnes..
Missouri Pacific

Quanah Acme & Pacific.

St. Louls-San Franesico. .

St. Louis Southwestern. .. ...
San Antonio Uvalde & Gulf....
Southern Pacific in Texas & La.
Texas & Pacific

Terminal RR. Assn. of St. Louls
Weatherford Min. Wells&N.W.

x Included In New York Central. y Included in Baltimore & Ohio RR.

z Estimated.

Business Activity Viewed by Guaranty Trust Co. of
New York as Responding to Seasonal Influences
Making for Expansion—Upward Movement of
Security and Commodity Values Seen as Sound
Reaction to Low Levels “Wholly Unwarranted’—
Demand for Soldiers’ Bonus Hampering Recovery.

The current month has brought some tangible improve-
ment to support the rather vague optimism that has accom-
panied the recent advance in security and commodity prices,
states the Guaranty Trust Co. of New York in the issue of
“The Guaranty Survey,” its monthly review of business and
financial conditions in the United States and abroad, pub-
lished Sept. 26. “Thus far, the most that can be said is

that business activity seems to be responding to the seasonal
influences making for expansion,” says “The Survey,” which
continues:

To conclude that this response marks definite progress toward recovery
would be premature, although the present trend certainly contrasts very
favorably with the almost commplete absence of seasonal revival at the
beginning of the autumn season a year and two years ago. Such encouraging
implications as may be drawn from this situation are strengthened by the
further improvement that has occurred in financial conditions.

Optimism Fortified by Recent Events.

Recent signs of business expansion and financial recovery, together with
the strong rally in security and commodity markets following the down-
ward reaction in the middle of the month, have further improved business
sentiment. While it is admitted that the trade revival, as far as can now
be discerned, is very moderate, the absence of a more emphatic upturn
is not regarded as an indication that the price advance is unsound. The
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consensus of opinion seems to be that both security and commodity values
had sunk to levels that were wholly unwarranted by actual conditions, even
when the business outlook was at its worst, and that the upward movement
was a sound and logical reaction, quite apart from any improvement either
in the industrial or the financial situation.

On the whole, therefore, the events of the last few weeks have confirmed,
rather than discredited, the optimism that has arisen as a result of the
unexpectedly favorable developments of the summer. There is, of course,
very little tendency to anticipate swift and spectacular progress toward
high business levels. It is almost universally conceded that recovery must
be a gradual and irregular process. But the significant fact is that it is the
outlook for recovery, rather than the fear of utter disaster, that now
occupies attention.

Indications of Business Upturn.

The upturn in business activity is indicated by numerous reports, some
of which are considerably more convincing than others. There has unques-
tionably been a great improvement in all the leading branches of the
textile and apparel industries. The increase in foreign trade last month,
while not large, is encouraging, particularly the substantial rise in the
value of imports. Recent increases in car loadings seemr to be larger than
might have been expected as a result of purely seasonal influences. Bitumi-
nous coal production has increased materially from the low levels of mid-
summer. A slight expansion has taken place in construction contracts,
and lumber production has gained. The increase in factory employment last
month suggests a revival of rather broad scope, though of small magnitude,
in the rate of industrial production. In these and certain other directions
current data seem to support the view that the improvement consists of
something more substantial than a rise in prices and a more cheerful
sentiment.

At other points there is little or nothing to offer in confirmation of the
general belief that a real upturn has occurred. Steel mill activity has
shown no more than a seasonal gain. The monthly report of the Federal
Reserve Board on sales of department stores shows an increase from July
to August of somewhat less than the estimated seasonal amount. Auto-
mobile production declined in August and appears to have remained
virtually stationary this month. Bank debits fail to indicate any sig-
nificant increase in the volume of check payments. Electric power output,
after rising for several weeks, has declined sharply.

Conditions Hampering Recovery.

The persistent demand for further veterans’ bonus legislation is unques-
tionably hampering business recovery, particularly in view of the con-
tinuing deficit indicated by the Treasury statements for the first two
months of the fiscal year. With a certainty that requirements for unem-
ployment relief will be very heavy throughout the winter and with a dis-
tinet possibility that the comring session of Congress may be obliged to
resort to further tax increases in order to balance the Federal budget, the
continued agitation for immediate cash payment of the bonus is far from
favorable in its effects on business confidence, in so far as the latter is
related to the outlook for Government finances.

While reports from abroad indicate that some progress has been made
toward economic improvement, political developments have been less reassur-
ing. The rebellion in Brazil, hostilities between Bolivia and Paraguay, the
parliamentary crisis in Germany, continued unsettlement in the Far East,
and the more dubious outlook for the disarmament conference resulting
from the German request for release from the limritations on armaments
imposed by the Versailles treaty have clouded the prospects not only for
arms reduction but for much needed international co-operation along
economic lines.

Financial Situation Further Improved.

The financial situation has improved further, with comparatively few
bank failures, a continued inflow of gold, and a decline in the amount of
money in circulation, indicating, presumably, greater public confidence in
the banks and a decrease in hoarding. There has even been an increase
in the amount of bank credit outstanding, although this has taken the
form of 2 rise in investments, rather than in loans, and thus is less sig-
nificant than it might be as an indication of increased business activity.
While the liquidation of loans is still under way, it is worthy of note
that the rate of contraction has diminished perceptibly in the last few
weeks. Moreover, the increase in investments appears to reflect a marked
lessening of the pressure that had previously forced banks to throw their
security holdings on the market in an effort to enhance their liquidity.
Bank failures last month numbered only 85 as against 131 in July and 151
in June. Twenty banks reopened with aggregate deposits almost equal
to those of the banks that closed.

The Federal Reserve banks have continued to maintain their holdings of
Government securities at a virtually unchanged level. With rediscounts
still decreasing, the total amount of Reserve credit in use has tended to
decline, rather than advance, in recent weeks. The increase in gold holdings
and the decline in note circulation have combined to strengthen the
reserve position of the banks.

—————

Current Business Conditions According to Statisticians
of National Industrial Conference Board—Improve-
ment of Slightly More Than Seasonal Nature Seen.

“Responding to seasonal influences, conditions in August
and in the first half of September showed improvements in
important divisions of industry and trade,” the Conference
of Statisticians in Industry, operating under the auspices
of the National Industrial Conference Board, stated in its
summary issued on Sept. 20. According to the Board the
net aggregate movement of fundamentals in August showed

" a slightly more than seasonal gain over July. “General senti-
ment,” says the Board, “continues to favor at least the arrest-
ing of the downward movement in coming months.” The
Board continues:

The textile industry further consolidated its gains by increased activity
again in August. Additional encouragement was provided during the
month by the extension of advances in wholesale prices from agricultural
to non-agricultural commodities.

Productive activity on the whole showed conflicting movements during
the month. Automobile output declined further, while building and engi-
neering construction showed continuing increases that were counter to the
usual trend at this time of the year. The slackening in steel and iron output
was contrary to seasonal expectations. Bituminous coal produced increased
sharply during August, while anthracite shipments disclosed but a slight
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gain over the July total. Electric power generated in August increased
seasonally and showed additional improvement in the first half of September.
The cotton cloth, silk, and woolen industries all showed unmistakable gaing
of more than a seasonal amount.

In further detail with respect to production, the number of automobiles
produced in the United States and Canada in August, estimated at 89,850
units, showed a 24% decline under output in July to a level 53% under
output in August 1931. The seasonal movement of the industry at this
time of the year is slightly downward. Retail sales continued to decline.

Building and engineering construction, reflected in the dollar value of
contract awards, continued to increase in August to a total value of
$133,988,100 for 37 States east of the Rocky Mountains reporting to the
F. W. Dodge Corp. The increase over July of 4% was counter to the
seasonal tendency, which at this time of the year is a decline of 29%.
Residential construction increased to a total value of $20,766,800 at a
level that is, however, 65% below that of a year ago. Increases were
registered also in non-residential and in public works and utilities con-
struction.

Steel ingot production per day of operation in August declined as com-
pared with July to a daily average of 30,830 gross tons. The decline of
3%, moving contrary to the seasonal change usual between the two months,
brought output to a level 53% under that of a year ago. Unfilled orders
of the United States Steel Corp. increased slightly to a total at the end
of August of 1,969,595 gross tons. The increase of 3,293 tons was the
first in 16 months. Pig iron production also declined to an average daily
output in August of 17,115 gross tons. This contraction was also counter
to seasonal expectations.

Bituminous coal produced showed a sharp increase in August to a total
estimated output of 22,470,000 net tons. The 26% increase compared
favorably with the average upturn of 12.5% observed in recent years.
Anthracite shipments increased slightly to a total for the month of
2,723,050 net tons for companies reporting to the Anthracite Institute,

Electric power generated in August, averaging 1,428 million kilowatt
hours per week, showed an approximately seasonal gain over July, with
continued seasonal increases in output registered during the first half of
September. August power generated was abeut 12% under that during the
same month a year ago. The increase was confined almost entirely to
the Atlantic seaboard.

Increased activity in the textile industry was registered in August with
production in the cotton, silk and woolen divisions showing sharp gains.
Retail prices of apparel have become firmer in the past few weeks.

The distribution of commodities by rail freight increased by 8%, an
approximately seasonal amount in August as compared with July. Total
carloadings, averaging 521,500 cars per week, were at a level 80% under
loadings in August 1931. Shipments of merchandise and miscellaneous
commodities, averaging 853,300 cars per week, increased by 6%, which
amount is also approximately seasonal. These loadings were at a level 29%
under those of a year ago.

Department store sales in August turned upward by 129% in dollar values
over their level in July, following sharp contraction in the latter month,
The gain for the month compares well with seasonal expectations, though
they are still at a level approximately 25% under what they were a year
ago. September sales to date show continuing seasonal improvement in
various important sections of the country. The dollar value of five and ten
cent store sales fell off slightly during August.

Prices of commodities at wholesale continued their upward course in
August and the first half of September with gains extending into non-
agricultural commodities. The increase of approximately 19, between
August and July brought prices to a level 10% under the average for
August 1931. Textiles, metals and metal products showed gains, while
building material items held firmly against further downward tendencies.

Commercial failures during the month, estimated by Dun’s at 2,796 in
number, Increased by 8% over their number in July to a level 449% above
that of a year ago. The movement was against seasonal expectations. Lia-
bilities incurred, on the other hand, declined by 129% to a total of $77,-
031,200, which is 45% above the amrount incurred in August 1931.

Preliminary estimates of employment in manufacturing industries in
August showed a marked gain over conditions in July, compensating for the
low level in that month brought about by widespread suspensions of a
temporary nature, Hourly and weekly earnings and the cost of living
declined slightly.

Altogether, business conditions in August showed net aggregate improve-
ment of slightly more than a seasonal nature. The turn in events, as
reflected in accomplishments in production and trade, still awaits an
upturn in activity in the heavy industries. But the retention of business
confidence and the general strengthening of commodity prices in recent
weeks remain the best evidences of an improved underlying situation.

—_—————

Decrease of About 13149, Reported in August Sales of
Chain Stores by New York Federal Reserve Bank
as Compared with Year Ago.

™ The Oct. 1 “Monthly Review” of credit and business
conditions of the Federal Reserve Bank of New York had
the following to say regarding chain store sales in the Sacond
Federal Reserve District:

August sales of the reporting chain stores In the Second (New York)
district averaged about 1334 % smaller than In the previous year, which
is a slightly larger decline than in other recent months despite the fact
that there was one more selling day in August this year than in 1931,
The grocery and candy chains continued to report comparatively small
reductions from a year ago, but ten-cent, variety. and drug chain organiza-
tions showed reductions of slightly more than 15%, and the shoe chaing
agalin reported a large drop in the dollar volume of sales,

Grocery and shoe chains had slightly smaller decreases in sale per store
than in total sales, reflecting a decline in the number of units operated,
while other types of chains which have Increased the number of Stores
over a year ago, reported larger declines in unit sales than in the total,

[ ] B Percentage Change August 1932

Compared with August 1931,
}Twa of Store.

Total
i
= Sales,

Number of
Stores.

—0.5

-—8.3

1

0.
2.
3.
2.
0.
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Monthly Indexes of Federal Reserve Board—Industrial
Production Increased from July to August.
The Federal Reserve Board, under date of Sept. 24, issued
as follows its monthly indexes of industrial produection,
factory employment, &e.:

BUSINESS INDEXES.
(Index numbers of the Federal Reserve Board 1923-256=—100).a

Adjusted for
Seasonal Vartatton

Without
Seasonal Adjustment.

1931.

1932. 1931. 1932.

Aug. l July. | Aug.

Industrial production, total 58
Manufactures 57
Minerals 64

Bullding contracts, value >—Total. .. 27
Resldential 11

40

58.3

51

67

INDUSTRIAL PRODUCTION—INDEXES BY GROUPS AND INDUSTRIES.a

(Adjusted for seasonal variations.)

Manufactures.
1932. 1931.

Mining.
1932. 1931.
July.|

Group and
Industry.

Industry.

Aug.l July.

Bltuminous coal.
Anthracite coal-

Automobliles.. .
Leather and shoes
Cement

Tobacco manufas

FACTORY EMPLOYMENT AND PAYROLLS—INDEXES BY GROUPS
AND INDUSTRIES,

Employment.

Adjusted for Sea
sonal Variations.

1931,

Payrolls.

Without Seasonall Withowt Seasonal
Adjustment Adfustment

Group and Industry.

1932, |1931.] 1932,

o July.

1931.

Iron and steel.

Machinery...

Textiles, grou
Fabrl

Transportation equipment.
Automoblles

PSSEOEAS
Shoo®moN

o
[XI
S

Rubber products. A
Tobacco 08.3

a Indexes of production, car loadings, and department store sales based on dally
averages. p Prellminary. r Revised. dRevised Index based on 3-month moving
averages, centered at 2nd month. See Federal Reserve Bulletin for July 1931,

A B
“Annalist” Weekly Index of Wholesale Commodity
Prices Again Lower—Monthly Average Higher.

The “Annalist’” Weekly Index of Wholesale Commodity
Prices dropped again to 94.0 on Sept. 27, with a loss of 0.9
points for the week. The monthly average for September,
however, advanced 1.0 to 95.2, the decline in the latter part
of the month being insufficient to eancel the previous weeks’

gains. The “Annalist” also states:

The loss in the weekly index was almost entirely due to sharp reductions
last week in the price of refinery gasoline on the Atlantic seaboard, conse-
quent upon high gasoline stocks, lower crude prices and excessive crude
production. Had it not been for the reduction in gasoline the index would
have shown only an insignificant loss, explainable by what was probably
the commencement of the usual autumnal decline in hog prices. The other
commodities were generally steady or higher, the chief exceptions being
declines in cattle, the meats and hides.

THE “ANNALIST'" INDEX OF WHOLESALE COMMODITY PRICES.
1 (Unadjusted for seasonal variation.) (1913=100.)

Sept. 27 1932. | Sept. 20 1932. | Sept. 20 1931,

81.4

Farm products
Food products. ...
Textlle products.
Fuels

Bullding materials.
Chemicals
Miscellaneous.. . .
All commodities

x Revised. * Preliminary.
“ANNALIST" WEEKLY INDEX OF WHOLESALE COMMODITY PRICES.
(Unadjusted for seasonal variation.) (1913==100.) .
(Monthly averages of weekly figures.)

Sept. 1932,
77.5
09.8

Aug. 1932, Sept. 1931,

Farm products.
Food products...
Textile products.

Miscellaneo
All

Alt

Financial Chronicle

2233

New York Federal Reserve Bank on Department Store
Trade in New York Federal Reserve District
During August—Total Sales 169, Below Those of
August 1931.

In its Oct. 1 “Monthly Review” the Federal Ressrve
Bank of New York states that “total August sales of re-
porting department stores in the Second (New York)
Federal Reserve District were 169, below the previous
year, the smallest reduction in monthly sales since February,
but,” continues the Bank ‘‘the decline in average daily
sales was about the same as in other recent months, as in
the various localities of this district there were 114 or two
more shopping days in August this year than in 1931.”
Continuing, the Bank also said:

The New York and Rochester stores showed much the same reductions
in daily average sales as in the previous month, and the Newark stores
reported the smallest decrease in several months. In other localities of
the district, however, daily average sales of the reporting stores generally
showed somewhat larger year-to-year reductions than in July. The
daily rate of sales in the leading apparel stores also showed a somewhat
larger decline than in July.

During the first half of September, department store sales in the metro-
politan area of New York declined only 17% from the corresponding period
of last year, the smallest decline since January.

Stocks of merchandise on hand at the end of August, at retail valuations,
continued to show a progressive decline from a year ago, and the per-

centage of charge accounts collected during August was again somewhat
lower than last year.

P. C. of Accounts
Outstanding
July 31
Collected {n
August.

1932.

Percentage Change from
a Year Ago,

Net Net Sales
Sales Jan. to
August. August.

—15.4
—26.0
—20.7
—3L.5
—10.2
—22.2
—23.8
—28.4
—22.8
—26.6
—20.5
—25.7
—16.3
—22.0

Stock on
Hand End
of Month,

Bridzeport

Ejsewhere
Northern New York State.
Southern New York State.
Hudson River Valley Dist.
Capital District

—21.4
—25.2

35.5

August sales and stocks in the principal departments are compared
with those of a year previous in the following table:

Apparel stores

Net Sales
Percentage Change
August 1932
Compared with
Awugust 1931.

Stock on Hand
Percentage Change
Aug. 31 1932.
Compared with
Aug. 31 1931.

+1.6
—29.1
—40.3
—26.9
—22.8
—30.9
—26.8
—26.4
—20.1
—22.9
—26.9
—33.2
—24.4
—25.1
—15.9
—32.5
—41.5
—32.2
—31.6

Tollet articles and drugs
Woolen goods

Ty
Men's furnishings____

Men's and boys' wear..

Women's ready-to-wear accessories.
Silks and velvets

Books and stationery
Luggage and other leather goods.
Linens and handkerchiefs

Womea's and misses' ready-to-wear.....
Musica Instruments and radio.
Miscellaneous.

No Change in Wholesale Prices During Week Ended
Sept. 24 According to United States Department
of Labor.

Tha Bureau of Labor Statistics of the U. S. Department
of Labor announces that the index number of wholesale
prices for the week ended Sapt. 24 stands at 65.4 as com-
pared with 65.4 for the week ended Sept. 17. In stating
this, the Bureau also said as follows on Sept. 28:

This index number, which includes 784 commodities or price series,
weighted according to the importance of each article and based on the
average prices in 1926 as 100, shows that no change has taken place in the
general average of all commodities for the week of Sept. 24, when compared
with the week ending on Sept. 17.

The accompanying statement shows the index numbers of groups of
commodities for the weeks ending Aug. 27 and Sept, 3, 10, 17 and 24:

INDEX NUMBERS OF WHOLESALE PRICES FOR WEEKS OF AUG. 27,
SEPT. 3, 10, 17 AND 24,

WEEK ENDED
- | Sept. 3. | Sept. 10. | Sept. 17.' Sept. 24.
65.5

Metals and metal products. .
Bullding materials. . ... s
Chemicals and drugs. .
{I‘t.mse‘gxmlumnz goods.

* Preliminary.  x Revised.
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Salaries and Wages Reduced 109, by United Press.

The United Press has reduced salaries and wages 10% of
all employees except those covered by union contracts
according to the ‘“Wall Street Journal’’ of Sept. 26.

e
Chain Store Sales Lower in August.

A compilation by E. A. Pierce & Co. of this city showing
sales by chain stores throughout the country, follows:

% Decrease
Jfrom 8 Mos.
Aug. 1931. 1932.

% Decrease

Jrom
Aug. 1932. 8 Mos. 1931.

Grocery Chains—
Gt. Atlantic & Pacific.a.
Safeway Stores.b.
Kroger Grocery.b.
American Stores.e.
First National Stor
National Tea.c.....
H. C. Bohack_f...
Grand Union.d...
Daniel Reeves.g. .
Dominion Stores.h. .
Jewel Tea.b...__...
Winn & Lovett Grocery_.

14.3
x
14.0

$79,316,702
16,686,124
15,226,560
9,919,823
8,041,562
4,608,048

$602,159,472
143,682,068
134,426,703
79,141,650
66,953,238
41,502,282
22,097,486
19,859,310
17,969,089
10,350 652
6,820,115
3,385,450,

$1,153,356,515
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415,166
$143,459,337
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$18,244,004
8,804,746
5,054,598
4,861,610
2.627,253
2.548,413
1,448,946
1,361,401
1,026,698
215,469

$46,193,228

$154,637,320
76,592,777
42,987,623
38,530,094
24,411,551
19,400,209
11,773,355
11,040,880
9,070,625
1,526,068

$380,970,502

e

—
ARSI N 00N O X
SwnwitotNd

oy

G. C. Murphy
Nelsner Bros..__
M. H. Fishman

¥ | onwnraniS
O NORORWOSD

Apparel & Dept. Chains
$10,752,213
1,408,148
1,147,966
985,571
723,625
159,600

$15,177,123

$91,484,215
13,705,677
11,370,548
9,192,796
7,838,641
2,334,265

$135,926,142

Consolidated Retall Storea
Lane Bryant...
Sally Frocks. ..

Wy TV R e e

Waleae o $3,663,330
1,224,489

$4,887,819

$30,950,803
10,719,186

$41,669,989

Shoe Chains—
Melville Shoe $1,143,243 $13,608,847
1t Co. 6

00,543 ! 5,653,853
$1,743,786 $19,262,700

$1,045,282
549,811
325,340

$1,920,433

16.1
10.5
14.2

$90,439,116
4,690,427
2,963,642

$17,093,185

1,336,800
$214,718,526

5.3 Inc.
y15.5

$7,391,000
$1,764,670,033,

10.9
y12.5

ellaneous
West n Auto Sup. (K.C.)-

|, ‘Total 36 chalns

1Y

Mail Order—
Sears, Roebuck.b.......
Montgomery Ward

21.9

$17,258,862
22.6

12,988,264
$30,247,126

274
20.8

$162,845,230
108,018,764

24.7 $270,863,994 22.2

Grand total 38 cos. $244,965,652 ¥16.8 $2,035,534,027 y14.0

a Five weeks and 35 weeks ended Sept. 3. b Four weeks and 32 weeks ended
Aug. 13. c Four weeks and 32 weeks ended Aug. 10. d Four weeks and 34 weeks
ended Aug. 27. e Five weeks and eight months ended Sept. 3, f Five weeks and 34
weeks ended Sept. 3. ¢ Four weeks and elght months ended Aug, 27. h Four weeks
and 35 weeks ended Aug. 27. x Comparable figures for 1931 not available. y Safeway
figures included in totals, but not considered in computing percentage decrease,

————

National Fertilizer Association Reports Slight Change
in Level of Wholesale Prices—Index Shows Decrease
of One Fractional Point During Week Ended
Sept. 24.

There was only a slight change in the general level of
wholesale prices during the latest week, according to the
index of the National Fertilizer Association, which is com-
puted each Monday. The latest index number for all com-
modities is 52.2, one fractional point lower than it was a week
ago. During the preceding week the index declined four
fractional points. The index number stands at the exact
location of a month ago and almost three full points higher
than the 1932 low point (59.6) recorded in June. (The three
year average 1926-1928 equals 100.) Further reporting as
to the course of wholesale prices, the Association also said as
follows under date of Sept. 26:

During the latest week, price changes affected eight of the 14 groups
listed in the index. Four groups advanced and four declined. Foods,
textiles, fats and oils and miscellaneous commodities were higher. Grains,
feeds and livestock, metals, fertilizer materials and fuel, including petroleum
and its products, were lower. The textile group was the only group that
advanced materially. The sharpest decline was marked in the fuel group,
due to the rather large drop in gasoline.

Price changes were fewer during the latest week. Twenty-nine com-
modities advanced and 22 declined. During the preceding week, 43 com-
modities showed price losses, while 22 showed price gains. With the ex=
ception of gasoline, the price changes during the latest week were com-
paratively small. Important commodities that advanced were cotton,
wheat, corn, eggs, raw sugar, flour, butter, lard, cottonseed oil, wool, silk,
silver, coffee and rubber. Slightly lower prices were noted for cattle, light
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weight hogs, cottonseed meal, lead, zinc, pork, potatoes, dried beans and

tallow.

WEEKLY WHOLESALE PRICE INDEX—BASED ON 476 COMMODITY
PRICES (1926-1928=100).

Latest
Week

Per Cent
Each Group
Bears to the
Total Indez.

23.2

-
=]
(=]

i
S| winhonolm o

=HOAIRRWNO N

Ml@cellaneous commodit!
Automobiles
Bullding materials.

fetals.

House-furnishing goods.
Fats and olls
Chemlcals and drugs
Fertilizer materials .
Mixed fertilizer
Agricultural Implements

8

All groups combined

Production of Electricity Off 10.29 During
Ended Sept. 24.

The production of electricity by the electric light and
power industry of the United States for the week ended
Saturday, Sept. 24, was 1,490,863,000 kwh., according to
the National Electric Light Association. The output for
the Atlantic Seaboard was down 6.99%, from the same period
last year and compares with a decrease of 7.3% for the
week ended Sept. 17. New England, taken alone, was
down 6%, against 4.19%, in the previous week. The Central
industrial region, outlined by Buffalo, Pittsburgh, Cincinnati,
St. Louis and Milwaukee, showed a decrease of 13.8%, com~
pared with a decline of 15.39%, the week before. The Pacific
Coast was down 8.19%, against a decrease of 5.6% in the
Sept. 17 week.

Arranged in tabular form, the output in kilowatt hours
of the light and power companies for recent weeks and by
months since the first of the year is as follows:

Weeks Ended. 1932. 1930. 1929.

1,663,291,000
1,696,543,000
1,709,331,000
1,699,822,000
{,688.434.00

A b e i B e e G0
su—-.bg
=

EEENZE pipibes
3
-
Lo
=3
g

0,863,000

! 021,749,000
8,245,000/ 6, 066,788,000
1,347,000 000| 7.580,335,000

416,191,000
7,183,341,000| 7,494,807,000| 7, 1486.635,000
7,070,729,000| 7,239,697,000| 7,220,279,000
7,286,576,000

8. 112,175,000 7,363.730,000' 7,484,727,000

x Including Memorial Day. y Change computed on basls of average dally reports;
z Including July 4 holiday.
_——

Unfavorable Conditions in Building Material Supply
Trade in New York—Survey Reveals Material Sales
Only Fraction of What They Were Last Year.

From the New York “Herald Tribune” of Sept. 26 we take

the following :

Masons’ material dealers and organized employer-and-employee painters
took emergency measures last week to insure peace and profit during the
forthcoming rise in New York building construction activity, writes Allen E,
Beals in the current Dow Service daily building reports.

In the first instance, John A. McCarthy, President of the Masons’ Material
Dealers’ Association of New York, and Stephen V. Duffy, President of the
Brooklyn and Queens Association of Masons’ Material Dealers, called a meet-
ing of affiliated and unaffiliated material supply firms that deliver basic
construction commodities to 90% of all the buildings erected in the five
boroughs and environs of this city and addressed an overture to basic material
manufacturers supplying this market, inviting their adherence to their own
long-established policy of making New York Clty and neighborhood distribu-
tion solely through regularly established service channels as a means of
ending the distress, both current and prospective, that threatens this part
of the trade.

Situation Is Serious.

A joint statement issued by Presidents McCarthy and Duffy to the manu-
facturers, sub-contractors and masons’ supply firms of the New York area,
said:

“Facts must be faced, and it cannot be denied that masons’ mnterial
dealers are facing a crisis.”

A survey reported that building operations in the New York metropolitan
area during the current season have struck the lowest level in a quarter of
a century. Demand for the products of common brick manufacturers has
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been about 119 of normal. During the same period the demand for
plastering materials has not exceeded 15% of the average demand for a
like period in the last five years.

The consumption of cement in this area, according to figures obtained
from the cement manufacturers, represents about 229% of the normal
consumption.

“Building material dealers have cut,” said the survey, “to the bone their
overhead and delivery costs, yet their cost of operation averages more than
259% of the selling price to-day and dealers are now operating at a great loss.

“During the last three years losses in this area suffered by contractors,
sub-contractors and material men foot up to an amazing total of $14,000,000.
Of this sum the masons’ material group, in this area alone, has incurred
losses of more than $5,000,000.

Many Concerns Out of Business.

“Since* many of the old-time companies have been forced out, others
are now liquidating and others stand now at the brink of bankruptcy, heroic
measures are required. In such a crisis economy, efficiency and ethics
alone will not suffice. Nothing less than the elimination of every item of
waste, excess cost and a living price for construction and materials will
save the situation.

“Manufacturers of masons’ materials have borne only a small percentage
of their terrific loss,”” the report goes on to say, “and that loss, small as it
has been, was largely due to their own carelessness in the extension of
credit.”

The masons’ material dealers adopted a resolution which will be sent to
material manufacturers that no prices be quoted to any one in the greater
city who is not a recognized dealer.

Survey of Five-Day Work Week By National Industrial
Conference Board.

_ Some of the flndmgs resulting from a nation-wide survey
of the smmtlon in business and industry with respect_to the
adoptlon of a shorter work period, such as the five- day

A | oot C———
week _were ma,de pubhc on Sept. 27 by _the \*a.tlona.l In-
dustrlal Conferonco Board upon_the _agﬁuncement nt of tho
comgletlon otion of the study The e report points out 1mpn.rtmlly
the advantages of a shorter work period in “industry, as
well as the complications and difficulties that confront the
proponents of the idea. The Board likewise has the folllowng
to say:

As previously announced by the Conference Board it was found that a
large majority of industrial concerns in the United States have already
adopted some form of spreading work, by operating their plants on a part-
time basis, by rotating shifts and staggering work periods, or by a com-
bination of both methods. There is general agreement that the work
period should be shortened, at least during the prolonged period of depres-
sion through which the country is now passing.

“This sentiment has resulted in a serious effort to bring about general
adoption of some plan for the better distribution of work. Those engaged
in this movement are reminded by the Conference Board report that there
Is a sharp line of division among them. On one side is a group of welfare
and civic organizations, public-spirited citizens, and politicians who want
a five-day week adopted without any reduction in the earning power of
the workers, or, in other words, a five-day week with an increased hourly
wage rate to compensate for the shorter period. On the other side is a
large group of business men and manufacturers who are opposed to any
plan that will increase costs and raise prices. This issue will inevitably
become vital,

Under present emergency conditions, states the report, shorter work
schedules have been put into effect at unchanged hourly rates of pay
without general protest, either because curtailment was recognized as
unavoidable for the time being or because it was understood that the
shorter work schedule would make possible the employment of some who
were without jobs or income. Ready compliance with such a policy under
normal business conditions is, however, questionable, because a change,
for example, from an eight-hour day to a six-hour day would mean a 25%
reduction in weekly wages.

The report further points out that consideration must be given to the
difference between wage rates per unit of time and wage rates per unit
of product. The piece-worker has it in his power to increase his weekly
earnings by the application of greater effort and increased skill, whereas
the earnings of the hourly-rate worker are absolutely determined by the
number of hours in his weekly work schedule. Thus it might be possible
for the piece-worker to make up for some of the lost time even without a
change of rate, but this would be beyond the power of the hourly-eatr
Wworker.

Assuming that the earnings of labor will be somewhat reduced in any
event as the result of the adoption of shorter work schedules, the report
considers the broader aspect of such a result.

The Board says:

"*Probably a considerable factor in the general activity of industry between
1925 and 1929 was the enlarged domestic demand for luxuries as well as
neceéssities made possible by the relatively high earnings of the great mass
of wage-earners. It has been estimated that about one-half of the annual
expenditures of all people in the United States comes from salaried employees
and wage-earners whose average annual earnings are $2,000 or less. To the
extent, therefore, that this purchasing power would be diminished because

of a reduction in earning power, demand for manufactured products would -

decrease, and a desirable market that has come to be relied upon, for
which production facilities have been expanded, would be lost."

The Board’s announcement further states:

Among the many significant tendencies revealed in the survey is the fact
that the experience of plant executives in spreading work during the present
depression will probably lead to a more general adoption *of the five-day
week as a regular operating schedule. In this survey information was
furnished by 1,503 manufacturing establishments, of which 114 were
operating on a five-day schedule. Twenty-five of those companies had
adopted a five-day week beforé the depression. Of the remaining 89 that
had operated on this schedule for the first time during the depression,
47%, or nearly one-half, stated definitely that it was their intention to
continue on it even after business recovery, and another 20% expressed
the opinion that shorter work schedule would probably be permanent,
while about 30% regarded it as purely an emergency measure to continue
only during the depression. Two companies reported that it was definitely
unsatisfactory.

From the wage-earner's standpoint, notes the report, there is no drubt
that the shortened work period in the form of fewer working days per week
would be much more popular than in the form of fewer working hours per
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day, for the reason that concentrated leisure is more usable than a similar
amount of free time broken up into small daily installments.
—_——————

Poll Conducted by Distributors Group, Inc., Indicates
Confidence of Investment Banking Houses That
Business Recovery Is Under Way.

Confidence among investment houses and banks through-
out the country that the long process of recovery is at last
actually under way is shown by a preliminary tabulation
of the results of a poll now being conducted by Distributors’
Group, Inc., sponsors of North American Trust Shares. It
is stated on Sept. 27 that “questionnaires” were sent out
five days prior to that date to 1,441 investment houses
affiliated with that organization, with the request that they
be filled in and returned immediately. To date 351 have
been received from 27 States. Of this total 84% declare
that the turn has come in general business and 86% state
that the turn upward in securities prices is behind us, It is
further stated:

The importance of this evidence of improvement in business and security
conditions may be judged from the fact that the sources of the replies
are leading investment dealers in major trade areas.

The question asked all 1,441 investment houses and banks was: “Do
you personally believe that the turn has come and that the underlying trend
is now upward—(a) in general business; (b) in security prices?’’ A “Yes”
or *No"” was called for.

Following is a detailed tabulation of the returns summarized above:

Q. Turn in general business? Ans. Yes, 205; No, 41; indefinite, 15.

Q. Turn in securities prices? Ans. Yes, 302; No, 29 ; indefinite, 20.

At the time of release Distributors’ Group, Inc., reported that the replies
which have been received and tabulated thus far are so overwhelming in
their confidence as to definitely indicate the results of the complete tabula-
tion when it is comrpleted.

At the time of analysis the poll had already covered 27 States, as follows:
Alabama, Connecticut, Florida, Georgia, Illinois, Indiana, Towa, Kansas,
Kentucky, Louisiana, Maine, Maryland, Massachusetts, Michigan, Minnesota,
Missouri, New Hampshire, New Jersey, New York, North Carolina, Ohio,
Pennsylvania, Rhode Island, South Carolina, Tennessee, Virginia, West
Virginia.

Hugh W. Long, newly-elected President of Distributors’ Group, Inc., made
the following statement:

“In releasing the information which this tabulation shows in advance of
final tabulation, we are acting in the belief that the findings are of national
importance. We have been reminded many times that the group of inde-
pendent investment houses ' associated with us in the distribution of North
American Trust Shares is fairly representative of the investment profes-
sion as a whole. This is true not only because of the representative char-
acter of these houses but because of their geographical position.

“We have not yet had time to tabulate the answers to the 10 other
questions asked, but we shall do so as quickly as possible. We feel that the
information obtained from the first question is too significant to permit
delay. Our purpose in making the poll of dealer opinion was to determine
the sentiment of an important cross section of the country with regard to
major questions of the day and to seek guidance from men who, by the
very nature of their business, are especially familiar with and influenced
by conditions in large and small communities throughout the United
States.”

—————

European Unemployment at Record Level, According
to Reports to Department of Commerce—Figures
from League of Nations and Other Sources.

European unemployment, as shown by official relief
figures at the end of June, latest month for which figures
are obtainable, was the highest on record for the mid-year,
the spring decline, which normally begins in March or April
and reduces the total to the year’s low in about June or July,
having been disappointing, according to reports to the Com-
merea Department’s Regional Division. The advices

Sept. 22 from the Department state: =

P

The 20 Europw.n countries regularly reporting unemployment statistics,
with one exception (Poland), showed heavier—and, in most cases, very
much heavier—unemployment last winter than in that of 1930-31, the
figures being the highest on the records, which for most countries go back

to 1921. The slightly lower Polish figure results from the removal of cer-
tain categories from eligibility for relief, rather than from i: creased em-
ployment. With the same nominal exception, the totals for the end of
June this year were above those for 1931, or any previous year.

1t is significant that registered unemployment has increased in spite of
restrictions on eligibility for relief adopted in several countries (notably
England and Germany), which would tend to reduce the number reporting.
Except for small recessions in March-May and October-December 1931,
British unemployment rose steadily from the summer of 1929 to January
of this year. The figure then dropped somewhat until May when a further
rise started, which in August carried the total for the first time above
2,900,000. There was a 50% increase in German unemployment from June
1931 to January of this year, when it passed 6,000,000. The total has
subsequently declined to 5,383,000 on Aug. 15, largely, however, as a result
of further restrictions in eligibility for relicf.

The accompanying table, based on the figures as given in the *“Monthly
Bulletin of Statistics' of the League of Nations and on other official publi-
cations, shows unemployment as reported for 20 European countries. The
figures must not be taken as a measure of total unemployment in any
country—they represent usually the number of those wholly and partially
unemployed who are eligible for relief, excluding important categories of
labor (such as, in some cases, domestic, clerical and agricultural labor or
non-union labor). Certainly total unemployment is greater than the fig-
ures indicate; in the case of France, for example, an official estimate places
actual unemployment at four times the reported figure.

As the basis of computation varies widely, comparisons of one country
with another cannot accurately be made. The figures are, therefore, to
be considered rather as indexes than as absolute measures; they do indicate
the trend of unemployment in each country and, in the aggregate, fairly
represent the situation in Europe as a whole.

pitized for FRASER
p://fraser.stlouisfed.org/




* Hardware. .

2236

REPORTED UNEMPLOYMENT IN EUROPE (In Thousands).

End of June.
1932

Winter High.
1929-30)1930-31;1931-32| 1930) 1931

Basts

Country. of
Calculation.

Compulsorily insured 362 191 265
Unemploy.ins.societies 207 363
Registered unemployed 634
‘Trade unionists 109
Registered unemployed 9
do p 21
do 5 347
- do
‘Trade unionists
Registered unemployed
0 do

Austria_

do do
Unemploy.ins.societies
Registered unemployed

do do
. do do

‘Trade unionists

Switzerland. - . _|Unemployment funds
United Kingdom|{Compulsorily insured
Yugoslavia. Registered unemployed

@ End of May. b Not available.
—————

23
1,912
7

Increases Noted in Wholesale and Retail Trade Condi-
tions in Chicago Federal Reserve District by
Federal Reserve Bank of Chicago.

The Federal Reserve Bank of Chicago, in its Sept. 1 “Busi-
ness Conditions Report,” states that “August, with two more
trading days than in the preceding month and one more than
last year, showed heavier gains than usual over July and
smaller declines from a year ago than a month previous for
several phases of merchandising activity in the Seventh
(Chicago) District.” Continuing, the Bank also said:

In wholesale trade, grocery sales expanded 9% over the preceding month,
hardware 4%, dry goods 26%, drugs 14%, and shoes 58%, while electrical
supplies declined 3% in the comparison. The gains in groceries, dry goods,
drugs, and shoes were greater than seasonal, and that in hardware was
contrary to trend. The recession in the electrical supply trade was much
smraller than last year, when a 16% decline was recorded. The grocery, hard-
ware and drug trades likewise showed moderate declines last August, as
against the increases for the current period. Comparisons with a year ago
were more favorable in all groups than in July, which month in general
had shown the heaviest decreases yet recorded in this comparison. For the
first eight months of 1932 declines from the same period of 1931 totaled
as follows in the various lines: Groceries 22%, hardware 27%, dry goods
839%, drugs 229%, shoes 42%, and electrical supplies 43%. Reports indi-
cate a continued tendency toward steadiness in prices.

WHOLESALE TRADE IN AUGUST 1932.

Per Cent Change
From Same Month Last Year. Ratio of
Accts. Out-
standing to

Net Sales.

Commodity.
Net
Sales.

—24.3
—28.8

Dry Goods. —31.4
Drugs —22.1

Shoes .| —3438 —24.9
Electrical supplies —43.0 —47.2

The increase of 12% in August department store trade, as compared with
the preceding month, equaled the expansion shown in the 10-year average
for the period and contrasted with a gain of only 7% in the corresponding
month last year. Conditions varied considerably as among the various
cities of the district, sales in Detroit gaining but 5%, those in Milwaukee
10%, while Chicago stores recorded a 183% increase, Indianapolis firms one
of 14%, and the total for stores in smaller cities gained 22%. Daily
average sales, however, showed an expansion for the district of only 514 %
in August over July. The decline of 28%%% from last August in the total
was somewhat smaller than in a similar comparison for July, but the
decrease in daily average sales was slightly heavier than that shown in the
aggregate. The first increase in stocks since the end of March took place
on Aug. 81, but the gain of 19% over July was considerably less than
seasonal. The rate of stock turnover for the month was the same as
that a year ago.

DEPARTMENT STORE TRADE IN AUGUST 1932.

Accts. Out- Col-
Stocks. Ixtandlnﬂ. I lections.

—14.4

—27.0
—32.3
—30.8
—23.1

Grocerles

Ratio of August
Collections
1o Accounts
Outstanding
End of July.

Per Cent Change
August 1932

Jrom
August 1931.

P.C.Change
1st 8 Mos.
1932 from

Same
Period 931
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Net Stocks End Net
Sales. of Month. Sales.

—26.3 —33.5 —28.1
—30.7 —20.2 —25.0
—26.1 —23.6 —22.4
—27.5 —23.2 —26.4
—32.8 —23.1 —28.3

Seventh District —28.5 —27.7 —26.9

Retail shoe trade in the Seventh District increased 21£% in August over
the level of the preceding month, contrary to seasonal trend, and sales
totaled about one-third less than those of last August, according to reports
furnished by representative dealers and department stores. 1In the eight
months of 1932 sales were 26% less than in the same period of 1931.
Stocks increased 89 in August but are being held to a lew level.

The increase of 339% over July in August furniture sales compared with a
seasonal gain of 279% for the month. The expansion this year, as reported
by dealers and department stores, compared with an increase of only 18%
in August 1931, while the gain in installment sales of 46% compared with
one of 19% last year. Both total and installment sales in the current
period were approximately one-third below August a year ago. A further
decline took place in stocks during the period, and they remained well
below last year.

Most lines of chain store trade reporting to this bank showed a decrease
in sales during August, so that the total for 14 chains was 4% below July
and almost 20% under August a year ago. The data cover sales by grocery,
drug, five and ten cent stores, cigar, shoe, men’s clothing and musical
mstrument chains.
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Employment and Payrolls in Chicago Federal Reserve
District Show Decline During Period from July 16
to Aug. 16—Due Largely to Curtailed Operations
in Automobile Plants. ’

Curtailed operations in automobile plants were largely
responsible for the further loss shown during August in

Seventh (Chicago) District employment and earnings, the

total for 10 manufacturing groups declining 3% in number

employed and 8% in payrolls. The Sept. 1 “Business Con-
ditions Report” of the Chicago Federal Reserve Bank, in

noting this, also said as follows: .

Five of these industries not only increased the number of wage earners
but also had heavier payrolls—leather products, textiles, wood products,
food and metals; the gains in leather products and metal also were seasonal
in nature. The curtailment in the vehicles group was the largest yet
recorded for August, and contrasted with gains in several previous years,
and the recession in the paper and printing group was contrary to trend for
the month.

In non-manufacturing groups two of the industries, coal mining and
construction, gained in both employment and wage payments, but the large
increases shown in coal mining were again of little importance because the
nine reporting mines had only 628 employees. The merchandising and
public utility groups followed the downward trend of the district in
number employed, the former, however, registering a slight gain in
payrolls.

The percentage decline in total employment during August was slightly
less this year than in 1931, but payroll reductions aggregated much
heavier, the loss of 6% in the latter item comparing with a recession of
only 1% last year. Current data, therefore, show that the number of men
employed remained about 22% smaller than a year ago, while their earnings
dropped to almost 40% below the same period of 1931 as against a decline
for July in this comparison of but 84%.

EMPLOYMENT AND EARNINGS—SEVENTH FEDERAL RESERVE
DISTRICT.

Per Cent Changes

Week of Aug. 15 1932, Jrom July 15.

Industrial Group. No. of | Number

0, Wage
Wage Earnings. | Earners.
Earners. %

108,573 | $1,693,000

Metals and products.a-.......
Vehicles

Textlles and products

Food and products. .

Stone, clay and glass

Wood products

+ [+ |+ Lr

- .r-osl-u,-—uoc

Leather products._ _
Rubber products.b.
Paper and printing

Do | N ato®l

| L

8,168,000
$548,000
2,318,000
7,000
227,000
116,687 | $3,100,000
Total, 14 groups 575,137 111,268,000
a Other than vehicles. b Michizan and Wisconsin,
—
Sales of Automobiles at Wholesale in Middle West
Increased 10% in Number During August Over
July According to Federal Reserve Bank of Chicago
—Further Expansion Noted in Orders Booked by
Furniture Manufacturers.

“Distribution of automobiles during August in the Middle
West showed a more favorable trend,” says the Chicago Fed-
eral Reserve Bank. “Sales at wholesale, as reflected in re-
port.s of representative firms, increased 10% in number over
July and 5% in value, while sales to consumers by reporting
dealers were 11%4% smaller in number of 5% heavier in
value.” The Bank, in its Sept. 30 “Business Conditions
Report,” also said:

Used car sales, though slightly under the preceding 'month, recorded a
decllng of only 7% from last year, with half the firms reporting increased
sales in this latter comparison. Stocks of new cars in dealers’ hands on
Aug. 31 were but half those of a year ago, and used car stocks remained
substantially smaller. The ratio of deferred payment sales to total retail

sales of dealers reporting the item was 519 for August as against 569
in July and 51% last year, i i

MIDWEST DISTRIBUTION OF AUTOMOBILES.
Changes In August 1932 from previous months,

‘Total manufact., 10 groups.- -
Merchandising_c
Publie utilities. .
Coal mining. .
Construction

458,450
25,228
80,412

628
10,419

| |
+5 1+
Dt OO
A R

L

Total non-mfg., 4 groups. - --

—6.0
¢ Illinols and Wisconsin,

Per Cent Change From
July 1932, | Aug. 1931,

Compantes
Included.

New cars:
Wholesale—

Number sold K —53.2 15

—60.8 15

. —38.6 40
. —34.7 40

~50.7 40
—58.5 40
—7.1 40

—13.5 —26.4 40
—21.1 —37.3 40

Regarding orders booked by furniture manufacturers, the
Bank reported as follows:

Orders booked by Seventh District furniture manufacturers reporting to
this bank continued to expand during August. Total bookings for the
month exceeded the July aggregate by 109, whereas, during the past few
years—the year 1931 excepted—the period has been marked by a falling

Number sold.
Value
On hand Aug. 31—
Number —10.8
—14.2

—1.9

0
5
1
5
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off in mew orders of from 15 to 25%. Shipments, following upon the July

expansion in orders booked, gained 36% over a month previous, which

compares with an average increase of 339% over the five-year period,

1927-1931. The ratio of unfilled orders to current orders was little changed

during the month, the total outstanding on Aug. 31 amounting to 99% of

orders booked. The rate of operations approached 32% of capacity, a

gain of six points over July; that of August last year was 49%. In com-

parison with year-ago totals, orders booked were 529 less, shipments 49%

smaller and unfilled orders 53% lower.

——— P ——

City Council of Seattle Will Adopt Lower Wages Scale
—Finance Committee Ordered to Report Ordin-
ance Fixing New City and Contract Minimum 209,
Slash Planned With Lowest Figure at $4.50 Meeting

Private Industry.

Adopting a schedule recommended by the Board of Public
Works, the Seattle, Wash., City Council Finance Committee
on Sept. 16 ordered drawn an ordinance fixing a new mini-
mum wage scale for labor, both skilled and common, on city
work. It reduces present rates about 20%, according to the
Seattle “Post-Intelligencer” of Sept. 17, which also said:

The new schedule, with a few exceptions, embodies rates agreed upon
March 1 1932 by the Building Trades Council and the Associated General
Contractors for private indvstry.

Laborers employed by the city in its own work and by contractors
handling city contracts are affected.

Private Work Followed.,

Because the city has failed to put the reduced pay schedule into effect
earlier, Seattle taxpayers have paid thousands of dollars in excess costs on
local improvement projects; Edwin O. Ewing, attorney, charged before the
Council, Thursday, during the hearing on the Railroad Avenue improvement.

“For a year the pay schedule in private industry has been 20 and 30%
below the city’s scale,” Ewing aserted. “For example, the city has been
paying common labor $5.60 a day while private industry paid $4.50.

“In the new schedule all rates are figured on an eight-hour day basis
and would be reduced pro rata for shorter working hours,” the Public Works
Board declared in a communication to the Council.

Minimum $4.50.

“In certain cases we have not applied the full 20% reduction. For
instance, common labor, which such a reduction would bring down to $3.60
per day, has been placed at $4.50, and building laborers and other slightly
skilled laborers have been held to a minimum of $4.75 a day.”

Following are some of the pay rates fixed in the new schedule:

Auto repairmen, $128 per month ; auto truck drivers, $128; blacksmiths,
$140 ; gas shovel operators, $200, or $9.60 per day; teamsters, $92 ; oilers,
$128 ; machinists, $152.

Bricklayers, $9.60 a day; carpenters, $7.20; cement finishers, $7.20;
linemen, 7.20; painters, 7.20; pipemen, $5; plasterers, $9.60; plumbers,
$8.80 ; steam fitters, $8.80.

—————
Lumber Industry Believed to Be Emerging from the
,Depths of the Trough—Inventories Still Excessive.

During the past four weeks, lumber orders at the sawmills
have increased appreciably over the record of previous weeks
of 1932, as reported by 650 leading mills of the country to
the National Lumber Manufacturers Association. The week
ended Sept. 3 1932, orders were reported of 187,536,000 feet;
the following week, even though including the Labor Day
holiday, of 170,103,000 feet; the week ended Sept. 17, of
188,921,000 feet, these being the highest weeks of 1932 to
date and comparing with 139,275,000 feet, the average of
the first 87 weeks of the year.

Lumber orders at the mills for the four weeks were 929
of last year with the following weekly relationships—79 %;
91%, 100%, 100%. September 1931 began the major
downward movement of last year but comparisons with 1930
show an encouraging trend. Orders received in 1932 in the
four weeks ended Sept. 17 were 28% below those of corres-
ponding weeks of 1930, against similar comparison with 1930
in May of 56% below, and in June 49% below.

Lumber production in the four weeks ended Sept. 17 1932
averaged 110,526,000 feet, compared with weekly average
" of 111,595,000 feet for the year to date. This was 229
of the capacity of the reporting mills. Similar percentage
during corresponding four weeks in 1931 was 35%; in 1930,
49%. Lumber orders in the same four weeks’ comparisons
were 359%, of capacity in 1932; 389 in 1931; 489% in 1930.

“In the light of these reports,” says Wilson Comptoan,
Secretary and Manager of the National Lumber Manu-
facturers Association, “there is ground for the encouraging
belief that the lumber industry is emerging from the depths
of the trough but thers is no justification for any present
increase in production. The industry’s stocks are still
excessive and the further reduction of stocks continues the
industry’s most important problem. The price increases
which are heralding an upturn are a3 yet slight compared
with what they muat be tc equal even the cost of production.
The progress so far made is primarily the result of better
balance between production and consumption encouraged
and guided throughout the industry by the recommendations
made public by the United States Timber Conservation
Board; and the principal advantages so far gained will be
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lost if production is needlessly started until more evidence
of substantial and continuing inerease iv actual lumber
consumption is at hand.”” The statement of the Association
further adds:

Source of Orders.

It is indicated by reports to the National Lumber Manufacturers Asso-
ciation that there has been more recent buying by the retailers than any
other class of trade, somewhat earlier activity in the South than in other
sections, although the West is now showing appreciable upturn, and
probably more demand in rural and small town sections than in urban
centers. Some city yards, however, report censiderable selling for repair
and remodelling. Some of the increase is obviously seasonal. Fall repair
work and remodelling is to be expected, but not since 1929 has there been
s0 substantial an increase in orders at the mills as during the past four
weeks.

Just how much of the retail trade is due to actual orders from consumers
or definite prospect of increasing demand and how much to the effort
to replenish low yard stocks while prices are at bottom levels, is problemati-
cal. In the South the increased activity on the part of retailers is said
to be predicated upon anticipated building, due to the higher prices of
cotton and some farm products.

Considerable lumber is in demand for industrial building, particularly
for textile plants in the South. Small house construction is reported
to be the chief source of demand in the Central West. Resumption of
public works construction is inspiring some lumber orders, including form
lumber. There is no quantity buying by the railroads but lumber stocks
in the hands of the roads are so depleted that ‘‘Railway Purchases and
Stores” in its September issue gives warning that ‘‘when any sizable car
building or repair programs get under way, the roads may find themselves
competing strongly with each other for the small stock of car lumber
that may be available.”

Sash and Door Demand.

True to the seasonal trend, sash and door factories in certain districts
have been more active in the past two or three weeks than for many months.
Shingle manufacturers are feeling a heavier demand and are getting some-
what higher prices than a month ago. The market for oak and maple
flooring is improving.

Some of the larger hardwood consumers, as furniture and automobile
plants, are anticipating their future requirements, many stimulating the
market with active inquiries if not by substantial purchases.

The lumber export trade, which has been running about 50% below last
year for softwoods and 25% below for hardwoods during the summer,
has not as yet shown much change in the South. Some increase in new
business going to the Douglas fir mills in the first two weeks of September
was in export trade, a revival in Japanese buying being reported.

e

Lumber Orders Held Up During Week Ended Sept. 24—
s [Production Increased Slightly.

Although orders received at the lumber mills during the
week ended Sept. 24 were not so large as for the previous
week, they were well above the average of the year to
date and within 3% of the new business of the corresponding
week of 1931, according to telegraphic reports to the
National Lumber Manufacturers Association from regional
associations covering the operations of leading softwood
and hardwood mills.

General industry reports indicate more activity in the
past three or four weeks, either in the form of orders or
inquiries from lumber consumers, both for factory use
and construetion, than in many months. The volume of
orders, however, though encouraging, in view of the indus-
try’s large aggregate stocks, is not sufficient to warrant an
increase in production. Stocks at the mills, though <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>