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The Financial Situation

N HIS message to Congress the present week
President Hoover recommends a sales tax. In
the House of Representatives at Washington on
March 24 last the proposal for such a tax was de-
cisively defeated, the vote against being 223 and the
vote in favor 153. But the sales tax is a very
seductive form of tax, and therefore legislative
propositions in regard to it should be most carefully
examined. The President refers to the matter both
in his regular message and in his budget message,
though he does not go into any discussion of the sub-
ject. He simply lays it down as a simple proposition
favored by him and a tax which will be helpful in
balancing the budget. Itunfortunately happens that
despite all the efforts to balance the budget the
indications point to a very heavy deficit. That,
however, makes it all the more important that we
shall not rush into this tax proposition without con-
sideration of it in all its bearings.

In the regular message the President, after saying
that further revenue is necessary notwithstanding
the amount of reductions in expenditures recom-
mended, and that many of the manufacturers’ excise
taxes upon selected industries have not only failed to
produce satisfactory revenue, but they are in many
ways unjust and discriminatory, goes on to say:
“The time has come when, if the Government is to
have an adequate basis of revenue, to assure a bal-
anced budget, this system of special manufacturers’
excise taxes should be extended to cover practically
all manufactures at a uniform rate, except necessary
food and possibly some grades of clothing.” It will
be noted that here we have the customary practice,
so common in the political world, of making excep-
tions that appear likely to appeal to large masses of
the population, thereby eliminating at the outset
opposition or objection from those quarters. It is
expressly declared that there is to be an exception.
The exception is “necessary food and possibly some
grades of clothing.” Tt needsno very active imagina-
tion to discern that excepting food and clothing
means exceptions that will make a striking appeal to
the agricultural and laboring sections of the country.
Thus we have at the outset a proposition for dis-
tinctive class legislation, of which so much is to be
found on the statute books. This is irrespective en-
tirely of the merits of the proposition itself.

In the budget message there is also a mere cursory
reference to the proposal, though we are now told
what the rate of the tax is to be and what yield is
expected from it, besides a repetition of the excep-
tions that are to be made from the application of the
tax, though in this instance food alone is mentioned

as the exception, and the exception is put in an off-
hand way in a parenthesis. The President says: “I
recommend that the manufacturers’ excise taxes now
imposed on certain articles be extended and in part
replaced by a general uniform tax (excluding food).
I have been advised that the annual yield of such a
general tax at a 214 % rate, would be approximately
$355,000,000.” Thus after eliminating food from the
operation of the tax, and presumably also “clothing,”
thereis to be a yield in the tidy sum of $355,000,000.

The Secretary of the Treasury in his annual report
makes a similar recommendation and probably is
the author of the proposal. Much in the same
language as the President, Mr. Mills says: “I recom-
mend,” and then recommends two things, the first
being (as in the President’s case) that the gasoline
tax now in effect, and which is effective only until
June 1933, be continued for another year, providing
an additional $137,000,000 of revenue. To this first
recommendation no objection of course can be raised.
Then follows recommendation (2), as follows: “That
those excise taxes which experience has demon-
strated are relatively unproductive and give rise to
serious administrative difficulties be repealed, and
that there be imposed a general manufacturers’ ex-
cise tax substantially in the form appearing in the
bill originally reported by the Ways and Means Com-
mittee of the House of Representatives during the
last session of Congress. It is estimated that such
a measure with the 214 % rate will yield about $355,-
000,000, assuming a full year of collections, thus mak-
ing possible the elimination of a number of the un-
satisfactory and relatively unproductive new excise
taxes.” Here we have again the statement that the
tax even in its limited form is expected to yield $355,-
000,000 a year, and that the rate is to be 274, %. But
obviously a tax of $355,000,000 a year cannot be
regarded as a light burden. On the basis of a popula-
tion of 120,000,000, this is a per capita tax of $3, even
after eliminating food and clothing from the tax,
and it will be a direct tax upon production and upen
consumption, and moreover it will be in addition to
any sales taxes imposed by the States. This lastis a
matter of no small importance, since several of the
States are already imposing sales taxes. Mississippi,
for instance, has what is termed a 29, “retail sales
or consumers’ tax.”

Let the reader not overlook the fact that the 214 %
rate is the rate imposed at the outset. We say at the
“outset,” for this is an important consideration to
be borne in mind. We may be sure that if the tax
is to be so productive as is estimated, and is to be
so easy to apply, it will not be long before the rate
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will be increased, perhaps first to 3%, and then to
5%, and then to 7 or 8%, and possibly to still higher
figures. Some Congressman would be sure to rise
every now and then and demand a higher rate. And
that is no imaginary danger, but a real one. It is
such an easy matter, when you have a good revenue
producer, to make it still more productive by simply
raising the rate.-- We recall well how President Taft,
who was instrumental in having the income tax
amendment to the Federal Constitution adopted,
indulging in the comment that the rate would never
be high and intimating that it was not likely to go
much above 1%. This indeed was the rate for the
first year of the operation of the law, following the
adoption of the amendment, but the rate was raised
the very next year, and then came the war, after
which the rate mounted with great rapidity.

But it is not necessary to go back as far as that
for'parallels of that kind. This very thing—that is,
the urge to raise the rate—happened in the State of
Mississippi this very year. The story was told in
an address delivered before the annual convention
of the American Bankers’ Association at Los An-
geles, by M. 8. Conner, the Governor of Mississippi.
In this address, after mentioning the experience of
Mississippi with the sales tax, the Governor of the
State went on to relate that the scheme had worked
beautifully in that State and had produced such an
abundance of revenue that the people of Mississippi
were now most enthusiastic advocates of the scheme
and were actually urging an increase in the rate.

Governor Conner pointed out that “in order to
broaden our tax base and secure some relief for
property owners, we have enacted a 2% retail sales
or consumers’ tax.” He then enlarged on some of
the advantages inherent in a sales tax. It had to be
paid on the spot from day to day, and for that reason
could never accumulate and remain a growing burden
or an accumulated debt like unpaid taxes on a piece
of property. “The distribution of the burden of this
tax applies not only to the number paying it, which
would include all people, but to the load of the tax
upon each individual, since the burden is not allowed
to accumulate as is the case with the property taxes,
but.is paid day by day so that the citizen is never
in debt to the Government, his payments being made
in such small amounts as never to become bhurden-
some or unbearable.” But note what difficulty Mis-
sissippi had in overcoming the opposition to the tax.
Everybody was against it, and everyone believed it
would prove an oppressive burden. Butlet Governor
Conner tell in his own words the story in that respect.
Here is what he said :

“Four months were required to pass the sales tax
through our Legislature. The opposition, although
largely confined to merchants and allied interests,
was very aggressive. Mass meetings were held
throughout the State, and special trains brought
thousands to the Capital to oppose it. A State-wide
anti-sales tax organization was formed and well
financed, and almost all the newspapers bitterly de-
nounced the measure and attacked those who sup-
ported it. It was freely predicted the tax would
destroy business, and even that the people would
openly revolt against it.”

Now observe. how completely sentiment has
changed. How everybody has become enthusiastic
on behalf of the tax and wants to see the rate raised
so as to produce additional revenue and then let all
the different counties in the State share in the
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proceeds. Here again let the Governor of Mississippi
speak for himself, as follows:

“To-day, after four months’ experience with the
tax, practically all opposition to it has vanished.
The Anti-Sales Tax League no longer exists. Mer-
chants are co-operating whole-heartedly. Some of
the most active opponents of the sales tax are now
among the most ardent advocates of it, and it is a
rare exception to the general rule when any com-
plaint’ or protest is heard from the consumer, to
whom the tax is passed.

“Just now resolutions are being adopted by public
meetings of taxpayers and local officials in every
section of the State urging an extraordinary session
of the Legislature for the purpose of raising the sales
tax rate from 2 to 5%, and the allotment of a portion
of the proceeds to the counties for the payment of
bonded obligations and the relief of property taxes.
The governing boards of more than one-half of our 82
counties have petitioned for this action.”

With the States already engaged in applying the
tax, imagine the Federal Government resorting to
the same practice. Let the reader note well the fact
that from 2% it is proposed in Mississippi to raise
the rate to 5% by a single move. With a similar 214 %
tax on the Federal statute book, either in the name
of a retail sales tax or a manufacturers’ license tax,
what would be the combined effect of the two? Or
go a step further and suppose both to engage in
raising the rate. That would not be unlikely to hap-
pen if the tax proved a good revenue producer in the
nation as in the State.

Perhaps a very small sales tax; uniformly applied,
say 1% or 114 %, would not be open to the same grave
objection, but if the rate were high, being a tax upon
consumption, it could not fail to have a blighting
effect upon all trade and in the end prove destruc-
tive in its working, checking that growth in trade
which is now the imperative requirement of the hour.
We agree with President Hoover and Secretary
Mills that the budget must be balanced, and very
speedily, too, but in our estimation a sales tax which
would result in restricting consumption and ap-
plied by both the State and the nation, would be
a serious mistake and would act to the certain detri-
ment of trade recovery. A tax upon beer, after the
manufacture and sale of beer had been legalized,
would have a great deal more to recommend it, and
it is to be remembered that prohibition is no longer
an ethical or a social question, but an economic prob-
lem with the revenue that might be derived from the
tax upon beer, light wines and beverages in general
the underlying consideration,

The revenue from the liquor trade would then g0
into Government coffers instead of bulging the
pockets and swelling the illegitimate gains of the
bootleggers. But neither the President, nor Secre-
tary Mills, makes any reference to this possible
source of revenue,

ST

OTH Mr. Hoover and Secretary Mills also lay
stress upon the necessity of a reform in the
country’s banking laws, but they appear to be mainly
concerned in getting authority for branch banking
and appear to regard that as a sovereign remedy for
all the ills that the country has suffered in recent
years through banking disasters. Our banking sys-
tem might well be changed, but not quite in the way
indicated. We would restrict its activities, instead
of further extending its domain, especially in the
case of the Federal Reserve banks. We would not let
them continue to emit unlimited supplies of banking
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credit and Reserve note issues, the idea being to pre-
vent them from again becoming a means of foster-
ing speculation which ended so disastrously in 1929.

As for branch banking, we do not believe that that
would be any benefit if extended beyond the limits
now permitted. The crop of bank failures in recent
years has certainly been a dismal one, by reason of
their magnitude and numerous character, but they
cannot be ascribed in any dominant degree to faults
in our banking system, except to the extent that the
Federal Reserve banks have by their own unwise
policy fostered unhealthy speculation. All kinds of
banks have gone down, both State banks and Na-
tional banks, as well as banks with branches and
banks without branches, and likewise chain banks
and group banks, but the cause is to be looked for
in underlying conditions, such as the decline in com-
modity prices and particularly the prices of products
of the farm. Our efforts, accordingly, ought to be
directed towards remedying these underlying con-
ditions rather than in attempting to supply new
credit or new banking facilities. In no other way can
the country hope to get speedily back to a normal
basis.

With one recommendation that Secretary Mills
makes we find ourselves in full accord, only we would
go a step further than that proposed by him. We
refer to the privilege contained in a section of the
Federal Home Loan Bank Act by which National
banks are authorized to issue National bank notes
on the basis of Government bonds bearing not over
334 % interest. Secretary Mills well says that this
emergency authority was granted for a period of
three years, and may have been helpful in some locali-
ties, though we doubt it. Up to Oct. 31 1932 about
$125,000,000 of additional National bank notes had

been issued, but, as Mr. Mills points out, the total
of National bank notes that can be issued under this
new privilege is in excess of $900,000,000. As Mr.

Mills aptly says: “Under different business and
economic conditions the power of the banks to issue
such an amount of additional notes would seriously
interfere with the Federal Reserve System’s contact
with the market and ability to influence credit con-
ditions.” He therefore recommends that the author-
ity granted by the Federal Home Loan Bank Act for
a period of three years “be not extended beyond
that period.” Our view is that the whole of the new
circulation privilege should be immediately re-
pealed, so that not a dollar more of new bank notes
can be put out. These bank note issues constitute
an anomaly in the country’s banking and credit sys-
tem, and they are moreover a source of menace. The
privilege of putting out any more of the notes should
be at once taken away.
C Al
HIE Secretary of the Treasury has the present
week offered his December program of financ-
ing, and it has been of the same character as the
financing at other recent periods, consisting in the
main of Treasury notes running for a short number
of years, but in part also of Treasury certificates of
indebtedness running for a year, and the operation
has been attended with unbounded success the same
as heretofore. On Wednesday, Dec. 7, he made an
offering of $350,000,000, “or thereabouts,” of 234 %
Treasury notes running for four years and bearing
date Dec. 15 1932, and falling due Dec. 15 1936, along
with $250,000,000, “or thereabouts,” of 34 9% Treas-
~ ury certificates of indebtedness running for a year.
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In the present plethoric condition of the money and
investment markets, the success of these offerings
was a foregone conclusion. Both issues were largely
and immediately oversubscribed, and the books for
the subscriptions were closed at the close of the same
day. It is to be noted that in offering these notes
and these certificates the Secretary has with each
succeeding quarter been able to lower the rate of
interest in the case of both the Treasury notes and
the certificates of indebtedness. Thus in September
he disposed of $834,000,000 of five-year notes carry-
ing 814 % interest and $451,000,000 of one-year cer-
tificates carrying 114 % interest; in October he
placed $508,000,000 of 414-year Treasury notes, but
with the rate of interest reduced to 3%, while now,
as already stated, he is putting out Treasury notes
running for four years with the rate of interest down
to 234 % and putting out a one-year issue of Treasury
certificates of indebtedness bearing a rate of only
34 of 1%.

One blemish, however, there is in all these transac-
tions, and which we have frequently pointed out.
These notes and certificates of indebtedness are en-
tirely exempt from all income taxes, not alone the
normal taxes, but the high surtaxes as well. As these
income taxes, both the normal tax and the surtaxes,
have been so heavily increased this exemption makes
them especially desirable. The Secretary is resorting
to the issue of Treasury notes, rather than bonds,
since in the case of bonds he could not make the
issues exempt from the surtaxes. Congress expressly
denied him the necessary authority to grant exemp-
tion. With investment funds in such overabundance
as is the case at the present time, we can conceive of
no sound reason why these Treasury obligations
should be made exempt from Government surtaxes as
well as the normal taxes. It seems to us a needless
sacrifice of revenue. It may be that the Secretary,
with full tax exemption, is able to negotiate the new
obligations at slightly better terms, but we are cer-
tain that what he gains in that way he more than

loses by yielding up the surtax revenue.
—

HE Federal Reserve condition statements the
present week show a quite substantial increase
in the volume of Federal Reserve notes outstanding,
the addition being over $31,000,000, the total of
Reserve notes in circulation having risen from
$2,692,286,000 Nov. 30 to $2,723,666,000 Dec. 7. This
is $10,000,000 more than the increase reported in
money in circulation during the week. The volume
of Reserve credit outstanding, however, as measured
by the bill and security holdings, has been reduced
during the week from $2,200,030,000 Nov. 30 to $2,-
188,349,000 Dec. 7. The decrease has been almost
entirely in the discount holdings, which reflect mem-
ber bank borrowing, these discount holdings having
fallen from $308,973,000 to $298,618,000. The ac-
ceptance holdings are also slightly lower at $33,-
717,000 against $34,880,000. The holdings of Gov-
ernment securities, on the other hand, have changed
very slightly, as far as the grand total is concerned,
the amount for this week at $1,850,677,000 comparing
with $1,850,766,000 last week.

The gold holdings this week have been very sub-
stantially increased, the amount rising from $3,049,-
324,000 Nov. 30 to $3,078,063,000 Dec. 7. Owing
however, to the increase in Federal Reserve notes in
circulation, this gain in the gold holdings has not
had so much influence on the Reserve ratio as would
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~otherwise have been the case, the ratio of total
‘reserves to deposit and Federal Reserve note liabili-
“ties combined having increased only from 62.6% to
62.9%, notwithstanding that the deposit liabilities
<fell during the week from $2,484,226,000 to $2,466,-
816,000, the shrinkage in these deposit liabilities
“having come about mainly through the reduction in
member bank reserves from $2,410,594,000 to $2,395,-
484,000. The amount of United States Government
securities held as part collateral for Federal Reserve
issues has decreased during the week from $414,-
400,000 to $408,600,000. Foreign central banks have
increased their holdings of acceptances this week
from $32,329,000 to $36,117,000. But foreign bank
.“deposits with the Reserve institutions have fallen
from $25,947,000 to $14,010,000.
. e
OR the third successive month business failures
in the United States make a more favorable
showing than in any month for practically a year.
The records of R. G. Dun & Co. disclose 2,073 mer-
cantile defaults for November this year against 2,273
for October and 2,195 similar defaults in November
of last year. Likewise, as to the indebtedness in-
‘volved, the total for the month just closed was $53,-
621,127 against $52,869,974 in October, but compar-
- ing with $60,659,612 for November a year ago. For
* the eight months prior to September of this year the
~number of insolvencies for each month was higher
than that given for the three months since, September
" to November inclusive, and in nearly every instance
there was a considerable increase. Furthermore,
the liabilities reported were greatly swollen. Even
with the improvement of the past three months, in-
solvencies for the 11 months of 1932 have been very
high, the number being 29,353 against 25,527 for the
same period of 1931, an increase this year of 15.0%.
Liabilities, too, were very much heavier this year, the
total for the 11 months being $864,123,874, compared
with $615,840,402 for the same time a year ago,
being larger this year by 40.3%. The reduction in
November in the number of failures from a year ago
was 5.6%, and in the indebtedness 11.6%.

All three classes into which the record for the past
month is separated show an improvement. There
were 480 failures in manufacturing lines in Novem-
ber, involving $23,918,463 of indebtedness; 1,461 of
trading failures for $23,094,842, and 132 in the third
division, embracing agents and brokers, with
$6,607,822 of liabilities. In November of the preced-
ing year the number of manufacturing defaults was
519, involving a total of $26,112,447 of indebtedness;
1,545 failures in trading lines owing $27,229,022, and
131 of agents and brokers for $7,318,143. In the
manufacturing division the reduction was especially
marked in the clothing section. Fewer failures, also,
occurred in iron and steel; machinery and tools,
in lumber and building lines, and bakers. On the
other hand, there was an increase for hats, gloves
and furs; chemicals, printing and engraving; the
leather division, and earthenware and glass. For
- the trading class there was a reduction for general

stores; clothing; dry goods; shoes and leather goods;
hardware and tools; jewelry, and hotels and restau-
rants. The large grocery division shows an increase
in insolvencies; also, furniture lines; dealers in
drugs, and in books and papers. The larger failures,
that is, those where the liabilities in each instance
amounted to $100,000 or more, continued quite

" ‘numerous in November, not so much so, however, as -
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in most of the previous months this year. The num-
ber last month was 99 against 98 a year ago, and the
liabilities $26,640,681 compared with $31,866,405 in
the same month of 1931.

P

COTTON crop this year of 12,727,000 bales is

now indicated by the Department of Agricul-
ture, in its December report, issued at Washington
on Thursday of this week. This is the fourth increase
shown in the monthly estimates made by the Depart-
ment, since the first report on production in August.
The increase in each instance has been substantially
larger than the one preceding it. The December esti-
mate, which is the last one, until the final figures
are given in March, based on ginnings, was 780,000
bales above that for November, the latter exceeding
the October report by 500,000 bales. The increase
shown for December was brought about through a
number of influences. Early reports of acreage
planted to cotton were unduly low, necessitating in-
creases in area for nearly every State. Then, again,
acreage abandoned this year proved less than previ-
ously indicated; that is now placed by the Depart-
ment at 1.7% of the area planted. The latter has
been raised to 38,227,000 acres against 37,290,000
acres estimated in July. With the reduction above
indicated for abandonment, the area remaining for
picking has been increased to 37,589,000 acres against
36,611,000 acres as indicated earlier. Furthermore,
early forecasts of prospective production have been
exceeded, better yields per acre in all of the larger
States being realized, and the average weight of
running bales will be heavier than usual. The
average yield per acre is now placed at 162.1 pounds,
whereas in the November report it was indicated
at 156.2 pounds.

About everything that could be found to justify
the increase in yield has been taken into considera-
tion. Production this year is still very much lower
than the crop for 1931, when the crop reached 17,
096,000 bales, with an average yield per acre of
201.2 pounds. In the preceding eight years 1924-31
inclusive, production was larger than is now shown
for the crop year of 1932. Each of the leading cotton
states adds to the estimate of yield for December
over November. This year Texas heads the list
with a gain of 220,000 bales. Oklahoma and Arkansas
contribute larger totals, the former by 80,000 bales
and the latter by 100,000 bales. For Mississippi the
increase is 50,000 bales and Louisiana 30,000 bales;
Alabama 70,000; Georgia 38,000; North Carolina
65,000 bales and South Carolina 45,000. For
Arizona and New Mexico there are reductions in
the estimate of yield for December as compared
with November. Ginnings to Dec. 1 this year were
11,631,000 bales. Last year to the same date they
were 15,018,000 bales on account of the larger crop.

detiig

HE New York stock market this week has shown

an improving tone, and the tendency of prices

has been upward. The market was adversely influ-
enced on Monday by news from Washington saying
that the attempt of Speaker Garner to have the
House pass a resolution on the very first day of the
session for repeal of the Prohibition Amendment to
the Federal Constitution had failed inasmuch as the
resolution had fallen six votes short of the required
two-thirds, having received 272 in favor and 144
against. However, the effect ou the stock market
was only temporary, and on succeeding days the
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course of prices was slowly upward, though with
occasional recessions from the best figures of the
day. There were some favorable developments. For
one thing the sterling rate of exchange moved some-
what higher. On Monday cable transfers on London
took a downward dip and touched $3.1714, but on
Wednesday there was a recovery to $3.25 1/16, with
the range yesterday (Friday) $3.2233@#%$3.23 13/16.
Some large amounts of gold have been arriving here
from Great Britain, the New York Federal Reserve
Bank reporting arrivals from the United Kingdom
for the week ending Wednesday night of $13,216,000.
Then the grain and the cotton markets have been
acting better, the December option for wheat in
Chicago having sold up to 4534c. a bushel yesterday,
with the close at 4474c. against 4354e. on Friday of
last week. At the same time the price of cotton has
shown a firm undertone, notwithstanding some news
that might have been expected to have a depressing
effect. The Government crop report issued on
Thursday again gave the trade a complete surprise
in showing an increase in the estimate of the size
of the crop, this time of no less than 780,000 bales as
compared with the month preceding, the size of the
crop now being put at 12,727,000 bales, though this
compares with the huge harvest of 17,096,000 bales
in the previous year. Since Aug. 1 the Agricultural
Department has increased its estimate no less than
1,421,000 bales. The effect on the cotton market,
however, was comparatively slight, and yesterday
prices actually advanced. The spot price yesterday
on the New York Cotton Exchange was 5.90c. as com-
pared with 5.80c. on Friday of last week. Copper
prices, however, were lower, and copper for domestic
delivery in Connecticut was down to 5.00¢. per pound.
The iron and steel trade also lacked indications of
improvement, the “Iron Age” reporting the steel
mills of the country engaged to only 17% of capacity
as against 16% last week.

Some further dividend reductions were also an-
nounced, the list including several public utilities.
Thus the American Power & Light Co. declared a
dividend of only 75c. a share on the $6 cumul. pref.
and a dividend of 621%4c. a share on the $5 cumul.
pref. stock; previously the company had made full
quarterly distributions of $1.50 a share and $1.25 a
share, respectively. The American Water Works &
Elec. Co. made the quarterly dividend on common
only 25c. a share as against 50c. on Nov. 1 and
Aug. 1, and T5c. a share paid at previous quarterly
dates. Electric Power & Light Corp. reduced the
dividend on the $6 cumul. pref. stock to 50c. a share,
and that on the §7 cumul. pref. stock to 5814¢.; pre-
viously the company had made the full quarterly dis-
tribution of $1.50 a share and $1.75 a share on the
two classes of stock, respectively. The Jewel Tea
Co., Inc., reduced the quarterly dividend on common
from $1 a share to 75c. a share, and, of course, omitted
the extra distribution of 50c. a share made at this
time in 1931. The Anchor Cap Corp. reduced the
quarterly dividend on common from 30c. a share to
15c. a share; up to April 1 1932 it had been making
payments of 60c. a share, The Continental Baking
Corp, declared a dividend of $1 a share on the 8%
cumul, pref. stock; this compares with quarterly
dividends of $1.50 a share made on July 1 and Oct. 1
last, and with $2 a share paid previously. Safeway
Stores, Inc., on Dec. 9 declared a dividend of T5c. a
ghare on the no-par common stock as compared with
$1.25 a share previously paid.. The fluctuations in
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stocks during the week have not been wide as a rule,
and of the stocks dealt in on the New York Stock
Exchange 20 touched new low levels for the year
during the week and seven stocks reached new high
levels. The call loan rate on the Stock Exchange
again remained unaltered at 1%.

Trading continued light. At the half-day session °
on Saturday last the sales on the New York Stock
Exchange were 399,550 shares ; on Monday they were
725,219 shares; on Tuesday, 1,108,658 shares; on
Wednesday, 1,193,869 shares; on Thursday, 704,921
shares, and on Friday, 1,174,930 shares. On the
New York Curb Exchange the sales last Saturday
were 66,230 shares; on Monday, 134,165 shares; on
Tuesday, 170,325 shares; on Wednesday, 173,359
shares; on Thursday, 118,625 shares, and on Friday,
164,750 shares.

As compared with Friday of last week, prices are
higher nearly all around. General Electric closed
yesterday at 1534 against 14 on Friday of last week;
Brooklyn Union Gas at 79 against 74 bid; North
American at 291/ against 26; Standard Gas & Elec.
at 13 against 11; Consolidated Gas of N. Y. at 5914
against 541/ ; Pacific Gas & Elec. at 30 against 271/ ;
Columbia Gas & Elec. at 1434 against 12; Electric
Power & Light at 7 against 614; Public Service of
N. J. at 5015 against 45345 ; International Harvester
at 2335 against 2015 ; J. I. Case Threshing Machine
at 4334 against 3635; Sears, Roebuck & Co. at 21
against 1714 ; Montgomery Ward & Co. at 1414
against 12; Woolworth at 36345 against 3374 ; Safe-
way Stores at 4015 against 4334 ; Western Union
Telegraph at 293/ against 2714 ; American Tel. & Tel.
at 10814 against 10214 ; International Tel. & Tel. at
814 against 815 ; American Can at 557/ against 4873 ;
United States Industrial Alcohol at 2634 against
233/ ; Commercial Solvents at 1014 against 9; Shat-
tuck & Co. at 79 against 714, and Corn Products
at 5114 against 47.

Allied Chemical & Dye closed yesterday at 8134
against 7075 on Friday of last week ; Associated Dry
Goods at 434 against 5; E. I. du Pont de Nemours at
375 against 33%; National Cash Register A at 9
against 734 ; International Nickel at 8 against 714 ;
Timken Roller Bearing at 141/ against 1254 ; Johns-
Manville at 2214 against 193/ ; Gillette Safety Razor
at 18 against 17; National Dairy Products at 18
against 177 ; Texas Gulf Sulphur at 23 against 2014 ;
Freeport Texas at 2514 against 2114 ; American &
Foreign Power at 8 against 614; United Gas Im-
provement at 1914 against 1814 ; National Biscuit at
39% against 36 ; Coca-Cola at 7514 against 71; Con-
tinental Can at 377 against 34 ; Eastman Kodak at
5434 against 491%4; Gold Dust Corp. at 16 against
1494 ; Standard Brands at 151/ against 1414 ; Para-
mount Publix Corp. at 2 against 194; Kreuger &
Toll at 1% against 14 ; Westinghouse Elec. & Mfg. at
28 against 241/ ; Drug, Inc., at 3334 against 3214;
Columbian Carbon at 2814 against 235 ; Reynolds
Tobacco class B at 293 against 28; Liggett & Myers.
class B at 551, against 5034; Lorillard at
137 against 123/; American Tobacco at 58%
against 5334, and Yellow Truck & Coach at 314
against 334.

The steel shares have moved upward with the gen-
eral market. United States Steel closed yesterday
at 329 against 3034 on Friday of last week ; Bethle-
hem Steel at 1534 against 15, and Vanadium at 1234
against 1114, In the auto group Auburn Auto closed.
yesterday at 47 against 40 on Friday of last week;
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General Motors at 1354 against 1234 ; Chrysler at 17
against 1415 ; Nash Motors at 1334 against 1214;
Packard Motors at 214 against 214, and Hudson Mo-
tor Car at 434 against 47;. 1In the rubber group
Goodyear Tire & Rubber closed yesterday at 1614
against 137 on Friday of last week ; B. . Goodrich
at 514 against 5 ; United States Rubber at 41/ against
414, and the preferred at 8145 against 75.

The railroad shares have also given a good account
of themselves. Pennsylvania RR. closed yesterday
at 1414 against 1254 on Friday of last week; Atchi-
son Topeka & Santa Fe at 4234 against 3634 ; At-
lantic Coast Line at 2014 against 1714 ; Chicago
Rock Island & Pacific at 414 against 414 ; New York
Central at 2314 against 203/ ; Baltimore & Ohio at
" 1074 against 87 ; New Haven at 143/ against 1254;
Union Pacific at 727 against 6314 ; Missouri Pacific
at 31% against 3% ; Southern Pacific at 1814 against
1535 ; Missouri-Kansas-Texas at 614 against 514;
Southern Railway at 614 against 514 ; Chesapeake &
Ohio at 251 against 2314 ; Northern Pacific at 151/
against 1174, and Great Northern at 9545 against 894.

The oil shares have changed very little. Standard
Oil of N. J. closed yesterday at 3114 against 2914 on
Friday of last week; Standard Oil of Calif. at 2514
against 233/ ; Atlantic Refining at 17 against 155,
and Texas Corp. at 1515 against 14. The copper
group also moved within narrow limits. Anaconda
Copper closed yesterday at 8 against 814 on Friday
of last week ; Kennecott Copper at 934 against 934;
American Smelting & Refining at 1314 against 13;
Phelps Dodge at 5% against 51%4; Cerro de Pasco
Copper at 7 against 614, and Calumet & Hecla at 27
bid against 3.

SEgs O
TOCK exchanges in the leading European finan-
cial centers were quiet and steady in the past
week, with a tendency apparent everywhere to await
settlement of outstanding political and economic
questions before increasing commitments. The prob-
lem of the debt payments due the United States
Government dominated the exchanges at London and
Paris. Increased confidence was reported in these
centers that a readjustment will be effected on future
payments, even if the sums due next week are trans-
ferred. A better trend in sterling exchange reflected
this feeling, and prices of securities also were steady.
The debt negotiations aroused relatively little inter-
est in Berlin, where the internal political situation
was found far more absorbing. The new Ministry
headed by General von Schleicher was considered
satisfactory in Boerse circles, and a favorable trend
in stocks developed in most sessions of that market.
Trade and industrial reports from European coun-
tries show little change at the present time. The
official British tabulation of unemployed persons
showed a disconcerting increase of 52,800 for last
month, to a total of 2,799,806. German and French
reports reflect a modest improvement in business.
The new trade problems occasioned by exchange re-
strictions are receiving intensive study in the fore-
most centers. London reports indicate that the
Chamber of Commerce there is studying the possi-
bility of introducing an artificial unit of interna-
tional exchange, based on barter, to overcome current
exchange restrictions. An association of French ex-
porters gathered in Paris early this week, with a de-
termination to find means for “cutting the barbed

wire entanglements surrounding all nations.”
' The London Stock Exchange was quiet and slightly
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irregular in the initial session of the current week.
British funds were depressed at first, but hardened
as sterling recovered and small net gains were re-
corded in the securities. Industrial stocks were
neglected, and a definite trend was lacking. Inter-
national stocks were weak at first, but a better tone
toward the close made the net changes inconsequen-
tial. In Tuesday’s session further small gains were
made in British funds, despite an erratic tendency in
sterling. Industrial stocks also were cheerful, with
business somewhat improved. Anglo-American
trading favorites moved forward on good overnight
reports from New York. A firm tendency prevailed
in almost all sections of the London market Wednes-
day. British funds were slightly higher, and indus-
trial stocks also continued their improvement. In-
ternational issues were in modest demand. The trend
was reversed Thursday, however, and moderate re-
cessions developed. Changes in British funds were
nominal, while industrial stocks also showed only
small fractional losses. The international group
declined to a greater degree. Small net losses were
registered in a dull session yesterday.

The Paris Bourse was firm as trading started,
Monday, despite a very small volume of business.
Uncertainty over the debt question kept trading at
a minimum, but buying outweighed selling and gains
were made in most groups. There was a good deal of
satisfaction over the Suez Canal interim dividend of
187 francs, which was only 129 lower than last
year. The Bourse maintained its firm tendency
Tuesday, and almost all stocks showed gains.
French and foreign stocks alike were in demand,
partly as a result of greater optimism regarding
the debt problem. A quiet but steady session fol-
lowed on Wednesday. Uneasiness regarding the
French exchange position caused some selling at the
opening, but these offerings were readily absorbed
and net changes for the session were unimportant.
The tone was firm, Thursday, but trading was on a
very limited scale. French stocks showed small
gains, but international issues tended to lose a little
ground. The tone was dull yesterday, and small
declines were recorded.

The Berlin Boerse was depressed as trading began,
Monday, owing to uncertainty regarding the political
situation within the Reich. The impending first
meeting of the Reichstag caused some selling by
nervous investors, and prices declined, with the re-
cessions amounting to as much as four points in a
few instances. Confidence was restored Tuesday, as
the impression gained ground that the new von
Schleicher Cabinet would succeed in adjourning the
Reichstag over the holiday period without a test vote.
Stocks regained most of their losses of the preceding
session. Imcreased activity was reported Wednes-
day, and the trend was again favorable., Steel stocks
and mining shares were in greatest demand, but
other issues also advanced. The opening Thursday
was confident, notwithstanding the Reichstag clash
late the previous day. Most stocks scored fractional
gains in the first hour of trading, but a selling move-
ment developed thereafter and the initial advances
were wiped out. Small net losses for the session were
recorded in most issues. Prices on the Boerse showed

slight irregularity yesterday.
———

EVELOPMENTS in the war debt situation this
7 week include the following: Andrew W. Mel-
lon, Ambassador to the Court of St. James’s, con-
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ferred in London late last week with Stanley Bald-
win, who is acting Prime Minister during Mr. Mac-
Donald’s absence in Geneva; decision by the Grand
Council of Fascism, on Monday, to pay the entire
$1,245437 due from Italy to the United States on
Dec. 15; the submission by Czechoslovakia, on Tues-
day, of a second note reinforcing its earlier plea for
debt revision and postponement; the delivery of
President Hoover’s annual message on Tuesday, in
which the debts came in for a brief mention; the
delivery, on Wednesday, to Secretary Stimson of
Belgium’s note appealing for debt relief, preceding
by a few hours the delivery by Secretary Stimson to
Sir Ronald Lindsay, British Ambassador, of this
country’s reply to Great Britain’s note of Dec. 1
asking for postponement and review ; official notice,
on Wednesday, that Poland was sending a second
note on debts to the United States, and the holding
at Paris on the same day of a protracted conference
between J. Ramsay MacDonald, Prime Minister of
Great Britain, and his Chancellor of the Exchequer,
Neville Chamberlain, and Premier Edouard Herriot
and his Finance Minister, Louis Germain-Martin.
With Premier Mussolini presiding, Fascism’s
Grand Council agreed that the debt payment to the
United States this month should be made, thus mak-
ing Italy the first of the principal debtors to decide
upon its course on Dec. 15 and to make public pro-
nouncement of its intention. But while the Council
decided to pay it recommended that the Italian Gov-
ornment initiate negotiations with the United States
for a new accord before June 15, when the next pay-
ment is due. This new accord would be “based on

recent declarations of Hoover and Roosevelt, which
will take into account Italy’s situation, its situation

of right and fact, which for universal reasons well
known to the Government of the United States, no
longer are the same as in the year in which the
first accord was concluded, which accord has been
until now punctually respected by the Italian Gov-
ernment.”

The Czechoslovakian note made the point that the
country was paying the highest interest of all the
debtor nations. If the request for postponement of
the Dec. 15 payment should not be granted, the note
said, “the tendency to restrict importation will
fatally, spontaneously and immediately be imposed
on nations importing from the United States
and in this vicious circle the volume of international
trade will be again diminished, creating further un-
employment.” This state of affairs, continued the
note, would “create exceptionally serious repercus-
sions in Central Europe.” Czechoslovakia is due to
make a $1,500,000 principal payment next week. The
Belgian note painted a dark picture of what would
happen to Belgium if it should have to pay $2,125,000
in interest Dec. 15 and the debt agreements should
not be revised. Belgium, said the note, “could not
resume service on her intergovernmental debts by
her own resources and would be obliged to appeal to
foreign credit. But that would be merely to sub-
stitute one creditor for another; and, moreover, the
possibilities for a small country to borrow under
present conditions are limited.” Unemployment in
Belgium “has increased alarmingly, affecting ap-
proximately 40% of the registered laboring popula-
tion,” and the budget deficit has increased con-
siderably.

Secretary Stimson’s reply to the British note of
Dec. 1 was handed to Prime Minister MacDonald
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during the latter’s conversations in Paris on Thurs-
day with Premier Edouard Herriot. The United
States note held out hope to Great Britain that the
“entire situation” with respect to the debts would be
made the subject of negotiations by this Government,
but it was firm in insisting that the Dec. 15 payment
be made. The note expressed confidence “that the
Congress will be willing to consider any reasonable
suggestion made by your Government which will
facilitate payment of the sum due on Dec. 15.” Men-
tion was made in the note of the fact that Great
Britain had not found acceptable the informal
suggestions made by this country to minimize the
effects of the transfer difficulties incident to the
payment.

The United States note, which, observers agreed,
smacked more of President Hoover than of Secretary
Stimson, whose name was signed to it, restated the
usual American theses, namely, that the problem of
the debts has a very definite relationship in the
American mind with disarmament, that cancellation
is out of the question, and that, if the debts are
reviewed, consideration will necessarily be given to
“other forms of tangible compensation available for
the expansion of markets for products of American
agriculture and labor.” But in this note the United
States went further. It took issue with the conten-
tions of the recent British note that the loans made
by this Government were entirely for destructive pur-
poses, that the debt payments were largely respon-
sible for the world depression and this country’s
large gold holdings, that the debt payments were an
important factor in clogging exchange transactions,
and that the Lausanne settlement was arranged
“with the cognizance and approval of the United
States Government.”

Less than a third of the sums borrowed from the
United States by its former allies was used for
munitions and remounts, while “very large amounts”
were spent for foodstuffs and tobacco and surplus
supplies, which were resold by the governments for
use of their own civilian population. “In certain
cases,” states the United States note, “these supplies
were actually resold and the funds turned into the
treasury of the debtor governments.” Some of the
loans served to maintain the value of Allied curren-
cies and “were vital to the recovery, and indeed, to
the very existence of the borrowing nations.” “The
note of the British Government,” continued Secre-
tary Stimson, “also seems to us to over-emphasize the
influence which war debt payments may have had in
the past on world economy.” He said that it was
this Government’s view that “the causes of this de-
pression lie in much more potent forces than these
debt transactions,” and charged the British Govern-
ment, in dealing with the transfer difficulties, of
leaving out of account the service items, including
American tourist expenditures and immigrant remit-
tances. He said, moreover, that the debt agreements
between the United States and its debtors, on the
one hand, and Great Britain and its debtors, on the
other, as well as the receipts to date under these
agreements, were not strictly comparable. As for
the British contention that the debt payments
drained the gold reserves of other countries, Secre-
tary Stimson stated that when the payments upon
these debts began the gold holdings of the United
States were about $4,028,000,000, while now they
stood at about $4,338,000,000. “It is true,” he said,
“that our gold supply has at times exceeded this
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sum, but this extra gold was demonstrably tempo-
rary deposits by other nations not related to debt
payments.” The main fault, he added, lay with the
distribution of gold in Europe, as from Jan. 1 1924
to date European gold holdings had increased from
$3,018,000,000 to $6,963,000,000.

After the Franco-British conference at Paris on
Thursday the following communique was issued:
“The two governments have explained to one another
the state of public feeling in Great Britain and in
France. Inavery exhaustive exchange of views they
have considered their position in regard to the Lau-
sanne agreements and they have examined the diffi-
culties arising out of the payments due Dec. 15.
While reaffirming their independence of action in
dealing with this matter they have affirmed their
common determination to continue to act in order
to obtain by international co-operation the measures
calculated to promote the economic restoration of
the world.” After the conference Paris advices
stated unofficially that Prime Minister MacDonald
had informed Premier Herriot that Great Britain
would make the payment on the date due. Neville
Chamberlain, however, was quoted on his return to
London, Thursday night, as saying: “I don’t know
what foundation there is for it. You can take it that
no decision has been reached.” The reply of the
United States to France’s note, made public on
Dec. 2, was handed to Ambassador Paul Claudel
Thursday night. It was published Friday night.
Notes rather similar in context to that sent to Great
Britain will be forwarded to Poland, Belgium,
Czechoslovakia and other debtors, Washington ad-
vices stated yesterday. Premier Herriot was pre-
pared to face the Chamber of Deputies on Monday
to put his debt policy to a test. The amount of the
scheduled French payment next week is $19,261,432,
all interest, while that of Great Britain is $95,-
550,000, of which $30,000,000 is principal.

Secretary Stimson’s note to France was made pub-
lic yesterday. In the note the Secretary took the
position that he trusted the French Government
would “appreciate the importance of making the
Dec. 15 payment, in accordance with its terms, and
thereby, in my judgment, bringing about a more
favorable situation for any subsequent examination
of the problem between our two governments.”
President Hoover, Secretary Stimson assured
France, was “prepared, through whatever agency
may seem appropriate, to co-operate with the French
Government in surveying the entire situation and
in considering what means may be taken to bring
about the restoration of stable currencies and ex-
change, the revival of trade, and the recovery of
prices.” As in the case of the note to Great Britain,
Secretary Stimson pointed out that in the event of
an examination of the debt question there would
necessarily be considered “other forms of tangible
compensation available for the expansion of markets
for products of American agriculture and labor.”
While granting that France had serious budgetary
difficulties, Secretary Stimson declared that the sum
involved in the French payment due next week
“would hardly seem to be of disturbing weight or
difficulty in respect to world economy or the re-
establishment of prosperity.” Paris advices stated
yesterday that sentiment in Parliament seemed to
be swinging reluctantly toward the Government’s
decision that it would be better to pay.
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TATESMEN of the leading world Powers re-
sumed their efforts at Geneva, this week, to
find some basis for a modest agreement on disarma-
ment. Although the General Disarmament Confer-
ence has now been in progress more than 10 months,
no notable achievements have so far been recorded.
The plans put forward successively by the United
States, Great Britain, France, Italy and some of
the smaller Powers have proved mutually contra-
dictory to a very large degree, and the resulting con-
fusion has taxed the diplomatic resources of all the
delegations. After Germany withdrew from the con-
ference in August, the outlook for the gathering be-
came dark indeed. In this situation a meeting of
the leading Powers was deemed highly desirable, in
order to close the “first stage” of this interminable
conference with at least a semblance of agreement.
Norman H. Davis of the United States proceeded to
Geneva late last week, after holding a series of pri-
vate conferences with Government heads in London,
Paris and Rome. He was joined in the League city
last Saturday by Prime Minister Ramsay MacDon-
ald and Foreign Secretary Sir John Simon of Great
Britain, Premier Ildouard Herriot and War Minis-
ter Joseph Paul-Boncour of France, and Augusto
Rosso of Ttaly. Baron Konstautin von Neurath, For-
eign Minister of Germany, arrived in Geneva Monday
for this special conference of the “Big Five” on dis-
armament.

The officials conferred with each other over the
last week-end, and when the German Minister arrived
early this week an immediate “Five-Power” conver-
sation took place. The meeting Monday represented
the first occasion since the conference started early
last February on which all the prominent delegates
of the five leading world Powers gathered at the
same table. A memorandum prepared by Mr. Davis
was the basis of this talk, dispatches said, and there
appeared to be some likelihood that a broad agree-
ment would be reached. The indicated aim was to
reach an agreement for a preliminary convention or
protocol, reorganizing the General Disarmament
Conference and making it a permanent body which
would continue under the name of the Permanent
Disarmament Commission. The preliminary. con-
vention would embody certain results and stabilize
armaments until 1936, when the London naval treaty
also expires. Such difficult problems as the German
demand for equality of armaments status and the
French security requirement would be left to the
permanent commission, in the hope that some solu-
tion could be reached in time for the general recon-
sideration of the armaments question in 1936. Of
especial importance for the realization of this plan
is the return of Germany to the disarmament con-
ference. Baron von Neurath applied to Berlin for
instructions, and he requested information Thursday
on several abstruse points. The Five-Power meeting
was adjourned temporarily late that day for further
consideration of the problem, and in order to make
possible the attendance of the leading statesmen at
the League Assembly meeting, called to consider the
Lytton report on Manchuria.

et
ENERAL KURT VON SCHLEICHER, as the
G new Chancellor of the German Reich, com-

pleted a Cabinet last Sunday which differs in no
essential respect from that headed by his predeces-

sor, Colonel Franz von Papen. This gecond “Pre-
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sidial Cabinet,” formed under the express authority
of President Paul von Hindenburg and without ref-
erence to party support, contained only a few new
members, most of the Ministers serving under Colonel
yon Papen having been retained. The most promi-
nent change was the appointment of Franz Bracht
as Minister of the Interior to replace Baron Wilhelm
yon Gayl. Friedrich Syrup was appointed Minister
of Labor to succeed Hugo Schaeffer. The new Chan-
cellor continued his attempts to cultivate the Na-
tional-Socialist or Fascist following of Adolph Hit-
ler, notwithstanding a statement by the latter that
he would not consent to tolerate a Cabinet headed
by General von Schleicher. The “Nazis” control
the largest bloc of Deputies in the newly-elected
Reichstag, despite their waning popularity, which
was again attested last Sunday by communal and
district elections in Thuringia, where a 20% decrease
in the Hitlerite strength was indicated. Chancellor
von Schleicher conferred, Sunday, with Captain
Hermann Goering, one of the chief lieutenants of
Herr Hitler, presumably in an endeavor to secure
Nazi aid for postponing Parliamentary debate on his
progranm. No announcement was made regarding
the conference, but it was widely assumed that the
Nazi leader maintained his position, making a sus-
taining vote for the new Cabinet extremely im-
probable.

The new Reichstag assembled in Berlin, Tuesday,
and promptly began the task of organizing its activi-
ties. The session was opened by the 82-year-old Nazi,
General Karl Litzmann, who presided by virtue of
his seniority. Following the precedent established
in the previous Reichstag by Frau Clara Zetkin, Com-
munist, General Litzmann made a political speech
in which he denounced President von Hindenburg
for not appointing Adolph Hitler as Chancellor. He
was interrupted frequently by Communist Deputies,
but there was no disorder. Captain Goering was
again elected President of the Reichstag, while
Thomas Esser, Catholic Centrist, and Hans Rausch,
of the Bavarian People’s party, were elected Vice-
Presidents. When the Reichstag reassembled,
Wednesday, a debate began on the question of the
right of succession to the Presidency of the Reich,
in the event of a vacancy. A National-Socialist bill
we introduced naming the Chief Justice of the Su-
preme Court as the successor in the event of death
or resignation of the incumbent. Communist Depu-
ties registered intense opposition to this measure,
and an exchange of invectives between the Nazis and
the Communists was quickly succeeded by a barrage
of books, telephone sets, chairs and other missiles,
which hurtled through the air for some time before
order could be restored. A Nazi member was hit on
the head by a telephone receiver and severely injured,
while a number of other Deputies sustained minor
injuries. The proposed Nazi measure covering the
guccession to the Presidency received its first and
second readings, despite its obvious political purpose
of removing one of the known objections to naming
Adolph Hitler as Chancellor, entertained by Presi-
dent von Hindenburg. As the law stands, the Chan-
cellor steps into the Presidency in the event of a
vacancy. Only the Communists and Nationalists
opposed the bill, and its passage on the third reading
is considered assured. The Reichstag adjourned
yesterday, subject to the call of its President, Captain
Goering. Contrary to the usual custom, there was
no declaration of policy by the new Government.
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EW evidence intended to fix responsibility upon
Germany for destruction caused at the Black
Tom Terminal and Kingsland, N. J., during the
World War, was held insufficient for reopening of
these cases, in a decision handed down last Saturday
by Associate Justice Owen J. Roberts of the United
States Supreme Court, acting in his capacity as
umpire of the German-American Mixed Claims Com-
mission. Claims against Germany amounting to
more than $40,000,000 are finally disposed of by the
decision, which effectually relieves the Reich of re-
sponsibility for the explosion and fire which de-
stroyed the Lehigh Valley Terminal in New York
Harbor July 30 1916, and the fire which destroyed
the Kingsland, N. J., munitions plant of the Cana-
dian Car & Foundry Co., Jan. 11 1917. The Mixed
Claims Commission decided the cases unanimously
in favor of Germany Oct. 16 1930, but a rehearing
was sought thereafter by the United States. Justice
Roberts examined the evidence presented and ruled
last Saturday that it did not warrant reversal of the
previous opinion of the Mixed Claims Commission.
The decision will release substantial sums now held
in the United States Treasury for further payments
to the Hamburg-American and North German Lloyd
Steamship Lines on awards to them by the war claims
arbiter for ships seized in the war. The German lines
already have received 50% of the §76,000,000
awarded them. In a Washington dispatch of last
Saturday to the New York “Times,” it is indicated
that funds amounting to between $26,000,000 and
$27,000,000 are now available, while remaining
claims against Germany amount only to about
$1,000,000.
deoage
DIPLOMATIC representations by the United
States Government were successful, early this
week, in preventing a move in the Spanish Cortes
for confiscation of property of the Compania Tele-
fonica Nacional, Spanish subsidiary of the Interna-
tional Telephone & Telegraph Co. A group of Depu-
ties in the new Republican Cortes sought to intro-
duce legislation annulling the contract for telephone
service in Spain made in 1924, during the dictator-
ship of General Primo de Rivera. The bill also con-
demned the Spanish telephone system and declared
it a national public utility. In a Washington report
of Dec. 5 to the New York “Times,” it was remarked
that the Republican Government had declared its
intention to support the measure. On instructions
of the State Department, Ambassador Irwin B.
Laughlin protested the threatened move. He
charged, it was said, that the Government promise
of support was contrary to earlier assurances that
the new Government would respect contracts en-
tered into during royalist days.

The question at issue was considered of great
importance in Washington, according to the re-
port, not only because of the principle involved,
but also owing to the size of the case. The majority
interest of the American concern in its Spanish sub-
sidiary was said to amount to $65,000,000. Neither
the State Department nor the telephone company
objected to negotiations for modification of the con-
tract by mutual consent, it was explained, but there
was the most emphatic objection to unilateral action
looking to confiscation. The Spanish Government
responded to Ambassador Laughlin’s protest at first
with the contention that the issue was a domestic one,
it was said. This the United States refused to admit,
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and the intention to protect the legitimate interest
of the American concern was reaffirmed. The situa-
tion was described as “acute” in the dispatch, and
it was asserted that the American protest might even
be carried to the point of withdrawing the American
diplomatic representative in Madrid.

The Cabinet of Premier Manuel Azana worked at
great speed, last Monday, to prevent discussion of
the telephone bill by the Cortes, an Associated Press
dispatch from Madrid stated. Authority was sought
by the Premier for direct negotiations regarding the
telephone contract with the Compania Telephonica
Nacional. The matter was made a question of con-
fidence in the Cortes session of Tuesday, and the
Government was sustained by a majority of 181 to 11.
A group of 15 Deputies had demanded discussion of
the bill, and under the Parliamentary rules debate
is mandatory on a demand by 15 members. Premier
Manuel Azana thereupon arose, a dispatch to the
New York “Times” said, and declared that the Gov-
ernment takes full responsibility for the negotiations
for a new contract. He gave no reason for his stand,
and merely requested that the Deputies refrain from
discussing the legislation. A few of the Deputies
assailed the Premier’s request, but the great majority
sustained him. “Itisnow understood,” the dispatch
to the New York “Times” said, “that a commission
consisting of four Government and four company
representatives will negotiate a new contract con-

taining mutually satisfactory provisions.”
[ S—

GRAVE dispute between the British and Per-
sian governments has developed as a result of
precipitate Persian annulment of a concession

granted many years ago to the Anglo-Persian Oil Co.,

which is owned chiefly by the British Government.
Captain Anthony Eden, Under-Secretary for Foreign
Affairs in the National Cabinet, announced in the
House of Commons, last Monday, that the company’s
concession had been canceled by the Persian Govern-
ment, Nov. 27. The London Government, he added,
was “fully aware of all the circumstances, including
the fact that the concession was definitely granted
for a period of 60 years from 1901, and contains no
provision for its cancellation.” Under instructions
from London, the British Minister at Teheran made
strong representations on Dec. 2, “emphasizing the
very serious view held by his Majesty’s Government
and adding that, although it was still hoped the
matter might be amicably settled, the British Goy-
ernment would not hesitate in case of necessity to
take all legitimate measures to protect its just and
indisputable interests.” The Persian Government
at the same time was informed, Captain Eden added,
“that the British Government won’t tolerate any
damage to the company’s interests or any interfer-
ence with its premises or business activity in Persia.”

A reply to these representations was received by
the British Government Tuesday, and it was de-
scribed in a London dispatch to the New York
“Times” as “so offensive” to officials in the British
capital that it will not be published. The Persian
Government was said to have warned Great Britain
that if a single soldier or marine is sent to guard
the Anglo-Persian Oil Co.’s fields, it will be regarded
as a direct provocation. The British Government
was reminded, in effect, that it needs only a couple
of Persian shells or a single well-aimed bomb dropped
into the vast refinery at Abadanto to send millions
of barrels of British oil up in smoke. “The cancel-
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lations of the concession is ‘final,’ the Persian Gov-
ernment declares, and it is up to the company to re-
quest a new concession based on terms fairer to the
Persian people,” the report states. With bitterness
blazing on both sides, the future of the company’s
properties is hanging by a thread, and the slightest
impulsive act on either side might have serious conse-
quences, it was pointed out. Great Britain considers
the action a repudiation of a solemn contract, the
dispatch adds. Persia, on the other hand, claims
complete authority to annul any concession in its
territory, but expresses willingness to lay the whole
case before the World Court or any other interna-
tional tribunal. The Persians base their case, it is
said, not on the present falling off of revenue but
on arrears of millions of pounds, going back to 1905,
which they claim the Anglo-Persian Oil Co. has
wrongly withheld from them,

Announcement was made Thursday in the House
of Commons, by Captain Eden, that a British note
had been dispatched requesting Persia to withdraw
its cancellation of the concession within one week.
If this is not done, Great Britain will refer the
matter to the World Court at The Hague, the note
stated. Reference of the issue to the World Court
would be a matter of some urgency, Captain Eden
said, and the Court would be requested to indicate
the provisional measures which ought to be taken
to preserve British rights. He informed the Parlia-
ment that the Persian Government refused to hold
itself responsible for any damage to the company’s
property. The Persian note was regarded as “wholly
unsatisfactory,” he added, and in the subsequent
reply the British protest was reiterated. The Per-
sian Government, moreover, was held directly re-
sponsible in this communication for any damage
to the company’s interests or interference with its
property. “In the event of any such damage accrues,
his Majesty’s Government will regard themselves as
entitled to take all such measures as the situation
may demand for the company’s protection,” the
British note said. George Lansbury, Labor Leader,
asked whether the Government proposes to take
armed measures against Persia. Captain IEden re-
plied that the Government “can only be guided by
circumstances as they arise.”

el

HE Chinese cause fared better at Geneva this
week than it did in Northwestern Manchuria,
where the Japanese, in one of the swiftest campaigns
on record, crushed the rebel forces in Barga, occu-
pied Hailar and Manchouli and drove General Su
Ping-wen across the border into Siberia, where he
and several thousand of his army threw themselves

on the mercy of the Soviet authorities,

Called into special session, the League of Nations
Assembly began, Tuesday, consideration of the Man-
churian conflict, and directly after the meeting
opened the smaller Powers leveled their fire on Japan
for its conduct in the undeclared war against China.
The smaller members of the League were far more
forthright than the large Powers in their denuncia-
tion of Japan’s resort to arms, invasion of Manchuria
and establishment of the independent State of Man-
chukuo. At the opening session representatives of
the Trish F'ree State, Czechoslovakia, Sweden and
Norway gave their views on the conflict, and while
all pleaded for reconciliation of Japan and China,
they all said that their governments would not recog-
nize Manchukuo. While delegates of the great Pow-
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ers, including Norman H. Davis and Minister Hugh
Wilson, of the United States, were in attendance,
Edouard Benes, of Czechoslovakia, admitted that
China was at fault for boycotting and spreading anti-
foreign propaganda, but added: “But if the League
condemns them, it must with equal firmness proceed
with regard to a member of the League which decides
to be its own judge and carries out military opera-
tions on a great scale, which result in detaching sev-
eral provinces from another member of the League.”
The establishment of Manchukuo he called a “flag-
rant anomaly in relationship to members of the
League” and ‘“contrary to Article 10 of the Cove-
nant.” Speaking for the Irish Free State, Joseph
Connolly said that it was clear actual infringement
of the multilateral treaty had taken place. Osten
Unden, for Sweden, thought that recognition of
Manchukuo would itself constitute a violation of
Article 10 of the Covenant, and Christian L. Lange,
of Norway, said it was impossible to admit Japan’s
argument that it engaged in hostilities for self-
defense.

At the first session of the special Assembly Dr.
W. W. Yen, of China, and Yosuke Matsuoka, of
Japan, spoke, and the former asked the Assembly to
find that Japan had violated the League Covenant,
the Kellogg Pact and the Nine-Power Treaty, to
call upon Japan to carry out the 1931 Council resolu-
tion by withdrawing its troops and dissolving Man-
chukuo, to pledge itself not to recognize Manchukuo,
and to fix a time limit for making recommendations
for a final settlement of the dispute. Mr. Matsuoka,
for his part, laid down three principles which, he
said, should guide the Assembly in effecting a settle-
ment. He said, first, that the terms should be such
as can be made to operate effectively, accomplishing
and preserving peace in the Far East; second, that
a solution should be found for the disordered con-
dition of China, and, third, that the League must
take upon itself the responsibility for executing any
plan for settlement it may find.

The array of speakers before the Assembly on
Wednesday included representatives of France,
Great Britain, Germany, Italy, Holland, Spain,
Switzerland, Greece, Denmark, Uruguay and Guate-
mala. Sir John Simon, British Foreign Secretary,
adopted the most conciliatory attitude toward Japan
of any of the representatives of the great Powers.
Sir John, in stressing the need for League organs to
assist in the work of conciliation, recommended that
the problem be turned over to the Committee of
Nineteen and the representatives of the United States
and Russia be invited to participate in the Commit-
tee’s deliberations. He praised the Lytton report,
but, states the correspondent of the New York
“Times,” “invariably confined himself to passages
unfavorable to China or those stressing the difficul-
ties or need of being ‘practical.’ ” The correspondent
of the New York “Herald Tribune” quotes Mr. Mat-
suoka as saying: ‘Sir John’s speech was magnifi-
cent. He expressed in his perfect English what I
have been trying to say in my halting way from the
beginning.”

Joseph Paul-Boncour, for France, was credited
with taking the strongest stand of any of the spokes-
men for the great Powers. He gave the Assembly to
understand that France was ready, if necessary, to
carry out the compulsory parts of the Covenant. He
said that, if the Lytton report’s conclusions did not
provide a basis for solution, the League was forced
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“to proceed to make recommendations under Article
15, Paragraph 4, and assume the responsibility con-
nected with this.” Baron Konstantin von Neurath,
German Foreign Minister, urged that the United
States and Russia be asked to join in the concilia-
tion efforts. “The importance of this conflict,” he
said, “is decisive. It affects the very future of the
League itself, its prestige and possibilities for action
and the League now finds itself in an acute phase
of its evolution.” None of the representatives of the
great Powers, including Baron Pompeo Aloisi,
Italian Under-Secretary for Foreign Affairs, men-
tioned treaty violations or took a stand on recog-
nition of Manchukuo.

But while the great Powers were treading care-
fully for fear of offending Japan or China too vio-
lently, the smaller nations enlivened the proceedings
on Wednesday night by introducing a strongly-
worded resolution. Submitted by the Irish Free
State, Spain, Czechoslovakia and Sweden, it declared
that Japanese operations in Manchuria could not be
regarded as measures of legitimate self-defense, that
an important part of what was indisputably Chi-
nese territory had been seized by force and occupied
by Japanese troops, that the regime set up in Man-
churia “was only able to be carried into effect thanks
to the presence of Japanese troops,” and that recog-
nition of the present regime in Manchuria was not
compatible with existing international obligations.
The resolution sought to authorize the Committee of
Nineteen to co-operate with the United States and
Russia “with a view to insuring a settlement of the
dispute on the basis of the above-mentioned find-
ings.”

This resolution stirred Mr. Matsuoka into saying
to the Assembly on Thursday that “if it is adopted
it will have consequences unforeseen by the authors.”
Mr. Matsuoka did not specify what those “unfore-
seen consequences” were, but it was assumed in
Geneva that he intimated Japan might withdraw
from the League. “The whole nation,” he said, “is
solidly behind the military leaders, who have acted
as they should. There are 65 million of them. Do
you think all of them have gone mad ?” ¢If the reso-
lution had general or even wide support,” he declared
in a statement later, “we would be obliged to doubt
the sincerity of the speakers.” Hushun Bey, of Tur-
key; Alberto J. Pani, of Mexico, and C. H. Cahan,
of Canada, also spoke at the Thursday session.

Japan completed on Tuesday the subjugation of
the Barga region in Northwest Manchuria, having
crushed, in a week’s time, the rebellion led by Gen-
eral Su Ping-wen. The Japanese troops entered
Hailar unopposed Monday afternoon, and on Tues-
day achieved their final objective by occupying Man-
chouli with surprising ease. The Chinese forces fled
before them and were finally crowded into Siberia,
where, according to reports, they were disarmed.
General Su was arrested as he entered Soviet terri-
tory, it was stated. He made a plea to the Nanking
Government that he be supplied with transport to
Shanghai. “Japanese concern over Barga,” states
the New York “Times,” “is two-fold: The most ap-
parent reason for it is that it is one of the three
areas in Manchuria where volunteers are operating
most effectively and in the largest numbers against
the Manchukuo regime. But the less obvious cause
is no less cogent, namely, that Japanese economic
missions have reported that the Khingan Mountains
contain some of the finest forests and most extensive
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mineral deposits to be found in all Manchuria. The
alluvial gold in the range alone has been estimated
at $2,500,000,000 in value.” Associated Press dis-
patches from Mukden, Manchuria, on Thursday,
stated that Japanese troops were preparing to march
on the Jehol province to join it to Manchukuo.
N ;
HE National Bank of Greece on Saturday,
Dec. 3, reduced its discount rate from 109, to
99%. The 109, rate had been in force since Aug. 8
of this year. Present rates at the leading centres
are shown in the following table:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS.

Rate in
Effect Date
Dec. 2| Established.

Apr. 18 1932
Oct 17 1932
July 7 1932
June 30 1932
May 2 1932
Aug. 18 1932
May 5 1932
Sept. 1 1932
Oct. 20 1932

Pre-
vious
Rate.

Rate in

Country. Country.

Date
Established.
Aug, 23 1932
Jan. 13 1932
May 17 1932
14 |Aug. 23 1932
Sept. 19 1932
Sept. 24 1932
July 12 1932
Oct. 12 1932
June 30 1932
Jan. 29 1932
Apr. 19 1932
§ [Oct. 9 1931
Germany . . Sept. 21 1932
Greece.. - - - Dec. 3 1932

In the London open market discounts for short
bills on Friday were 34 @13-16, as against 74@15-169%,
on Friday of last week, and 13-16@7%%% for three
months’ bills, as against 15-16@19% on Friday of
last week. Money on call in London on Friday was
349,. At Paris the open market rate continues at
1749, and in Switzerland at 114%.

s e

HE Bank of England statement for the week
ended Dec. 7 shows a loss of £29,099 in gold
holdings, bringing the total held down to £140,389,087
in comparison with £121,517,240 a year ago. Cir-
culation expanded £6,819,000 and this, together with
the gold loss, caused reserves to shrink £6,848,000.
Public deposits decreased £1,625,000 while other
deposits rose as much as £11,109,655. The latter
consists of bankers’ accounts which increased £13,-
719,949, and other accounts which fell off £2,610,294.
The reserve ratio is off more than 79, from 41.079%,
a week ago, to 33.77% now. Last year the ratio
was 30.28%,. Loans on Government securities rose
£16,972,000 while those on other securities decreased
£608,972. Of the latter amount, £59,799 was from
discounts and advances and £549,173 from securities.
The rate of discount remains 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.
Dec. 7. Dec. 9. Dec. 10. Dec. 11. Dec. 12.
£ £ £ £ £

2365,662,000 358,850,201 364,473,686 365,158,000 374,821,061
8,522,000 10,673,881 5,891,396 8,860,000 7,628,750
138,705,230 113,683,074 105,595,839 94,471,617 104,146,132
75,139,775 72,112,383 58,072,562
38,543,209 33,483,456 36,399,055
60,615,906 54,201,247 60,663,855
43,051,487 27,102,711 28,207,956
12,550,675 4,911,422 8,827,605
17,725,102 31,400,812 22,191,289 19,470,351
Reserve notes & coln 49,727,000 37,667,039 47,975,090 32,274,000 42,369,995
Coln and bulllon. ..140,389,087 121,517,240 152,448,776 137,434,418 157,191,056

Proportlon of reserve
to labilitles 33.77% 30.28% 43.03% 31.23% 37%
2% 6% 3% 5% 4% %

a On Nov. 29 1928 the fiduclary currency was amalgamated with Bank ot England
note issues, adding at that time £234,199,000 to the amount of Bank of England
notes outstanding.

Holland...| 24
Hungary.-- :}5

Austria_ ...
Belgium. ..
Bulgaria

NRR

Ireland._ ...
Colombia.. -
Czechoslo-

vakia. ...
Danzig____
Denmark - -
England. ..
Estonia._..
Finland. ..
France. ...

Norway - . -
Poland. .. -
Portugal. .-
Rumania _ -

R

Sept.

Switzerland Jan. 22 1931

CONNSRBRGDT SO~

Clrculation
Public deposits
Other deposits
Bankers' accounts104,251,534
Other accounts... 34,453,606
Government securs. 85,843,740
Other securities.__. 29,532,337
Disct. & advances 11,807,235

59,106,855
28,195,160

—_——

HE Bank of France statement for the week ended
Dec. 2, records an increase in gold holdings of
17,503,386 francs. The Bank’s gold now amounts
to 83,359,065,633 francs, the highest figure ever re-
corded in the history of the bank. The proportion
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of gold on hand to sight liabilities at 77.95% is also
at a new high. Gold holdings a year ago stood at
67,953,568,393 francs and two years ago at 52,351 ,-
980,490 francs. Credit balances abroad gained 159,-
000,000 franes while bills bought abroad fell off
222,000,000 francs. A large increase appears in note
circulation, namely 1,664,000,000 francs. The total
of circulation is now 83,200,937,435 francs, in com-
parison with 83,021,961,975 francs last year and
75,838,195,445 francs the previous year. French
commercial bills discounted and creditor current ac-
counts show decreases of 664,000,000 francs and
2,159,000,000 franes while advances against securities
increased 95,000,000 francs. Below we furnish a

comparison of the various items for three years:

BANK OF FRANCE'S COMPARATIVE STATEMENT.
Changes Status as of- =
Jor Week. Dec. 2 1932,  Dec. 4 1931. Dec. 5 1930.
Francs. Francs. Francs. Francs.
17,503,386 83,359,065,633 67,953,568,303 52,351,980,490
6,912,167,374

Gold holdings- .- .Ine.
Credit bals. abr'd.Ine. 159,000,000 3,127,146,195 16,159,338,983
French commercial

bills discountedaDec. 664,000,000 2,600,950,296
Bills bought abr’dbDec. 222,000,000 1,662,659,204 8,286,522,267 19,141,701,645
Ady. agst. securs..Inc. . 95,000,000 2,595,094,368 2,844,086,812 3,000,147 ,422
Note circulation..Inc1,664,000,000 83,200,937,435 83,021,061,975 75,838,105,445
Cred. curr. accts..Dec.2159000,000 23,740,814,272 29,737,717,410 22,421,267,039
Proportion of gold

on hand to sight

liabilities Ine.

6,201,760,102 7,106,556,190

0.38% 77.95% 60.26% 53.28%

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

HE Reichsbank’s statement for the first quarter

of December reveals a decrease in gold and
bullion of 23,160,000 marks. Owing to this loss,
bullion now stands at 804,069,000 marks, in com-
parison with 1,005,116,000 marks last year and
2,190,277,000 marks the previous year. An increase
is shown in reserve in foreign currency of 4,188,000
marks, in silver and other coin of 10,586,000 marks,
in notes on other German banks of 4,542,000 marks
and in investments of 1,277,000 marks. Notes in
circulation declined 92,195,000 marks, reducing the
total of the item to 3,438,962,000 marks. Circu-
lation a year ago aggregated 4,591,576,000 marks and
two years ago 4,439,589,000 marks. Bills of ex-
change and checks, advances, other assets, other
daily maturing obligations and other liabilities record
decreases of 48,595,000 marks, 105,840,000 marks,
9,282,000 marks, 65,417,000 marks and 8,672,000
marks respectively. The proportion of gold and
foreign currency to note circulation stands now at
26.79%,, as compared with 25.69, last year. A
comparison of the various items for three years is

furnished below:
REICHSBANK'S COMPARATIVE STATEMENT,
Changes
Jor Week.
Reichsmarks.
Dee. 23,160,000

Dec. 7 1932,  Dec. 7 1931,  Dec. 6 1930.

Reichsmarks.  Reichsmarks. Reichsmarks.
804,069,000 1,005,116,000 2,190,277,000
No change 65,369,000 129,951,000 222,017,000
4,188,000 113,031,000 170,466,000 536,922,000
48,505,000 2,717,413,000 3,903,847,000 2,066,522,000
10,586,000 203,052,000 122,246,000 148,259,000
4,542,000 11,883,000 5,145,000 12,346,000
. 105,840,000 101,124,000 190,882,000 75,733,000
1,277,000 396,209,000 102,889,000 102,474,000
9,282,000 753,376,000 853,754,000 405,700,000

Assets—
Gold and bullion
Ot which depos. abr’'d-
Res've in for'n curr._Inc.
Bllls of exch. & checks.Dec.
Sllver and other coin..Ine.
Notes on oth.Ger.bks.Ine.

Liabilities—
Notes In circulation. . Dec.
Oth.dally matur.oblig.Dec.
Other liabilities
Propor. of gold & for'n
curr. to note circul.Inec.

92,195,000 3,438,962,000 4,591,576,000 4,439,580,000
65,417,000 352,708,000 415,050,000 344,410,000
8,672,000 738,340,000 859,488,000 320,307,000

0.2% 26.7% 25.6% 61.4%

AL
XTREME ease in the New York money market
was reflected this week by a further reduction

in open market rates for bankers’ acceptances, which
were reduced 149, all round on Monday, to a leve]
of 169, bid and 349, asked for 30 to 90 day maturities,
54% bid and 149, asked for four months’ bills, and
%% bid and 349, asked for five and six months’ bills.
These rates naturally constitute new low records in
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the history of the American acceptance market. The
official buying rates of the Federal Reserve Bank of
New York were unchanged at 19, for bills due up to
90 days, 1%4% for bills due in 91 to 120 days, and
1149, for bills due from 121 to 180 days.

Equally indicative of the plethora of funds seeking
safe investment for short periods was the great suc-
cess achieved by the United States Treasury in its
December quarter-date financing. The Treasury
offered $350,000,000 in 2349 four-year notes, and
$250,000,000 in 349, one-year certificates of in-
debtedness, Wednesday, and closed the books the
same day, with over-subscription assured on a vast
gcale. Treasury notes amounting to $600,446,200
will mature Dec. 15, and holders of the notes sub-
sceribing to the new issues were offered preferred
allotment up to 609, of the new issues. This con-
tributed to the success of the financing.

Call loans on the New York Stock Exchange held
at 19, for all transactions this week, whether re-
newals or new loans. Funds were offered in the
unofficial street market at 2/% Monday and Tues-
' day, as low as 949, Wednesday, and down to 149,
Thursday and yesterday. Time loan rates were
unchanged all week. Brokers’ loans against stock
and bond collateral increased $39,000,000 in the week
to Wednesday night, according to the tabulation of
the Federal Reserve Bank of New York. Gold move-
ments reported in the same period at New York
consisted of imports of $15,975,000. There were no
exports, but a net increase of $5,574,000 occurred
in the stock of gold held earmarked for foreign
account.

LN
EALING in detail with call loan rates on the
Stock Exchange from day to day, 19, was the
ruling quotation all through the week both for new

loans and renewals. The time money market con-
tinues unchanged. While there is nothing definite
in the way of trading there has been a rumor of one
transaction in 60 day maturity at 14 of 19%,. Rates
are quoted nominally at 149, for 30 to 90 days, 34%
for four months’ maturity and 19, for five and six
fnonths’ maturity. The market for commercial paper
is unchanged this week. The demand continues
good, but paper is very scarce. Quotations for choice
names of four to six months’ maturity are 116@184%.
Names less well known are 29,. On some very high-
class paper occasional transactions at 1149, are noted.
e
HE market for prime bankers’ acceptances has
been fairly brisk during the fore part of the
week, but quieted down on Thursday, due to
shortage of offerings. Rates were reduced 14 of
19, on all maturities, in both the bid and asked
columns on Monday, Dec. 5. The quotations of
the American Acceptance Council for bills up to
and including three months are 149, bid, 349, asked;
for four months, 549, bid and 4%, asked; for five
and six months, 749% bid and 349, asked. The bhill
buying rate of the New York Reserve Bank is 19,
for 1-90 days; 1149 for 91-120 days, and 1149,
for maturities from 121-180 days. The Federal
Reserve Banks show a trifling decrease in their
holdings of acceptances, the total having fallen from
$34,880,000 last week to $33,717,000 this week.
Their holdings of acceptances for foreign corre-
spondents, however, increased during the week from
$32,329,000 to $36,117,000. Open market rates
for acceptances are as follows:
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SPOT DELIVERY.
—180 Days— —150 Days—
Bid., Asked. Bid. Asked.
Prime eligible bills. % % % b
——90 Days—— ——60 Days—
Bid. Asked. Bid. Asked.
Prime eligible bills ¥ % % %
FOR DELIVERY WITHIN THIRTY DAYS.
Eligible member banks
Eligible non-member banks

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
Dec. 9.

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 1932
Oct. 21 1931

Federal Reserve Bank. Previous
Rate.

=

Phliladelphia. -
Cleveland. . .-
Richmond.

PN

Nt WkIWLN

AN

LMW ®
* PR R

TERLING exchange seems to be moving toward
firmer ground, continuing the recovery which
began on Wednesday of last week. The appre-
hension which forced sterling exchange down to
3.1414 for cable transfers on Tuesday, Nov. 29,
seems to have been greatly exaggerated. All the
effects of doubt concerning the Dec. 15 war debt
payments were fully discounted by the market
before Saturday last. Dispatches from Paris on
Thursday stated that Premier MacDonald told
Premier Herriot that Great Britain would meet the
installment now coming due. The range for bankers’
sight bills this week has been between 3.17%%¢ and
3.2474, compared with a range of 3.237% down to
3.14 7-16 last week. The range for cable transfers
has been from 3.171% to 3.25 1-16, compared with
a range of from 3.24 down to 3.141% a week ago.
The fundamental factors affecting exchange are no
different now than they were several weeks ago.
The market is still extremely dull and somewhat
hesitant and traders are for the most part disin-
clined to take a technical position until the war
debt questions show some degree of clarification.
There is also a strong inclination among bankers
to await some positive announcement by the British
authorities as to how they propose to steady the
sterling rate in the future. There is much specula~
tion as to how Great Britain is going to meet the
Dec. 15 payment. It has been hinted that credits
may be arranged with New York bankers and there
have also been rumors of a British issue of bonds
in this market to offset the payment. The market
hears at one time that Great Britain will send gold
to cover any shortage which it may experience,
and at another that Great Britain has already
accumulated here sufficient dollar credits with
which to meet its obligations. But as a matter
of fact, all statements made at this juncture are
purely speculative as neither the British Treasury
nor the Bank of England are disclosing their methods
of operation.
. It is equally true that no reliance can be placed
In any statement relating to the present status of
the Exchange Equalization Account. Bear interests
claim from time to time that the account has been
greatly depleted. In all probability this is not so,
for although the Bank of England’s gold holdings
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have shown slight decreases in the past several
weeks, the London market is convinced that a very
considerable part of the gold coming to the open
market and recorded from week to week as sold to
an “unknown’ buyer, has been taken by the British
Treasury. Under normal conditions these gold
purchases would be reflected in increased bullion
holdings of the Bank of England. The operations
of the British authorities are being conducted with
great secrecy and short interests are as cautious
now as ever. Of course, seasonal pressure against
the exchange will continue for at least a month.
Despite the record low touched by sterling on Tues-
day of last week, there was no evidence of any
flight of funds from London. On the contrary,
foreign balances there seem to be in considerable
abundance as money rates in the open market have
returned to the easy levels which prevailed until
the first few days of December, when market rates
had firmed up owing to the great turnover in money
on Nov. 30, which was estimated at approximately
£700,000,000. Call money against bills was in
supply during the greater part of this week at from
4% down to 14%. Two-months’ bills are now at
%4%, whereas toward the end of November they
were at 19;. Three-months’ bills are at 34/% to
13-169%, where last week they had gone as high as
11-16%. Four months’ bills are 74% to 15-169,
and six-months’ bills are 1 1-169,. It is asserted that
the gold which has arrived in New York from Eng-
land during the past few weeks is not for the account
of the Bank of England nor for official purposes, but
largely represents private transactions and in some
cases transactions of other foreign central banks
which are trying to build up balances on this side.
These foreign balances were seriously depleted dur-
ing the “dollar panic” earlier this year. This week
the Bank of England shows a decrease in gold holdings
of £29,099, the total standing on Dec. 7 at £140,-
389,087, which compares with £121,517,240 a year
ago.

At the Port of New York the gold movement for
the week ended Dec. 7, as reported by the Federal
Reserve Bank of New York, consisted of imports of
$15,975,000, of which $13,216,000 came from Eng-
land, $995,000 from Canada; $919,000 from Holland;
$600,000 from India; $170,000 from Mexico, and $75,-
000 chiefly from Latin-American countries. There
were no gold exports. The Reserve Bank reported an
increase of $5,574,000 in gold earmarked for foreign
account. In our issue of last week, $2,363,000 was
reported as having been imported from Italy, while
this particular shipment of gold came from Nether-
lands. In tabular form, the gold movement at the
Port of New York for the week ended Dec. 7, as
reported by the Federal Reserve Bank of New York,
was as follows:

GOLD MOVEMENT AT NEW YORK, DEC. 1-DEC. 7, INCL.

Imports. Ezports.
$13,216,000 from England

995,000 from Canada

919,000 from Holland

600,000 from India

170,000 from Mexico

75,000 chiefly from Latin-
American countries

$15,975,000 total
Net Change sn Gold Earmarked for Foreign Account.
Increase $5,574,000.

The above figures are for the week ended Wednes-
day evening. On Thursday $1,996,300 was received
from Canada. There were no exports of the metal on
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that day, but gold held earmarked for foreign account
decreased $2,000,000. On Friday there were no
imports or exports of the metal or change in gold
held earmarked for foreign account. For the week
ended Wednesday evening, approximately $925,000 of
gold was received from China at San Francisco.
There were no other reports of gold having been
received at other ports on Thursday or Friday.

Canadian exchange continues at a discount. On
Saturday last Montreal funds were at a discount of
1534%; on Monday at 15%:; on Tuesday at 1434%;
on Wednesday at 1374%; on Thursday at 14349%,
and on Friday at 14149,.

Referring to day-to-day rates, sterling exchange on
Saturday last was dull and easy. Bankers’ sight
was 3.18%5@3.19, cable transfers 3.1814@3.19%4.
On Monday the undertone was firmer. The range
was 3.1724@3.20%5 for bankers’ sight and 3.17%4@
3.20}% for cable transfers. On Tuesday the pound
continued to improve. Bankers’ sight was 3.191{@
3.21, cable transfers 3.1934@3.21 3-16. On Wednes-
day sterling was sharply firmer. The range was
3.22)4@3.247% for bankers’ sight and 3.2234@
3.25 1-16 for cable transfers. On Thursday sterling
was easier. The range was 3.213/@3.237% for
bankers’ sight and 3.2174@3.24 for cable transfers.
On Friday sterling was steady; the range was 3.2214 @
3.23%4 for bankers’ sight and 3.2234@3.23 13-16
for cable transfers. Closing quotations on Friday
were 3.23 3-16 for demand and 3.2314 for cable
transfers. Commercial sight bills finished at 3.93;
60-day bills at 3.2234; 90-day bills at 3.22; docu-
ments for payment (60 days) at 3.22 7-16, and 7-day
grain bills at 3.227g. Cotton and grain for payment
closed at 3.23.

=2 UH R

EXCHANGE on the Continental countries con-

tinues to display great eage with respect to
the dollar, as all the units are under seasonal pres-
sure. French francs are exceptionally easy and
have during the past week been hovering close to
the gold import point from Paris, estimated at
around 3.90%4. Paris dispatches on Tuesday stated
that $15,000,000 in gold have already been shipped
from France to New York, Regardless of the
position of exchange the market is convinced that
French as well as British and other European
interests find themselves obliged to build up their
balances here, which were greatly reduced in the
summer when the dollar wag being widely sold.
Aside from the necessity for purchasing dollars to
build up these balances, and the seasonal pressure
against exchange, a further depressing factor influ-
encing the franc is the fact that the balance of pay-
ments is very unfavorable to France. This week,
the Bank of France shows an increase in gold hold-
ings of 17,503,386 francs, the total standing on
Dec. 2 at the new record high level of 83,359,065,633,
francs, which compares with 67,953,568,393 a year
ago and with 28,935,000,000 francs in June, 1928,
following stabilization of the unit, The Bank’s
ratio is also at record high level, standing on Dec. 2
at 77.959%, which compares with 60.26% on Dec. 4,
1931, and with legal requirement of 35%.

German marks show no change and are not affected
by the major events which now disturb the foreign
exchange situation. The mark quotation is, of
course, largely nominal and all foreign exchange
operations continue to_be severely restricted under
governmental decrees.
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Italian exchange has been exceptionally firm this
week, having fully recovered from the effects of the
break in the general foreign exchange market last
week upon the slump in sterling. The Italian busi-
ness and financial situation is particularly satisfac-
tory, so that the unit is not likely to be greatly
disturbed by the serious developments which have
been causing so much anxiety lately. Greek exchange
is one of the minor currencies in the New York
market, but interest attaches to it at this time
because of the fact that the Bank of Greece reduced
its rediscount rate on Dec. 3 from 109, to 99.

The London check rate on Paris closed at 82.85
on Friday of this week, against 82.00 on Friday of
last week. In New York sight bills on the French
centre finished on Friday at 3.9014, against 3.907%
on Friday of last week; cable transfers at 3.903%,
against 3.90 15-16, and commercial sight bills at
3.9014, against 3.9034{. Antwerp belgas finished
at 13.85 for bankers’ sight bills and at 13.8514 for
cable transfers, against 13.8414 and 13.85. Final
quotations for Berlin marks were 23.78 for bankers’
sight bills and 23.7814 for cable transfers, in com-
parison with 23.7614 and 23.77. Italian lire closed
at 5.1134 for bankers’ sight bills and at 5.1214 for
cable transfers, against 5.0614 and 5.0684{. Austrian
schillings closed at 14.1014, against 14.101%; ex-
change on Czechoslovakia at 2.9634, against 2.963%;
on Bucharest at 0.6014, against 0.6014; on Poland at
11.2414, against 11.2414  and on Finland at 1.4115,
against 1.4415. Greek exchange closed at 0.55 for
bankers’ sight bills and at 0.551% for cable transfers,
against 0.5614 and 0.5614.

e e

EXCHANGE on the countries neutral during

the war presents no new features. Swiss
francs and Holland guilders continue to display
ease, due partly to seasonal pressure, but chiefly
to an outward flow of funds from both countries to
other markets, especially to London and to a lesser
extent to New York. Both Switzerland and Hol-
land are expected to send considerable gold to this
side in the immediate future, as they made very large
withdrawals from the New York market during
the summer. The Scandinavian currencies fluctuate
more or less erratically, reflecting the swings in
sterling exchange. Spanish pesetas continue to
display the steady tone which developed many
months ago as confidence of the business world in
the Spanish financial and political outlook now
appears to be well established. The affairs of the
Bank of Spain, it is evident, are being conducted
with great conservatism. The bank manages to
increase its gold holdings steadily and at the same
time to prevent expansion in circulation.

Bankers’ sight on Amsterdam finished on Friday
at 40.16, against 40.183{ on Friday of last week;
cable transfers at 40.1614, against 40.19, and com-
mercial sight bills at 40.12, against 40.1415. Swiss
francs closed at 19.2215 for checks and at 19.2234
for cable transfers, against 19.221%4 and 19.23.
Copenhagen checks finished at 16.8414 and cable
transfers at 16.85, against 16.791% and 16.80.
Checks on Sweden closed at 17.7115 and cable
transfers at 17.72, against 17.591% and 17.60; while
checks on Norway finished at 16.711% and cable
transfers at 16.72, against 16.471% and 16.48.
Spanish pesetas closed at 8.15 for bankers’ sight bills
and at 8.1514 for cable transfers, against 8.16 and

8.16%%.
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XCHANGE on the South American countries
continues to be quoted only nominally and all
these units are laboring under serious difficulties
created by moratoriums and exchange control.
Recent dispatches from Buenos Aires state that the
provinces of Buenos Aires and Cordoba and one city,
Tueuman, are trying to negotiate moratoriums or
reduce interest and to effect other arrangements
with their foreign bankers. The Finance Minister,
Alberto Hueyo, is firmly opposed to moratoriums
of any kind. He insists that the Government’s
policy is one of “no moratorium and no emission.”
There can be no doubt that as soon as the world
depression has abated, there will be a complete
revision of the fiscal and currency systems of Argen-
tina.

Argentine paper pesos closed on Friday nominally
at 2534 for bankers’ sight bills, against 253/ on
Friday of last week; cable transfers at 25.80, against
25.80. Brazilian milreis are nominally quoted 7.45
for bankers’ sight bills and 7.50 for cable transfers,
against 7.45 and 7.50. Chilean exchange is nominally
quoted 61%, against 61%. Peru is nominal at 18.00,
against 18.00.

R

EXCHANGE on the Far Eastern countries pre-

sents no new features of importance. The
Chinese units are ruling low on account of the low
quotations for silver. The Indian rupee is of course
easy and fluctuates rather widely because of the
fluctuations in sterling, to which the rupee is anchored
at the rate of 1s. 6d. per rupee. Japanese yen

continue to fluctuate rather widely and is ruling
around the lowest levels ever quoted for the yen.
Leading financial authorities and the Japanese
officials have not yet come to any satisfactory

agreement with respect to projects for steadying the
unit.

Closing quotations for yen checks yesterday were
2015, against 2014 on Friday of last week. Hong
Kong closed at 213/@21 13-16, against 2114@
FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE

BANKS TO TREASURY UNDER TARIFF ACT OF 1922.
DEC. 3 1932 TO DEC. 9 1932, INCLUSIVE.

l Noon Buying Rate for Cable Transfers in New York,
Country ztzjnd“Monaarv Value $n United States Money.
nit.

Dec. 5. | Dec. 6.

Dec. 3. Dec. 7. | Dec. 8.

EUROPE—
Austria, schilling.
Belglum belga.
Bulgs.rla lev g
Czechoslovakla krone .
Denmark, krone

$ $
.139437 | .139437
.138482

.007200

$
.139437
138515
.007200
029622 | .029616 | .
.166700 | .167369 | .168084

3.188500 (3.199500 (3.228333 [3.231250 [3.234708
.014133 | .014200 | .014083 5| 014116
-039061 | .039040 | .039035 039035

.237642 | .237617 | . 237667

.005628 | .005603 | . 005375

401750 401550

174250 174250

.050850 051216

.164561 .166360

.111810 .111810

.030180 030180

005958 005979

081521 | 081482

3 3 3 175653 | . | 176584

Switzerland, franc. .| . s 192237 | .192246 | .192250

Yuxlslglavi& dinar..._| .013437 | .013425 | .013475 | .013450 | .013400
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$
.139437

Bungary pengo..

Italy, lira

Norway, krone. .
Poland, zloty ...

286666
.281666
275000

1292083
211875
1194687

194583

288541
.283541
.277031
203541
.212812
196562

105416

.290416
285416
.279062
.295833
214687
197500

197083

.294375
.288541
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| 299375
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21 13-16; Shanghai at 2814@283%, against 2774@
28; Manila at 492%, against 4934; Singapore at 3734,
against 3724; Bombay at 24 9-16, against 24.45,
and Calcutta at 24 9-16, against 24.45.

sl Do

HE following table indicates the amount of gold

bullion in the principal European banks as of

Dec. 8 1932, together with comparisons as of the
corresponding dates in the four previous years:

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

£

157,191,056
253,110,442
128,325,800
102,359,000
54,530,000
36,228,000
23,700,000
18,759,000
13,144,000
9,600,000
8,162,000

£

137,434,418
329,051,268
104,742,250
102,592,000
56,018,000
37,293,000
30,948,000
22,450,000
13,367,000
9,581,000
8,151,000

£

152,448,776
418,815,843
102,024,450
98,315,000
57,243,000
35,514,000
37,059,000
25,619,000,
13,422,000
9,560,000
8,135,000

£
121,517,240
519,628,547
46,032,900
89,874,000
60,241,000
75,096,000
73,085,000
59,181,000
11,433,000

£
140,389,087
666,872,525
36,935,000
90,369,000
62,846,000
86,050,000
74,501,001
89,166,000
11,443,000

England.- ..
France a..
Germany b

y
Netherlands
Nat. Belg.
Switzerland
Sweden_.__
Denmark. . 7,400,000 9,121,000,
Norway. .. 8,014,000 6,559,000

Total week|1,273,085,612]1,071,768,687| 958,156,069 851,627,936] 805,109,298
Prev. weekl!1,275,383,53411,000,932,552 958,689,312 844,649,940/ 804,700,096

a These are the gold holdings of the Bank of France as reported in the new form
of statement. b Gold holdings of the Bank of Germany are exclusive of gold held
abroad, the amount of which the present year Is £3,268,450.

The Plight of Parliamentary Government
in Germany.

While Great Britain, France and a number of
other European countries have been exerting them-
selves to avoid payment of their war debts to the
United States, Germany has been wrestling with
the problem of how best to maintain the form, at
least, of parliamentary government. The history of
parliamentary institutions affords few instances of
so long a delay between a general election and the
organization of a new Government as has occurred
in Germany, and still fewer instances of a party
situation so peculiar as to make it doubtful whether
the forms or the essential spirit of parliamentary
methods can be employed with success. Parlia-

mentary government rests upon parties, but in the

Reich the recent evolution of parties has resulted in
a stalemate, and the nation is again confronted with
a situation in which the new Ministry, however
efficient it may turn out to be, may not in any ac-
customed sense be regarded as reflecting a majority
party opinion.

It will be recalled that the general election of
Nov. 6 resulted in the return of a Reichstag in which
no party had anywhere near a majority, but with the
National Socialists or Hitlerites holding the largest
number of seats. No combination of parties that
could be counted upon to support the von Papen
Government appeared possible, and another dissolu-
tion of the Reichstag and another election seemed
clearly foreshadowed if Chancellor von Papen fol-
lowed the usual course of presenting his Cabinet
to the Reichstag and asking for a vote of confidence.
On Nov. 17, accordingly, after negotiations for party
support had signally failed, the Cabinet resigned.
The resignation was accepted by President von
Hindenburg, Chancellor von Papen being continued
in office pending a decision regarding the next step.
The next few days were spent in considering the
possibilities of a coalition, but it seemed clear that
no coalition could be formed that did not include
the Nazis or Hitlerites, and Hitler continued to
spurn any suggestion of co-operation that did not
give him complete control. On Nov. 1S President
von Hindenburg, who from the first insisted th:it the
national policies to which he was committed should
be maintained, removed one obstacle from the path
by issuing an emergency decree which completely
subordinated the Government of Prussia to that of
the Reich, all administrative authority in Prussia
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being turned over to a Reich commissioner. Prussia
was still represented in the Reichsrat, where it has
the largest number of votes of any State, but its
ability to obstruct the measures of the Reich was
eliminated by giving the Commissioner virtually
complete control of the proceedings of the Prussian
Diet.

In spite of his action in overriding Prussia, Presi-
dent von Hindenburg made it clear that he did not
intend to substitute presidential for parliamentary
government without first testing all reasonable
chances of securing a coalition. On Nov. 21, accord-
ingly, he gave Hitler an opportunity to form a
Ministry. The terms which he imposed, however,
were such as to insure that the new Ministry, if one
were formed, would be the reverse of radical. As
summarized by the Berlin correspondent of the New
York “Times,” the stipulations were that no change
should be made in the control of the Ministry of
Defense or in the conduct of the Foreign Office; that
the program of economic revival started under the
von Papen Government should be continued, thereby
insuring the continuance of the economic and social
services which the program embodied; that no cur-
rency experiments should be made that would en-
danger the economic situation; that the status of
Prussia as fixed by presidential decree should not
be interfered with; that any legislation enacted by
the Reichstag must be carried through in the usual
constitutional way without the necessity of resort-
ing to decrees, and that no restriction should be
placed upon the powers of the President, especially
his emergency powers under Article 48 of the Wei-
mar Constitution.

Hitler, it was reported, feared a trap, but his
position in itself was embarrassing enough. As a
leader of the Nazis he had vigorously denounced the
party system and parliamentary methods, but his de-
mand for recognition as a national leader rested
upon the fact that his party was the largest in the
Reichstag, and hence entitled to determine the com-
plexion of the Government. After two days of un-
successful conferences with his party associates and
representatives of other parties, he abandoned the
effort to form a parliamentary Cabinet, and on
Nov. 23 offered to give the support of his party to
a presidential or “presidial” Government on condi-
tion that he should be Chancellor. The next day, in
a letter written by Dr. Otto Meissner, President von
Hindenburg’s secretary, the offer was rejected. The
President was of the opinion, so the letter ran, “that
he could not justify himself before the German
people if he gave his presidential authority to the
leader of a party that has ever and again emphasized
its exclusiveness, and that has generally taken an
attitude of opposition to him personally as well as
to the political and economic measures deemed need-
ful by him. Under these circumstances the Presi-
dent must apprehend that a presidial Cabinet headed
by you would perforce develop into a party dictator-
ship, with consequent extreme intensification of the
divisions within the German nation. The President
could not square bringing about such consequences
with his oath and conscience.”

Following the failure of Hitler and the emphatic
rejection of his terms, President von Hindenburg,
on Nov. 25, turned to Dr. Ludwig Kaas, leader of the
Catholic Center party, and invited him to learn
whether it were possible to form a parliamentary
Government and, if so, under what conditions. Only
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the People’s party received Dr. Kaas’s overtures with
any favor, and the attempt was abandoned. Rumor
had it that the President, discouraged by repeated
failures, would make no further effort, but would
go ahead with his plan of presidial rule, possibly
with von Papen as titular Chancellor, but on Nov.
28 (General von Schleicher, Reichswehr or Defense
Minister and the reputed “strong man” of the von
Papen Government, began sounding party leaders and
prominent trade unionists regarding their willing-
ness to support a Ministry of “social concentration”
under his leadership. The program, it was under-
stood, contemplated an adjournment of the Reich-
stag until next spring, the Government in the mean-
time to drop the proposed constitutional and other
changes which had caused the von Papen Govern-
ment to be criticized as reactionary. Hitler, who
was invited to confer, failed to appear, but it was
thought that, notwithstanding his opposition, Gen-
eral von Schleicher would be able to command the
support of the moderate parties, and that the Op-
position would be less violent than it had threatened
to be if Chancellor von Papen were continued in
office.

On Dec. 2 Chancellor von Papen, the prospect of
whose continuance in office had provoked a threat
of a general strike, freed President von Hindenburg’s
hands by resigning, and General von Schleicher was
at once commissioned to form a Cabinet. The new
Cabinet, as presently constituted, was the same as
that of von Papen save for two portfolios, but Gen-
eral von Schleicher, in addition to the Chancellor-
ship, retained control of the Defense Ministry and
became also the Reich Commissioner for Prussia, the
latter office giving him immediate control of about
two-thirds of the police force of Germany. His first
meeting with the Reichstag, on Tuesday, afforded
no clear indication of what the relations between the
Ministry and the Reichstag may eventually be. A
decree of dissolution was ready for immediate use in
case of need, but although General Karl Litzmann,
who as the oldest member opened the session, in-
dulged in a speech in which he lauded Hitler and
bitterly criticized President von Hindenburg, the
Reichstag elected its president and other officers,
and rejected a demand of the Socialists and Com-
munists for a statement of the Government program
before the adjournment, which it was understood
would last until the middle of January, was voted.
One important bill, however, was introduced, call-
ing for an amendment of the Constitution which
would devolve the presidency of the Reich upon the

. president of the Supreme Court in case of the tem-
porary disability of the President, instead of upon
the Chancellor as at present. The bill, while spon-
sored by the Nazis, was acceptable to the President,
although it was widely believed that one reason for
von Hindenburg’s rejection of Hitler ‘was the fact
that Hitler as Chancellor would be in line for the
presidency in case of a temporary vacancy. The pro-
posed change, Hitler was thought to believe, would
remove the objection to his designation as Chancellor
without weakening his chances of election as Presi-
dent when von Hindenburg retired. An attack on
the bill led to a tumultuous demonstration in the
Reichstag on Wednesday, but the bill was passed on
Friday by more than the two-thirds vote which the
Constitution requires.

Students of government have more than once re-
marked that while the parliamentary system works
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best where one party commands a clear majority in
the national legislature, a division of the voters into
a number of groups, no one of which may represent
an actual majority, is perhaps a more natural ex-
pression of the various shades of public opinion. The
German situation shows the unhappy predicament
that may develop when, in addition to a multiplica-
tion of parties, the lines that separate the parties
are sharply drawn and party feeling is inflamed and
embittered. The formation of the von Schleicher
Ministry, after a sixteen days’ interregnum, still
leaves open the question whether the parliamentary
system is to continue or a presidial system is to be
substituted. There is much reason for thinking that
the favor with which presidial rule appears to be
regarded—and it cannot be said that the von Schlei-
cher Government rests as yet upon anything except
presidential authority—is very largely due to con-
fidence in the ability and integrity of President von
Hindenburg, but presidential governmentis, after all,
only another form of personal rule, and as such may
mean a step in the direction of restoring the mon-
archy.

The German situation has had an effect upon the
disarmament debate at Geneva. No one of the dis-
armament proposals that have been brought for-
ward has met with sufficient favor to justify hope
of agreement upon any of them, and the German
demand for arms equality is still unsatisfied. The
end of the attempt to bring about a universal reduc-
tion and limitation of armaments seems, accordingly,
to be near at hand. It should be clear now, if it was
not clear before, that the chances of peace are im-
proved by such non-aggression pacts as those lately
entered into between France and Russia and Russia
and Poland, more than by more elaborate schemes to
which all nations are expected to subseribe. The
war debt controversy, also, has been influenced by
the political changes in Germany. While it appears
to be the case that Great Britain and France still
expect to derive some advantage from the Lausanne
reparations agreement, even though they perforce
make the debt payments to the United States due on
Dec. 15, recent developments have made it even less
likely than before that the kind of ‘“satisfactory
settlement” of the debt question which the Lausanne
agreement contemplated will be made. On the
other hand, if the Lausanne scheme falls to the
ground, now that Germany’s creditors have stif-
fened the opposition of Congress, the attitude of the
von Schleicher Government toward any new arrange-
ment may be a determining factor. What with pre-
sidial rule in Germany and a united front on the part
of Europe’s war debtors, Germany may quite possibly
escape payment even of the 3,000,000,000 marks
which it conditionally agreed to pay at Lausanne.

The Western Railways’ Commissioner.

What can be done for themselves by our railroads
to preserve their solvency and restore their financial
health seems now on the way to a test. This is the
significance of the recent announcement by the trans-
Mississippi roads that they have appointed a “com-
missioner,” Harry G. Taylor, with the function of
mediator. Like the course of the savings bank and
insurance companies in creating the National Trans-
portation Committee, headed by Mr. Coolidge, which
will doubtless recommend self-help as well as Gov-
ernment relief, the Western commissionership,

almost certain of duplication in other regions, may
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be taken by investors as a benign harbinger. Indeed,
too long has railway management been discussed by
many of those with a stake in the outcome as if
ability, wisdom and grasp had oozed out of a group
of transportation developers and administrators,
only a little while ago the pride of America and the
envy of Europe. It is probable that when current
events have become history one of the most admired
phases of our emergence from the post-1929 strain
will prove to be the progress toward effective unity
and co-operative self-help achieved by these rail sys-
tems under the leadership of Richard H. Aishton,
Chairman of the Executives, a dollar-a-decade man
whose public-spirited service to his country is im-
measurably valuable.

The Western experiment does not result from sud-
den conversion of the railway managers to the neces-
sity for greater solidarity and mutual concession.
It is the culmination of long and difficult co-opera-
tive effort. We now know that the railway recovery
of 1921 to 1929 had within it the microbes of relapse
beyond all experience. This is much more obvious
to our hind-sight than it was to our diagnosis at the
time. The rate of return on property investment
had, to be sure, never been enough. Something
higher than the actual peak was essential as the
annual average. But the trend had been encourag-
ing. Reaching its apex in 1926, at 4.98, it sagged to
4.29 in 1925, but in the familiar way of earlier eras
crept up again—4.64 in 1928 and 4.97 in 1929, within
a point of the 1926 summit. The first unmistakable
warning of what was in prospect came when the
managers found themselves caught between capital
expenditures exceeded only in 1923 and 1926, under-
taken in 1930 at the behest of President Hoover, and
a mighty crash in gross earnings, which could be
met only in part by reduction in operating and
maintenance expense.

In the spring of 1930 a group in the Association
of Railway Executives began sounding out the heads
of the roads generally with a view to an agreement
for the protection of investments through mainte-
nance of remunerative rate levels. Co-operation
was not immediate. Regional unity fell short of the
indispensable completeness. Inside individual
lines, traffic officers did not see their way to advise
such steps as had then been formulated. Construc-
tive criticism and suggestion from investment
sources, notably F. J. Lisman, helped crystallize the
thought and purpose of remedial action in railway
management as well as among security holders, fidu-
ciary and individual. That the idea of unity was
evolving was clear in a few months, when the country
beheld a complete solidity of front in asking the
Inter-State Commerce Commission for the rate ad-
justment under which supplementary freight earn-
ings could be used to tide necessitous systems over
funded-debt maturities. Some consider that this
demonstration of capacity for leadership and con-
certed action justifies a prediction of ultimate re-
establishment for the rails.

The trail which Mr. Taylor is expected to blaze is
strewn with obstacles. Many external observers fail
to appreciate these. On the one hand, the managers
of each system are primarily responsible to the own-
ers, creditors, employees and to the population de-
pending upon it for service. How much they are
warranted in yielding for the common benefit, or
even for the common survival, is a matter of judg-
ment, upon which difference of view may be vehe-
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ment. On the other hand the very public to which
railway service is essential demands the preserva-
tion of competitive independence among carriers.
For a time following the legislation of 1930, with
its plan for rearrangement into a “limited number of
systems,” shippers seemed to be acquiescent in what-
ever might be directed toward solving the problem
of the strong and weak road. Subsequently organ-
ized shippers resumed their insistence upon com-
petition. Individual shippers to a large extent per-
sist in a demand for lower rates on pain of diverting
traffic, regardless of the effect on railway income,
to say nothing of resistance by some of them to re-
strictions upon the motor truck, a competitor not
only taking rail traffic away but aggravating the
difficulty of maintaining compensatory rail tariffs
on the tonnage retained. From various directions
comes obstruction to the abatement of excessive
duplication in service, especially passenger. So the
railway managers are torn between the forces that
drive them asunder and the stark necessity for team-
work. It is the problem described by Albert Fink,
in the ’80s, so far as that went, when having strenu-
ously but vainly striven for interline co-operation he
urged the erection of an Inter-State Commerce Com-
mission to save the roads from themselves and one
another.

Albert Fink, however, standing amid the debris of
bankruptcies and listening for more, cherished at
least the certainty that after the scale-down trans-
portation would continue to be almost all rail and
by citizen-owned corporations. Our generation has
seen how easy is Federal seizure, granted urgent occa-
sion. Through the day’s work stalks the spectre of a
rail breakdown due to starvation but attributed by
the public to the failure of the systems to sink their
several interests in the general necessity, for which
the sole remedy may appear to be unification through
Federal seizure. Added to this as a possible accel-
erator of Federal control is the still newer factor of
Federal loans secured by collateral which may in due
course make the Government a bondholder, tempted
or perhaps obliged to retain a large mileage for which
no market materializes, and operating it for the bene-
fit of “good faith” populations whom Congress is
unwilling to deprive of rail service. Albert Fink,
finally, never thought of a motor truck, a Federal
barge, a common carrier pipe line or an airplane.

With its present complications, the problem is
thrown into the Western laboratory. During the
months following news of the purpose, a search was
made for a personality to lead the effort. Those
reported to be under consideration included active.
and retired railway officers, incumbent and former
Inter-State Commerce Commissioners, and others of
wholly different status from the eventual nominee.
Mr. Taylor, it is true, has served in Nebraska as a
State legislator, and as a State Railway Commis-
sioner, but the predominant element in the experi-
ence which led to his selection is his successful and
popular service in the staff of the American Railway
Association, where the function of co-ordinating car
service nation-wide through 13 regional advisory
boards has given him among shippers in every branch
of activity an acquaintance probably unequaled.
His new duty is well defined in the word “media-
tion”—mediation among participants each retaining
the right of dissent, and concurring, when one con-
curs, through persuasion ; mediation among the rail-
ways, among shippers and between shippers and rail-
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ways. If this experiment does not succeed it is hard
to see what will. Railway security owners and

trustees, who properly reserve and have more or less
exercised the right to review the policies, programs
and performances of their executives, can greet with
gatisfaction and hope an experiment which evinces
perception, capacity for planning readjustments to
changing conditions and imagination and vigor in
putting new practices into effect.

El Dorado.

El Dorado, a country rich beyond all precedent
in gold and jewels. The Spanish sailing westward in
the sixteenth century sought it here. “It was some-
where on the Amazon”; more disputed, “it was on
the Gulf.” “It was on the Rio Grande”; some
asserted it was in Florida, and that in the heart of
this land of fabulous wealth there was a fountain
of perpetual youth. Ponce de Leon, disputing over
the wine in Cadiz, was sure that El Dorado and its
fountain was in Florida, in New Spain. He never
found it. The search continued down through the
eighteenth century, through the nineteenth century;
perhaps the quest is going on to-day. The word has
come to be incorporated in every language as a
synonym for a land where material wealth might
be easily acquired. We thank the great Spanish race
for the word ; it is now ours. We must thank Spain
again for another good, everyday American word—
bonanza, meaning fair weather at sea, prosperity,
success, a mine of wealth, a profitable thing, good
luck.

In ancient Goteborg, in Sweden, there is, or was,
an old inn with many curious inseriptions painted
in ornate characters on the walls of its public room.
One told the wayfarer: “In Stockholm there is a
nice inn on the King’s highroad where you will find
good beer and bread if you will bring it there.”

El Dorado lies at every man’s door. Your bonanza
lies under your feet. Your luck is ready to hand.
All is within; nothing is without, though it often
appears that men and peoples by dumb luck or
avarice or force or overreaching strike upon bonanzas
and sail away in fair weather on the sea of pros-
perity. Time proves the futility of all false acqui-
sitions. War, famine, depression, and mischance
step in to despoil the unable, because unlawful hold-
ers. Man individually and collectively is entitled
to life in all abundance. Tt is the most evident fact.
Religion and philosophy assert it; history and sci-
ence prove it. “That ye may have life and have it
more abundantly,” is the law. What do you seek?
Pay the price and take it away. There is no limit
to the supply, but the more precious the thing you
seek the higher the price. For everything we obtain
on a material, mental, or spiritual plane we must
pay, and pay on a basis of barter. For everything
we obtain we must barter the gold of our own spirits.
The books of the Eternal are kept on the double entry
system and its currency is on a gold basis. Goods,
ideas, prosperity, happiness, all in amplitude in ex-
change for gold.

Where to find the gold of the All Powerful? One
secures the gold of the spirit when he finds himself.
When he finds himself, he finds freedom and all
riches, achievement, and prosperity. High-sounding
talk? Noj; the most palpable evidence of American
history and biography, of all history. The concrete
proof is apparent even in current events if we but
open our eyes. Nothing substantial, lasting, power-
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ful, or moving was every accomplished, nor ever can
be, except by men discoverers in themselves of the
gold of the spirit, which commands dominion, power,
and accomplishment. Men who know themselves
know at once that all material things and ideas have
a spiritual counterpart or basis. They see it in
money, in credit. The law of supply and demand is
not to an awakened man merely an economic prin-
ciple, but the material manifestation of a spiritual
law. Such freedom-experiencing men see the same
principle operating in gravitation, in chemical affini-
ties, in macrocosm and in microcosm. The work by
which such men are publicly known is of relatively
small importance. The great thing is what they
privately think, experience, and feel.

America has long been the greatest of EI Dorados,
the stage upon which the most numerous of self-found
men worked their bonanzas and their miracles of
thought to the enrichment of themselves and man-
kind at large. There is no exploitation, only a
showering of gifts, easily bought by free spirits and
generously scattered on all hands according to the
expressed law of bargain of the Original, Permanent
Owner and First Producer. To the self-found man
of action all the money, credit, and capital goods he
can use. To the poet a very little of material com-
fort—all he can reasonably use, but a wealth of ex-
pression and a world-freeing volume ‘“Leaves of
Grass.” To the painter food and shelter enough, but
an hourly intoxicating joy in form and color. To
the musician simple things needful for him only,
but the key to a universal language, the esperanto of
the soul.

Mackay, O’Brien, Hearst and Fair, brave young
Americans of 1849, found gold in themselves before
they struck it rich in California. They had to. “If
there is gold there,” they told one another, “we’ll get
our share.”

George Peabody of Salem carried a tarpaulin-cov-
ered dry goods pack on his back from house to house.
Really a dry goods pack, and on his back? No, not
really. The pack was loaded with philanthropy, the
textiles merely a covering. On his back? In appear-
ance merely. In his head he carried a burden of gold
of the spirit which he hastened to distribute but
could not deplete his store; nor can be ever, though
long since in his grave, so much he bought and paid
for in the purest gold.

How great must have been the spiritual wealth of
such a free self-found man as James J. Hill, who
built the Great Northern RR. from nowhere to
nowhere, in a wilderness where no one lived. His
madness founded an empire. By spiritual force he
turned forests and plains into a thousand El Do-
rados, and by the same force commanded all the
gold and credit needed from the markets of Amster-
dam and London and enabled millions of Americans
to discover for themselves great bonanzas in the
cold Northwest.

Thomas A. Edison said a few years before he died :
“Ideas come from space. This may seem astonish-
ing and impossible to believe, but it is true. Ideas
come from out of space.” Surely Edison should have
known, for few men ever received or gave forth more
ideas. Propriety forbids pointing to the achieve-
ments of living men in this land of El Dorados, but
as one writes one sees them—men known to us,
marching by in solid array, strong individualists,
men who have found themselves, men awake in the
spirit, receiving bountifully of power, scattering the
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riches of their strength in human service on all sides,
giving employment to our hands, or delight to our
eyes, or filling our souls with the rapture of music.
Let us not seek doles and sops from political powers.
So we forge chains and fetters upon ourselves.

Let each man seek the Il Dorado within himself.
Power is plentiful. The source is inexhaustible. As
the Canonical Fathers of the church expressed it,
that which is received is according to the measure
of the recipient. It is not the power that is lack-
ing, it is the will. When one finds oneself the will
becomes automatically set toward E1 Dorado.

By a full and powerful imagination anything can
be brought into concrete form. The great physician,
Paracelsus, said: “The human spirit is so great a
thing that no man can express it; could we rightly
comprehend the mind of man nothing would be im-
possible to us upon the earth. Through faith the
imagination is invigorated and completed, for it
really happens that every doubt mars its perfection.
Faith must strengthen the imagination, for faith
establishes the will.” Faith is personal, individual.
Salvation, any way you take it, is personal. Faith
comes in the finding of one’s self. This self-finding
establishes a clear realization of one’s identity with
the Eternal. Strong, self-assertive men built up
this 1 Dorado of America. ‘“Man, know thyself,”
thine own individual self, is everlastingly the su-
preme command. Self-knowers dwell always in El
Dorado; they drink from the fountain of youth, and
are at all times own owners of all they wish to enjoy.

Salter Report Goes in for Some Criticism.

The report dealing with the question of railway
and highway transportation in England, which was

prepared on Aug. 17 by a group of British experts
headed by the celebrated economist, Sir Arthur
Salter, has now come in for some criticism by the
Federation of British Industries, the Motor Legisla-
tion Committee and the Mansion House Association
on Transport.

The report was reviewed in the Sept. 3 issue of
the “Chronicle,” on pages 1544 and 1545, and now,
according to the “Railway Gazette,” the criticisms
expressed by the several organizations vary to some
extent, but it is significant that so far as the taxa-
tion of road vehicles is concerned, they are unani-
mous in urging the Minister of Transport to attach
more weight to the recommendations of the Royal
Commission on Transport than to those of the Salter
Conference. Back in 1930 the Royal Commission
recommended that in the future one-third of the cost
of the highways should fall on the rate-payer and
two-thirds should be borne by the motorist. This
recommendation was not implemented by legislation,
and the Salter Conference expressed the view that
the total contributions payable by all classes of
mechanically propelled vehicles should be equal to
the curernt expenditure on the roads. At the same
time the Federation of British Industries admits that
some redistribution of the present burden of taxa-
tion is necessary and agrees with the Royal Commis-
sion’s view that some of the heavier vehicles do not
pay by way of direct taxation a fair contribution
proportionate to that paid by the lighter vehicles.

The Motor Legislation Committee, while submit-
ting that the basis of taxation propounded by the
Conference is unsound, does not offer any alterna-
tive basis for the present scale of taxation which
makes no differentiation between five-ton vehicles

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

Financial Chronicle

Dec. 10 1932

and those of heavier weights. Since this Committee
indicates their preference for the scale proposed by
the Royal Commission, it may be inferred that they
are agreeable to increased duties on vehicles exceed-
ing five tons in weight, although this is not ex-
plicitly stated. It is important to note, therefore,
that the Royal Commission recommended that ad-
ditional steps at each ton over five tons should be
provided in the existing scale for the purpose of taxa-
tion, with a substantial increase in the duty payable.
They did not propose any particular scale, but ex-
pressed the opinion that there was no reason why
the duty payable in respect of an unloaded motor
vehicle weighing between nine and 10 tons should not
be as high as £120 per annum. A graduated scale
is precisely what the Conference has recommended,
although, after going into detailed calculations, they
have worked out actual scales upon the basis of
which nine to 10-ton motor vehicles, fitted with pneu-
matic tires would pay £226 per annum, instead of £48
as at present, and £120 recommended by the Royal
Commission.

The Mansion House Association, on the other hand,
does not dissent from the application of the prin-
ciple on which the Conference have based their taxa-
tion proposals. At the same time they express doubt
as to whether the allocation of annual license duties
is a correct apportionment according to user, and,
after making certain statistical criticisms, suggests
that in equity adjustments should be made to recog-
nize to a greater extent the factor of actual road
usage in respect of motor trucks. In common with
the two organizations previously mentioned, the
Association submit that the figure of £60,000,000 per
annum, assumed by the Conference as the annual
road expenditure for the next five years, requires
the most careful investigation, having regard to the
large proportion of this sum which represents major
improvements and new construction in connection
with which there are distinct possibilities of curtail-
ment of expenditure in the future. This is a fair
criticism, says the “Gazette,” but it is assumed that
if the general principle upon which the Conference
have based their proposed scales of license duties is
accepted, it would be comparatively easy to relate
any reduction in the total road expenditure to the
quantum of those duties. The Association also
urge, reasonably, that whatever basis of taxation
is ultimately adopted, it should not be stabilized
for a longer period than two or three years, in order
that any savings in road expenditure may be re-
flected. in taxation.

The London “Railway Gazette” points out that
the insistence of the three bodies on the necessity
for acting upon the recommendations of the Royal
Commission on Transport rather than those of the
Conference is not without humor, in view of the fact
that both suggested that motor truck operators
should be licensed and that the licensing system
should insure (a) the fitness of the vehicle (b) the
application of the proper wages and conditions of
service to the employes of the truck owners. Only
the Mansion House Association, however, express
approval of these recommendations. The Royal
Commission and the Conference also urged that an-
cillary users should not be allowed to convey return
loads, but all three trading organizations turn down
the dual recommendations. Further, both the Com-
mission and the Conference agree that it is not in
the national interest to encourage further diversion
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of heavy freight traffic from the railways to the
highways and ask the Minister of Transport to ob-
tain powers to prohibit certain traffies being trans-
ferred to the road in the future, but this point is also
ignored by the trading organizations.

The Federation and the Association each regards
the recommendation of the Conference for the in-
stitution of a record of journeys as impracticable,
while the former also ask the Minister to consider
the possibility of relieving the railways of as many
statutory obligations as possible. The “Gazette”
suggests, however, that in the main these are designed
to protect the interests of the trading community
and indicates that traders would strongly resent
any modification in the control of railway rates by
the Railway Rates Tribunal. Further, it cannot be
doubted that any alteration which might be pro-
posed in the law of undue preference would meet
with intense opposition by traders. The reference
made by the Federation and Association to the
anomoly existing under the Railway Act. 1921, by
which two entirely distinet statutory bodies control
operating costs and rates and charges respectively
is deeply appreciated. Incidentally, the Railway
Rates Tribunal, in their 1932 review of the standard
and exceptional charges, called the attention of the
companies to the widely prevalent view that their
policy vis-a-vis their workmen led to a wage operat-
ing cost largely out of proportion to what it shonld
be.

Finally the Association remark that they can
only view the Conference Report as part of a much
wider inquiry which is necessary before any definite
legislative action is taken., Tt is necessary to note,

therefore, that the Royal Commission on Transport

recommended that a permanent advisory on trans-
port be appointed to advise the Minister of Trans-
port as to the action he might usefully take to pro-
mote the co-ordination, improvement and develop-
ment of transport. On the other hand, the Salter
Conference make it quite clear that their recom-
mendations are only a preliminary stage to the
fundamental problem of co-ordinating and therehy
cheapening transport in the national interest. Such
a task involves the problem of determining as scien-
tifically as possible the spheres in which the re-
spective forms of transport can function economie-
ally. Ttmust be admitted that certain short-distance
traffic formerly conveyed by railway can now be
carried more quickly and cheaply by motor truck.
Conversely, there is no doubt that a great deal of
traffic has been diverted from the railways to trucks
through the failure to put the taxation on motor
trucks on a proper basis. Once this position has
been adopted, and the resnlts closely observed over
a period of time, it will be possible to proceed with
the study of the much more difficult but essential
task of co-ordination to provide the most economieal
system of transport.

The Course of the Bond Market.

The current week in the bond market was characterized by
a firming of prices which at the close of the week, were slightly
higher for most groups. President Hoover’s message to Con-
gress, and particularly the part recommending the man-
ufacturers’ sales tax, apparently made for better sentiment.
Moody’s price index for 120 domestic bonds on Friday was
79.11 as compared with 78.66 a week ago and 79.34 two
weeks ago.

The movement in United States Government obligations
was the outstanding feature of the bond market during the
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week, these issues having moved into new highground for the
year. On Aug. 11 1932, Moody’s price index for eight long
term T easury bonds was 101.80. On Thursday, thisjlevel
was duplicated and the close on Friday was 101.82. Last
week the index stood at 101.45 as compared with 101.50 two
weeks ago. The probable cause for this rise was the antic-
ipation that Congress would balance the budget.at this
session. The Deec. 15 Treasury financing might be taken as
a forerunner of a balanced budget as the one-year 349,
certificates and the four-year 2349 notes provided only
sufficient funds to care for the $600,000,000 maturities of
this date.

Most railroad bonds experienced price recovery last week.
The improvement was not confined to high grade bonds;
second grade and highly speculative issues also participated
in the recovery. In the absence of news favorable to rail-
roads, the advances would seem to be of a technieal nature.
One of the more spectacular advances was in the Mobile &
Ohio gen. mtge. 4s, 1938, which are outstanding in the hands
of the publie in small amount (most of the bonds are pledged
as collateral for the Southern Railway Co.—Mobile & Ohio
coll. tr. 4s, 1938). They have been benefited by the an-
nouncement that the trustee has funds to retire the bonds
under sinking fund provisions. This issue advanced from
4015 to 63 a gain of 2214 points for the week. Other advances
were experienced by Baltimore & Ohio conv. 414s, 1933, from
61 to 6314, Erie ref. & imp. 5s, 1967, from 24 to 2614,
Southern Pacific deb. 4 14s, 1969, from 43 to 45 7%, and Union
Pacific 1st mtge. 4s, 1947, from 94 to 98. Among the declines
registered are those of Chicago, Milwaukee, St. Paul & Pacific
50-year mtge. 5s, 1975, from 1924 to 19, Colorado & Southern
Railway gen. mtge. 414s, 1980, from 51 to 4934, and Wis-
consin Central Railway 1st mtge. 4s, 1949, from 31 to 1534,
the latter a reflection of the previous week’s announcement
of the appointment of receivers. The 40 railroad bond price
index was 70.05 on Friday, 69.86 last Friday and 70.20 two
weeks ago.

The current week opened up in desultory fashion with
interest lagging in utility bonds, movements in such issues
being quite irregular. From Tuesday on, however, prices
turned upward and utility bonds were prominent in this
movement. All grades took part and volume was on an
increased scale. High grade issues were particularly in
demand and noticeably high levels were attained by Ameri-
can Telephone & Telegraph 514s, 1943, Brooklyn Union
Gas 5s, 1945, Consolidated Gas 5s, 1957, New York Gas,
Electric Light, Heat & Power 5s, 1948, Consolidated Gas,
Electric Light & Power of Baltimore 514s, 1952, and West
Penn Power 4s, 1961. Lower grades were more spotty,
but there was discermible strength in such issues as Arkansas
Power & &Light 5s, 1956, Cities Service 5s, 1950, Chicago
Dastriet Electric Generating 514s, 1935, Gatineau Power 6s,
1941, Western Union 614s, 1936. The International Tele-
phone & Telegraph bonds were noticeably weak on Tuesday
following an unfavorable announcement concerning the
Spanish subsidiary, but some recovery took place later on
with a modification of Spanish policy. The price index
for this group stood at 84.60 on Friday, as compared with
83.60 a week ago and 84.10 two weeks ago.

General rallying tendencies were evident in the industrial
bond list for the week. However, except in the highest grade
sections, the action of the stock market and trade news
naturally dominated, making for irregular and divergent
movement by groups and issues. After holding for a con-
siderable period, steel bonds were weaker, Otis 6s, 1941,
declining to 22, and Youngstown Sheet & Tube 5s, falling
back to 57. A good tone continued in the oils. Only fair
retail sales reports for November caused a softening in prices
of merchandising issues. Seasonal motor talk and anticipa-
tion of new model production brought a better trend to the
prices of Dodge Bros. 6s, 1940, and Studebaker 6s, 1942,
Clarification of the Louis K. Liggett lease tangle saw United
Drug 5s, 1953 recover a few points to 47. A comparative
new comer to the list, Owens Illinois Glass 5s, 1939, made
a new high at par, while Crown Cork & Seal 6s, 1947 were
firm near their high for the year, in anticipation of legal beer.
With the proposal to holders of $8,684,000 Lehigh Valley
Coal 4s and 5s of January 11933, to accept only 50% in cash
at maturity and bonds for the balance, another major cor-
poration reflected the extended poor industrial circumstances.
No December 1 interest had been paid on Schulte Real Estate
6s, 1935, up to Friday. Moody’s industrial price index was
83.97 on Friday, as compared with 83.85 a week before and
84.22 two weeks ago.
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The foreign bond market gave evidence of some strength,
particularly noticeable in Argentine and Australian bonds.
German Government, corporation and municipal issues as
well as the obligations of Colombia Mortgage Bank also
moved up somewhat. The bonds of the Kingdom of Norway
and Belgium recorded slight gains. Among the issues which
showedlittle change in theirrespective market valuations were
the Italian, Hungarian and Japanese government issues. The
various Japanese public utility credits listed in our market
evidenced irregular tendencies, some gaining slightly while
others declined fractionally. Bulgarian bonds were some-
what lower, the same as Czechs. Sharp drops took place in
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the City of Prague 8s and the City of Buenos Aires 614s.
Uruguayans were also weak. Moody’s foreign bond yield
average on Friday stood at 10.46 %, as compared with 10.54%
a week ago and 10.549, two weeks ago.

The outstanding interest in the municipal market was the
narrowly averted default of the City of New York by the
margin of only ten minutes. Bankers agreed to provide funds
for bond service as a result of promised cuts in the budget.
City bonds recovered about 3 points on the news. High and
medium grade issues were firm. Strength continued in
Miami, Florida, bonds.

Moody’s bond prices and bond yield averages follows:

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

MOODY'S BOND YIELD AVERAGES.t
(Based on Individual Closing Prices.)

120 Domestics
1932 by Groups.
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prices by months back to 1028, refer to the “Chronicle’ of Feb. 6 1932, page 907.

They merely serve to lllustrate in a more comprehensive way the relative levels and the relative move-

For Moody’s index ot bond

Bond Guarantee on State Funds Held Wasteful by
President O. R. Kelly of County Trust Co. of
New York—Says High Interest and Surety Wipe
Out Profits—Contends Privilege of Examinations
Sufficient.

Operations of the law requiring deposit guarantees on
State funds adds materially to the difficulties of banks
used as State depositaries, is unnecessary from the safety
angle, produces no tangible benefits and is diseriminatory
to other bank depositors, according to Orie R. Kelly,
President of the County Trust Co. of New York. Mr.
Kelly [we quote from the New York “Herald Tribune’
of Dec. 4] emphasizes that by reason of existing money rates
on short-term loans, combined with higher interest exacted
on State funds and .the added expense of surety guarantees,
it is impossible for banks to make a profit on such deposits.
He urges a change in the State law to abolish the surety
bond for State deposits. The “Herald Tribune’’ continued:

The State, declares Mr. Kelly, having the privilege of examining the
records of banks under its supervision at any time, is amply procected
without such bonds, which consequently are an added and unnecessary
expense to the banks.

Sees Public Confidence Affected.

“The requirement of a surety bond guaranty inflicts not only a monetary
{njury upon the bank, but also is fraught with the danger of affecting public
confidence in even the strongest banking institution,” Mr. Kelly points

out. This would apply praticularly to banks licated in small communities
where the withdrawal of surety bonds for technical or other reasons would
be likely to become common property.

Four major arguments may be marshaled against the guarantee require-
ments, according to Mr. Kelly:

‘1. Under the State statates, the State is a preferred creditor. If, in
addition to this priority, the State requires a surety bond quaranty no one
could be surprised if this contributes to a feeling of public distrust in bank-
ing institutions. The request for surety bond or deposit of State bonds is,
in effect, a demand for double security. TFunds of the Insurance Depart-
ment, counties, cities, &c., are usually guaranteed by bonds or the alloca-
tion of bonds. Thus, such funds enjoy a position which, in the eventfof
any difficulty, may very well be resented by individuals and corporate
interests.

Others May Make Same Demand.

“It is only logical to expect that, following the example of the State,
counties and cities, other large depositors such as charity organizations,
corporations and individuals may make this sama demand, resulting in an
ever increasing burden. Naturally this would directly affect both interest
rates and bank earnings, thus weakening the position of those financial
institutions which state officials should pe most anxious to strengthen.

2. An unusual degree of protection is afforded to the State as a depositor,
not open to other deposicors, in that it may inquire into the condition of its
depositaries, in the most minute detail, at any time.

“Certainly no depositor is in a better position to ascertain the condition
of the banks In which its funds are deposited, As a matter of course,
examinations are made semi-annually. Should any question of doubt arise,
it Is within the power of the State Banking Department to make supple-
mentary examinations of the banks concerned, quarterly, monthly or weekly
for the purpose of obtaining any desired information.

“‘It is my feeling that, in addition to credit priority, the appointment or
selection of State depositaries by the Comptroller, subject to the approval
of the State Banking Superintendent, affords adequate protection for State
funds.
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No Losses in 100 Years.

“3 . The record of experience with regard to losses on State funds resulting
from bank failures furnishes what might be considered a conclusive argu-
ment to disprove the necessity for covering such deposits with surety bond
guaranties. (Iam informed that there has been no such loss within the last
100 years, and certainly none since the establishment of the Banking De-
partment and attendant provisions affecting the priority of State funds.)

4. Pinally, the burden of interest rates, plus surety premiums imposed
on the depositary banss, particularly under present conditions, is not to
be overlooked.

«The State of New York now receives a rate of interest which, when con-
sidered in conjunction with surety bond premiums, makes these accounts
unprofitable. Compared with the usual rate of }§ of 1% on private ac-
counts, State deposits require a rate of 1 to 2% or an average ofabout 14 %.
When 4 of 1% must be added to this for surety premiums the rate becomes
29,. 'Then, when taken into consideration that a reserve of 13 to 15%
of the deposit must pe held in cash, the rate on the remaining 85%—the
amount actually employed—amounts to over 23 %.

Mostly Demand Deposils.

“Now, by far the greater part of New York State, county and municipal
deposits are ‘demand deposits.’ The annual report of the Secretary of the
United States I'reasury for June 1930 shows vhat the total of such demand
deposits in New York State was $368,825,000 compared with $56.504,000
in time deposits. Demand deposits restrict the employment of funds to
short-term paper and the call loan market, chiefly the latter. A comparison
of the call loan rates daring the last year with the apove cost of carrying
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State deposits (at about 214 %) is little short of ridiculous. At the present
time the call money rate of 1% allows no margin of profit to the bank.
“It is the average earnings of a banking institution that determine its
solvency. Reference to vhe statistical abstract of the United States (1930)
and the Federal Reserve System reveals that these earnings were as follows

1926. 1927. 1928. 1929. 1930.
$1.39 $1.36 $1.45 $1.56 5.87

“‘For the year 1929 figures are given which show that net profits at $100
of earning assets for national bank mempers were $1.34, compared with the
$1.90 for ‘State banas,’ &c. With these low margins of profit, it is apparent
that the relatively higher rates on State deposits, plus surety fees, may
represent a liability rather than an assev to many banks.

Help to Float Bonds.

‘“‘State officials cannot neglect the fact chat it is the banks that are the
most helpful in the flotation of State bonds. Without their help many
difficulties would ve encountered.

‘It is my firm conviction that the Stave can best serve its own inverests
aad chat of the sound banking instituticns within the Svate, reflecting the
financial status of the Commonwealth, by removing all requirements re-
lated to surevy bond guaranties on State deposits. If there appeared any
real necessity for such a provision, my opinion might be radically revised.
Under the circumstances, however, it is apparent that this requirement
not only affects the earnings and hence the stability of the State banks,
but public confidence, which is of equal if not of greater importance."

The New Capital Flotations During the Month of November and for the

With the Presidential election under way, new financing
during November was at a low ebb and, indeed, the new
issues brought out were the smallest of any month since
October of last year following the action of Great Britain
the month before in suspending gold payments when the
whole financial world was completely upset as a consequence.
With the new flotations so light, the result is to give further
emphasis to what we have said in all recent previous months,
namely, that ordinary financing now holds a decidedly
subordinate place to the financing done by the U. S. Govern-
ment. For this reason in any analysis and review of the
demands made upon the money and investment markets
consideration must first be given to the new issues brought
out by the U. S. Government. Then, also, it must be

remembered that much of the financing formerly done in
the ordinary way through corporate undertakings and by
States and municipalities is now being done by the United
States through the Reconstruction Finance Corporation and

other Government agencies. It should not be forgotten,
either, that the United States presents its offerings in very
tempting form, stripping them of all requirements to pay
income taxes, not merely the normal income taxes, but the
surtaxes as well, an important consideration now that the
income tax rates have been very greatly raised.

As a result of all this, new financing by the United States
now represents larger new debt ereation than all other sources
of new capital issues combined. The shrinking in the volume
of new capital issues brought out in the ordinary way is of
course easily explained. It is due to the fact that general
investment and market conditions have continued highly
unfavorable, making it risky business to undertake the
floating of new securities, even those of a very choice type.
In a measure, also, the Government has really been pre-
empting the ground and certainly it has been occupying
the investment field to the disadvantage of ordinary financ-
ing, a matter of no small consequence, especially in view of
the fact that owing to the prevailing loss of confidence in
security values generally, the demand on the part of the
investing public has been almost entirely for the highest and
best type of security investment—and obviously nothing
could be higher or better than a United States obligation,
though that does not mean that such an obligation may not
suffer sharp depreciation on occasions, as the investor has
learned from sad experience. In recent months, cerfainly,
U. 8. Government financing has been of far larger magnitude
than the ordinary financing as represented by the borrowings
of corporations, municipalities, farm loan emissions and the
like. Therefore, we now pursue the practice of dealing
with it before dealing with our compilations relating to
ordinary financing.

In any study of new financing the important point is to
know how much of the financing represents distinctly new
capital, as distinguished from issues made to provide for the
taking up and retiring of issues already, outstanding, and
which are to be replaced by the new issues. And this is
particularly true with reference to the placing of U. S.
Government securities. Treasury bills are all the time
maturing, having a life usually for only 90 to 93 days, and
have to be replaced with other issues, while Treasury

11 Months Since the First of January

certificates of indebtedness are another form of short-term
borrowing which has to be periodically renewed without
swelling the outstanding aggregate of indebtedness. So long
as the Government was showing huge budget surpluses and
the Government indebtedness was as a result being steadily
and largely reduced, the matter was of little consequence,
but now that there is a budget deficit running into billions
a year, it is important to know the extent to which the
Government itself is obliged to have recourse to the in-
vestment and money markets.

During November new obligations brought out by the
U. S. Treasury were not of the magnitude of those offered in
other months and as a matter of fact they consisted entirely
of sales of Treasury bills on a disecount basis. There were
four of these bill offerings during November and the aggre-
gate of the bills disposed of reached $310,536,000, the whole
amount being for the purpose of taking up maturing issues
and involving therefore no new capital and no addition to
the public debt. The details of these issues follow im-
mediately below.

New Treasury Offerings During the Month of November.

An issue of $75,000,000 or thereabouts of 91-day Treasury
bills was announced by Secretary of the Treasury Mills on
Nov. 1. The bills were dated Nov. 9 1932 and will mature
Feb. 8 1933. The total amount applied for was $229,939,-
000. The amount accepted was $75,056,000. The average
price was 99.945, the average rate on a bank disecount basis
being 0.22%. They were all issued to replace maturing
bills.

Mr. Mills on Nov. 9 announced a second offering of 91-day
Treasury bills in the amount of $75,000,000 or thereabouts.
The bills were dated Nov. 16 1932 and will mature Feb. 15
1933. The total amount applied for was $311,766,000. The
amount of bids accepted was $75,480,000. The average
price was 99.948, the average rate on a bank discount basis
being 0.21%, all issued to replace maturing bills.

On Nov. 17 still another offering was announced by Mr.
Mills, this time of 92-day Treasury bills in the amount of
$60,000,000 or thereabouts. The bills were dated Nov. 23
1932 and will mature Feb. 23 1933. The amount of tenders
received was $270,688,000. The amount of bids accepted
was $60,000,000. The average price was 99.957, the average
rate on a bank discount basis being 0.179%. All issued to
replace maturing bills.

A further issue of $100,000,000 or thereabouts of 91-day
Treasury bills was announced by Secretary of the Treasury
Mills on Nov. 22. The bills were dated Nov. 30 1932 and
will mature March 1 1933. The amount of tenders received
was $302,630,000. The amount of bids accepted was
$100,000,000. The average price of the Treasury bills was
99.966, which made the average rate on a bank discount
basis 0.13%, a record low. All were issued to replace
maturing bills.

In the following we show all the Treasury financing back
to the first of January. The result is found to be that the
Government disposed of $7,498,260,600 during the 11 months
to Nov. 30, of which $4,438,741,500 went to take up existing
issues, and $4,059,519,100 constituted new debt.
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UNITED STATES TREASURY FINANCING DURING FIRST ELEVEN
MONTHS OF 1932.

Date
Offered.

Amount
Applied for

$169,337,000
19 1

Amount
Accepled.

$50,175,000| Average

Dated. Price. Yiela.

99.272|1*2.875%
99.358(*2.40%

Jan. 7llan. 13%[91 days
Jan. 17{Jan. 25|93 days 50,937,000| A verage
Jan. 25 6 months| 395,¢ 227,631,000 100
Jan, 25 1 year 2, § 37: () 100
Jan. 31| 93 days Averade
Feb. 7 93 days 7 Average
Feb. 1G|Feb. 91 days 30( 62,551, Average
Feb. 24/» - 28 S 2 101,412,000| Average
Mar. 5|Mar. . a28,000,000 100
Mar. 6/) 7 month-| 952,619,500 333,492,500 100
Mar. €| b year 2,450,606,000f 660,653 } 100
. 23| M s 91 days 360,198,000 L000[Average 99.474
7|Apr. 15[91 days 399,374,000 76.200.000(Average 99.735
14(Apr. days 289,740, 75,600,000| Averaze 99.842
. 21lApr. 27 days 241,451,000 51,550,000|Average 99.841(°0.63%
. 252 2 year 1,699,868,000f 239,197,000 100
. 25|May 2| 2 years [2,496,428,700| 244,234,600 1
days 351,661,000 76,744,000| A verage
days 395,069,000 75,000,000/ Averaze
days 334,818,000 60,050,000| Averaze
91 days 296,503,000| 100,200,000|Averaze
1 year 1,653.814,000| 373,856,500 100
5| 3 years |1,143,563,400| 416,602,800 100
29191 days 292,881,000 100,466,000(Average 99.897
90 days 273,658,000 75,278,000|Average 99.904
91 days 241,256,000 75,923,000|Average 99.899
91 days 191,613,000| 83,317,000|Average 99.882
2 years [1,706,626,800| 345,292,600 100
4 years [3,804,72:2,700( 365,138,000 100
91 days 333,468,000|  75,217,000(Average 99.866!
91 days 333,747,000 75,016,000(Average 99.878
91 days 347,816,000 62,350,000{Average 99.894
91 days 463,281,000| 100,500,000|Average 99.918
5 years [4,351,749.900| 834,401,500 100
1 year 3,069,449,000| 451,447,000 100
91 days 412,500,000 100,665,000(Average 99.941
92 days 259,468,000 75,954,000{Average 99.951
N Oct. 434 years|8,368,343,700| 508,338,600 100
. 12|Oct. 91 days 252,465,000|  75,110,000|Average 99.965
. 19|Oct. 26|91 days 227,202,000f 80,295,000|Average 99.951
1/Nov. 91 days 229,939,000 75,056,000(Average 99.945
. 9|Nov. 16|91 days 311,766,000 75,480,000(Average 99.948
. 17|Nov. 23|92 days 270,688,000 60,000,000| Average 99.957
Nov. 22|Nov. 30191 days 302,630,000 100,000,000/ Average 99.966

* Average rate on a bank discount basis. a Approximate.
USE OF FUNDS.

99.314
99.287
99.312
99.369

99.829
99.893
99.927
99.919

Oct.

Total Amount
Accepted.

$50,175,000
50,937,000
227,631,000

Type of
Securtty.
Treasury bills
Treasury bills
3349 "Treasury cotfs.
434 % Treasury ctfs.
Treasury bills
Treasury bills
Treasury bills
Treasury bills
2% Treasury ctfs.
3147 Treasury ctfs.
334 % Treasury ctfs.
‘Treasury bills
Treasury bills
Treasury bills
Treasury bills
2% Treasury ctfs.
3% Treasury notes
Treasury bills
Treasury bills
Treasury bills
Treasury bills
134 % Treasury ctfs.
-|3% Treasury notes
Treasury bills
ury bills
Treasury bills
Treasury bills
234 % Treasury notes
32 % Treasury notes
Treasury bills
Treasury bills
Treasury bills
Treasury bills
-|3¥ % Treasury notes
-|11X4 % Treasury cts.
Treasury hills
Treasury bills
3% Treasury notes
Treasury bills
Treasury bills
Treasury bills
Treasury bills
Treasury bills
Treasury bills

Refunding. | Indebtedness.

$50,175,000
50,937,000
50,000,000,

76,399,000
75,689,000

62,851,000( 62,851,000
10 ,412,000

101,412,000

*28,000,000
333,492,500| | 624,000,000

660,653,500
102,169,000( 102,169,000
76,200,000( 50,175,000
75,600,000
51,550,000
239,197,000
244,234,600
76,744,000
75,000,000
60,050,000
100,200,000
373,856,500
416,602,800
100,466,000,
75,278,000
75,923,000
83,317,000
345,292,600
365,138,000
75,217,000
75.016,000
62,350,000
100,500,000
834,401,500
451,447,000
100,665,000
75,954,000
508,338,600,
75,110,000
80,205,000
75,056,000
75,480,000
60,000,000
100,000,000

*28,000,000
370,146,000

26,025,000
75,600,000

239,197,000
244,234,600
76,744,000
75,000,000
60,050,000
100,200,000
324,578,500

100,466,000
75,278,000
75,923,000 -a
51,650,000 31,767,000

227,631,000| 482,799,600

75,217,000

100,500,000
712,504,500

100,665,000
50,278,000
333,492,500
75,110,000
80,295,000
75,056,000
75,480,000
60,000,000
100,000,000

25,676,000
174,846,100

* Approximate. )

Taking up now our tables of ordinary financing for the
month of November, we find the amount of the new issues
reached the insignificant aggregate of $75,203,064, and
$31,421,700 of the amount was for the purpose of taking up
existing issues of securities, leaving a net addition of only
$43,781,364. The total of $75,203,064 compares with
$121,470,901 in October; with $141,395,801 in September
with $169,842 388 in August; with $154,120,622 in July,
and with $142,206,468 in June, all very light monthly totals.
For the benefit of the reader we will say that our compila-
tions, as in preceding months, include the stoek, bond and
note issues by corporations, by holding, investment and
trading companies, and by States and municipalities, foreign
and domestic, and also farm loan emissions. How small
present totals are appears when ecomparisons are made with
corresponding figures for some previous years. As against
the November total of new issues, thé present year, of
$75,203,064, the amount back in November 1928 was
$969,543,269. The municipal awards for November, the
present year, were only $28,111,989 (not including any State
and municipal financing done by the Reconstruction Finance
Corporation), and the corporate offerings $41,591,075.

Continuing further with our analysis of the amount of
new corporate financing during November, we observe that
public utility issues at $37,608,000, as compared with
$60,523,000 reported for October, practically comprised the
entire corporate total of new financing. Industrial and
miscellaneous flotations during the month amounted to only
$2,183,075, as compared with $6,966,250 in October. Rail-
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road financing for the month was confined to a single of-
fering, namely: $1,800,000 Reading Co. equipment trust
5s, N, 1935-42.

Of the total corporate offerings of all kinds during Novem-
ber for the amount of $41,591,075, long-term honds and notes
comprised $38,928,000; short-term bonds and notes ag-
gregated but $750,000, while stocks amounted to only
$1,913,075.

The portion of the month’s financing raised for refunding
purposes was $30,958,300, or over 749 of the total; in
October the refunding portion was $19,015,000, or 279% of
the total; in September the refunding portion was $4,332,000,
or 399% of the total; in August the refunding portion was
ff5107,11-1,()00. or over 80%; in July, $49,029,000, or 439,;
in June, $25,230,500, or 80%; in May, $15,000,000, or 679:
in April, $33,124,000, or 689%; in March, $9,097,320, or
{a %65 in February, $5,688,000, or 12%, and in January only
$1,500,000, or slightly over 83%. In November 1931 the
amount raised for refunding was $20,079,000, or 289, of the
month’s total. The $30,958,300 raised for refunding in
November (1932), consisted entirely of new long-term to
refund existing long-term. The sale of $27,500,000 Toledo
Edison Co. 1st mtge. 5s, 1962, provided $26,458,300 toward
the refunding total and the remainder consisted of $4,500,000
Niagara Falls Power Co. 1st & cons. mtge. A 5s, 1059,

There were but two corporate offerings during November
worthy of mention, namely: $27,500,000 Toledo Edison
Co. 1st mtge. 5s, 1962, issued at 9514 to yield 5.309,, and
$4,500,000 Niagara Falls Power Co. 1st & cons. mtge. A bs
1959, issued at 9915 to yield 5.039. '

No foreign securities of any kind were brought to market
in this country during November.

Included in the month’s financing was an offering of
$5,000,000 Federal Intermediate Credit banks 2159 col-
lateral trust debentures dated Nov. 15 1932, and h;aturing
in one year, with the price not given.

. One new fixed investment trust was offered during Novem-
er, Viz.:

Trusteed New York Bank Shares, offered by National Associated Dealers

Inc., at $1.65 per share. X

There were no security offerings during the month carrying
convertible features of one kind or another.

The following is a complete summary of the new finaneing,
corporate, State and city, foreign government, as well as
farm loans issued during the month of November and the
11 months ending with November:

SUMMARY OF CORPORATE, FOREIGN GOVERNMENT, FARM LOAN
AND MUNICIPAL FINANCING.

1932. New Capital. Total.
MONTH OF NOVEMBER— s $ s
Corporate—
Domestic—
Long-term bonds and notes
Short term
Preferred stocks.
Common stocks
Canadlan—
Long-term bonds and notes
Short term
Preferred stocks.
Common stocks
Other forelgn—
Long-term bonds and notes
Short term
Preferred stocks.
Common stocks

Refunding.

7,969,700

30,958,300,
750,000

38,928,000
750,000

Total corporate.
Canadian Government
Other forelgn government.
Farm Loan lss
Municipal, States, citles, &oc.
Unlted States Possessions

Grand total

11 MONTHS ENDED NOV. 30—
Corporate—
Domestic—
Long-term bonds and notes
Short term
Preterred stocks
Common stocks
Canadlan—
Long-term bonds and notes o=
Short-term
Preferred stocks
Common stocks
Other forelgn—
Long-term bonds and notes
Short term
Preferred stocks
Common stocks. o

314,963,000
26,015,000,

5,000,000
*27,648,589

5,000,000
*28,111,989
500,000 500,000

43,781,364 31,421,700 75,203,064

265,670,000
33,366,500
8,975,275
6,051,225

132,706,800

398,466,800
163,894,000

107,260,500
8,975,275

3,307,320| 10.348.545

300,088,120( 615,051,120
40,000,000( 66,015,000

s 92,500,000| 156,600,000
-| #660,801,950| *62,422,469| *723,224,419
1,192,000, 1,192,000
Grand total 1,067,071,9501 495,010,589'1,562,082,539

* Figures do not Include $25,950,135 Reconstruction Finance Corporation ad
vances to municipalities, elther actually made or proposed during November.

z Flgures do not include a total of $155,598,151 Reconstruction Flnance Corpora~
tlon advances to munlecipalities, either actually made or proposed to Nov. 30.

In the elaborate and comprehensive tables on the succeed-
ing pages we compare the foregoing figures for 1932 with the
corresponding figures for the four years preceding, thus
affording a five-year comparison. We also furnish a detailed
analysis for the five years of the corporate offerings, showing
separately the amounts for all the different classes of cor-
porations. ! )

Following the full-page tables we give complete details
of the new capital flotations during November, including
every issue of any kind brought out in that month.

Total corporate
Canadian Government.
Other forelgn government
Farm Loan issues
Munieipal, States, citles, &¢
United States Possessions.
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SUMMARY OF CORPORATE, FOREIGN GOVERNMENT, FARM LOAN AND MUNICIPAL FINANCING FOR THE MONTH OF NOVEMBER FOR FIVE YEARS.

MONTH OF NOVEMBER. 1932. 1931. 1930. 1929. 1928.
Corporate— New Capital.| Refunding. Total. New Capital.| Refunding. Total. New Capital.| Refunding. Total. New Capital. | Refunding. Total. New Capital. | Refunding. Total.
Domestic— 3 $ 3 S S 3 S 3 3 s 3 S S 3
Long-term bonds and notes. 7,969,700 30,958,300 38,928,000 18,553,000| 16,079,000| 34,632,000 55,434,000 1233, 59,667,000 5 9 200,000 17,820,000{f 240, :)30 000 8,495,000| 249,034,000
Sh e 750,000 & = 50,000 7,715,000 4,000,000 11, 715 000 61,750,000 61,750,000 2 1,600,000| 33,440,000 20,06 ,O 1,600,000| 21,665,000
Preferred stocks a 566,000 566,000 2,950,000 2,950,000 4,059,400 4,059,400/ 139,368,588 3,529,000| 142,897,588
C Corﬁmon stocks____ g ,913, 913,075 23,289,250 23, 289 250 15,487,500 15,487,500 135, ,538,250| 122,673,570|| 253,559,179 42,686,220 296,245,399
anadian—
Long-term bonds and notes_ 2,000,000 2,000, 000 5,000,000 - 5,000,000
Short term 250,000 g 50,000
Preferred stocks._ = =
Common stocks e ~ g £
Other foreign—
Long-term bonds and notes._ - 4 4, 336, 2,264,000
Short term
Preferred stocks
ommon stocks___ - 14,437,500
Total corporate__ 3 ‘ ' 7 ’ 70, 621, 1233, 141,854, 500 15,338,250| 202,131,309 109,0) 5,267
Canadian Government 2 2,500,000 1000 600,000 9,200,000 1,132,500
Other foreign Governments o 5 B 9500, 000 15,000,000
Fam Loan issues 5,000,000 5,000,000 6, 000 L 3 6,000,000 26,000,000 15,000,000
Municipal, States, cities, &c *27,648,589 *28,111,989 872,398 3 54,364,707 ,201,9¢ 88,682,310 83,784,886 2,98 84,687,874|| 170,149,782
United States Possessions._ 500,000 500,000 1,945,000 1,945,000
Grand total 43,781,364 31,421,7001 75,203,064 109,005,648]  20,571,309! 130,566,957 ' 256,601,866l 11,934,9441 268,536,810" 281,122,945] 16,841,238] 297,964,183 909,837,649 59,705,720 969,543,269

* Figures do not include $25,950,135 Reconstruction Finance Corporation advances to municipalities, either actually made or proposed during November.
CHARACTER AND GROUPING OF NEW CORPORATE ISSUES IN THE UNITED STATES FOR THE MONTH OF NOVEMBER FOR FIVE YEARS.

1932. 1931. 1930. 1929. 1928.
MONTH OF NOVEMBER. New Capital.| Refunding. Total. New Capital.| Refunding. Total. New Capital. | Refunding. Total. New Capital. | Refunding. Total. New Capital. | Refunding. Total.

Long-Term Bonds and Notes— g 5 8 $ 3 $ 3 é $ $ p $

@ 1,800,000 1,800,000 7,950,000 4,050,000 12,000,000 3,600,000 4,000,000 7,600,000 8,000,000 8,000,000 57,800,000 57,800,000

Public utilities_ _ 5,899,700 ' 36,858,000 7,984,000 12,029,000 20,013,000 32,217,000 158,000 32,375,000 v 500,000 72,124,100 77,875,000

Iron, steel, coal, copper, &c. 000 75,000 200,000 12,213,200 > 13,800,000

luqulpmeut manufacturers.. 5,177,000 5,177,000 1,399,000 1,399,000
Motors and accessories - -

Other industrial and manufacturing 2,700 12 500,000

1 15 .500 000

0Oil .
Land, buildings, &e 2,619,000 820, 760,000 61,360,000
Rubber -
Shipping
Inv, trusts, trading, holding, &c_ .. =

= d 6,000,000 6,000,000 1,000,000 1,000,000 49,136,000 2,264,000 51,400,000

Miﬁcell(mcous ___________________
38,928,000 18,553,000 ) 34,632,000 57,434,000 1233, 61,667,000 32,758,339 ,200, 41,958,339|| 280,875,000 10,759,000| 291,634,000
Short Term Bonds and Notes-

Railroads 550,000 550,000 20,000,000 20 000, 000
Public utilities. - ____ 4,000,000 ) » 8,000,000 1,250, 54,250, 1,050,000 i 450,00
Iron, steel, coal, copper, 00 75!

Lquipmem, manufacturers

Motors and accessories. .-

Other industrial and manufacturing

SE&I awnjo A

3[oIUIOIY ) [BIDUBLI

Shipping 2

Inv. ti ts, trading, holdi So= = e

O drimitaiag Ulipe S 5 1,500,000 1,500,000|| 11,140,000 11,140,000
31,840,000 1,600, 33,440,000||  20,315,000| 1,600, 21,015,000

Railroads 37,783,820 37,783,820

Public utilities : ¥ 24,558,695 24,558,695 20,885,924 1,150,000

Iron, steel, coal, copper, &c_ s 10,500,000 200,000,

iﬂ;}uﬁipmem‘ nmnufaclturers_- < = 5440, 700
otors and accessories E 2 310, s 3¢

G g 3 2,335, 2,335,000 22,951,205 69,803, 25,820,520

Other industrial and manufact: 2! 0 748400 1538550 Q1,4 80.11 21000, 800

400,000 4,449,200| --- Zx 149,200 -

!hlm)ln e R .
Inv. trusts, trading, holdlng, &co__ . B ’ ! 8.340.000 27:953:288 ) 2’;3;2388

Miscellaneous s
1,913,075 1,913,075 23,855,250 p & 18,437,500 18,437,500 122,194,720 4,538,250 126,732,970

1 . : PR
Railroa ,800.,00 1,800.000 8,500,000 050, 3,600,000 7,600.000(| 57,783,820 8,000,000/ 65,783,820
Pablie utiiitics 6:819.700| 50,958, 37,608,000(|  35:256,150| 16,029, 89,579,500 890.737.500(| 26,108,695 400,000 26,508,695
Iron, steel, coal, copper, &C. ... .__ 875,000 75 00, 9:50.000
]\‘IIqulpmentl manufacturers. . - 5,927,000 §:320,000 310,000
Motors and accessories | = <

S R eyt s 3,685,000 3,685,000 51,089, 5!4
l)thcr industrial and manufacturing 35 5 4 9: 8 080 4,250,000

12560, . 748,400
15,365,000 15,365,000 16,859,200

“11,604,000
46,215,220

=
SWOS Ot
SO NICNOO
< OOND

S0

COROORD

o
O Q=

)il
L.l ll“kl) buildings, &c..

Shipping - ey
: 3,435,000 435,000 1155

LA e L L L TR ’ 14.340,000 14,340,000 30:458.400 30,458,400 13.868.000| 153.200.780

Total corporate securities S5 593 776l 50,058 300/ 41,601,075l _ 50,123,260| 20,070,000 70,202,250l 137,621,500/ 4.233,000| 141,854,500 "186.703.050 202,131,300 58,574,220 767,129.487
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SUMMARY OF CORPORATE, FOREIGN GOVERNMENT, FARM LOAN AND MUNICIPAL FINANCING FOR THE 11 MONTHS ENDED NOV. 30 FOR FIVE YEARS.
11 MONTHS ENDED NOV. 30. 1932. 1931. 1930. 1929. 1928.

Corg::a:tei_ New Capital.| Refunding. Total. New Capital.| Refunding. Total. New Capital.| Refunding. Total. New Capital. | Refunding. "otal. New Capital.| Refunding. Total.
estic—

3 3 s s $ 3 $ 3 $
ong-term bonds and notes.| 265,870,000 796.800| 395.266.500]| 925.850.600 676.520.200[1, 602 870,800/ 2, 405% 6.355| 348.376.155]2,754,1x2. 510/l 1,788.002.340| 459.109.26012.277,501 60011 1,969.720.950] 980, 823,000 |2 950,853 850
gixeofrt tﬁrm i 33.306 500| 163,894,000 197 260 500 285,300,750 92 "199 ,500 77.700 250 481 i 05’ 95,220,000} 576,505, 18 5..) )2'700 45,537.5(;( 100, 2J 00 184,34 49,973,80(| 27 ..
Come"-e ‘toﬁ s 8,975,275 - 8,975,275 116,165,667 31,850,000{ 148,015,667 0 9.300 000] 420,538 2.30 1,498,577,661 177.681,54( 1, 67() 2’)9,201 5 246,114,30( |1.200,2 4.334
_cSommon stocks 6,951,225 307, 10,348,545 156,247,806 156,247,806|| 1,020,827,318|  13,829.7221,034,657,040|| 4,207.030,814| 578.805.552|4.876.745.366|| 1,348.991.650| 549.533.30¢ |1.508 526,015

Long-term bonds and notes_ 140,000,000 140,000,000 19% 1632, 588 45,851,000 242 ,483, 588 255,550,000, 255,550,000|| 105, 'iSO 088 68,792,00C| 174, %7(2) Ogg

\70 =
g 13,000,000 13,000,000 10,400,000 = )| 1gaoo00] 24,500, 9001 26,000,
Comm stock 5
Other'farolgrers 16,516,340 e 16,516,340|| 18,163,900 --------| 18,163,900 8,613 4 8,613,400

Long-term bonds and notes. 72,800,000 72,800,000(| 169,015,000, 8,977,000] 177,992,000/ 185,398,339 2,000,0001 187,398,339|| 458,387,500 1282, 513,670,000
- 5,000,000 31,000,000 31,000,000 1,617,283| 10,432,717 12,050,000 10,000,00f 10 000,000

103,837,200/ 103 837.200 B 03

= 10,060,000 10,060,000 32408847 32,408,847 60:201,750 60 1201,750
Total corporate._ .. 314,963,000( 300,088, 615,051,120 1.626.464 23 169, 2,502,634,523(| 4,763,531,393 5,285,635,270|| 8,377,548,084(1,303,866,569|9,681,414,653|| 5,138, 529, Ogi 1.676.619.8‘8.’ 3,815,148,949

0' 87
Canadian Government 26,015,000/ 40,000,000 66,015.000 0.922 00 40,922,000 1-7,086 00 0 134,244,000, 38,212,000 9,600,000 47,812,000 35,052,
ther foreign Governments__ _

3, ,00C
- 4173 8,250, 68,250,000{| 534,581,587| 100,538,41:
MR S it e colgre BTN Ao ermmony srmvanol nsooa A i) s oion W ) Wi e 1
United States p'omu.'ons. 2] 1,192,000 y 1,192,000 795.000 & anll ) 10'7952 ol +2° 31'451388 o 875.000|| 28 310:000 L 340.( )66 ""76.161.500 SRR 6 1500
Grand total 1,067,071,950!" 495,010,589!1,562 ,082,539'' 2,901,208,852|" 877,237,37113 ,868,446,223! 6,639,244 ,273' 644,236,009!7,283,480,282 9,616,820,997!1,324,818,618 10911().5‘) 615" 7,000,989,527!1,814,699,38718,815,688,914

* Figures do not include a total of $155,598,151 Reconstruction Finance Corporation advances to municipalities, either actually made or proposed to Nov. 30.
CHARACTER AND GROUPING OF NEW CORPORATE ISSUES IN THE UNITED STATES FOR THE 11 MONTHS ENDED NOV. 30 FOR FIVE YEARS

2 1932. 1931. ~_1930. 1929. 1928.
New Capital.| Refunding. Total. New Capital.| Refunding. Total. New Capital. | Refunding. Totnl New Capital. | Refunding. Total. New Capital. | Refunding. Total.

11 MONTHS ENDED NOV. 30.

Long-Term Bonds and Notes—

3 S $ $ $ 3 S $ 3
Railroa 1,800,000 9,327,000| 11,127,000 310,097,300 158,332,700 468,430,000 705 368 250 "’26 ?:62.750 931 7 .000 355.?85-‘17.240 189, gl'& 760| 545, gﬁl ,000|  219,518,500{ 206, 691 ,500| 426,210,000
258,925,000/ 123,419,800 1344,800 500,252,500( 502,661,000(1,002,913,500 || 1,302.281.100 1,436,052,600(| 579,204,500 207.28 00 36,4 4,230,100/ 546,810,700
102,939,800 6,062,500| 109,002,300 23,625,000 075 1000 %f;'é?gggg T 3,186,500 700, 1006, 70, 695 600
» i

12,934,000 12,934,000 14,217,000

83,112,000 ,950, 89,062,000 || 228,451,¢ : 255,806,910 :
2,000, ,000,000 66 00 ,950, 173,000,000(| 170,984,000
110,479,000 1220, 111,699,000 70,000] 141,195,500|| 320,645.100
30,000,000 1,000,000
.000,000 8,100,000 .
= ,750.000 111).250 000 8_2.388.000 1,012,000/ 83,400,000
1,200,000 ,200. 2,694,000/ 17,980,000 74,385,095 4,819,905| 79,205,000/ 290,555,000/ 12,905,000 .;03 460 1000|  4081233,000|  45.242000| 453.475.000
265,670,000( 132 . 398,466,800 ([ 1,138,750, 676,920,200|1,815,670,800 || 27773,953,855( 403,704,155(3,177,658,010|| 2,229, 040 679 491,409,260|2,720,449,939|| 2,533,497 ,450/1,104,998,400|3,638,495,850

11,325,000 34,825, 12,530,000 48,050,000 12,000,000 2,500,000/ 14,500,000 21,500,000 5,360,000| 26, SﬁO 000 1....500 000 17,000,000 29,500,000
8,285,000 146,429 000 45,077,500 231,025,000 239,472,000/ 52,878,000 350, 40,876, 41,713.717 82 5 ,000 4,032,000f 17,600,000( 111,632,000
3,101,000 4,000,000 ?%';‘558888 5,000,000  48,750,01 720,000 780,000 0,000 400,000 400,000

p = - 10,100,000 - - 500,000 500,000 750, 4,950,000
33,500,000 5.:) 035,000 74,355,000 17, 00f  91,705,00 5,75 g 7,642,000
91,000 0,440,000 6,843,000 7,500,000 2,000,001 2,000,000 50 80 10,694.200| 17,200,000
1,900,000 13 550,250 570,650 5 70,130 200 71,330 20( 32,838, 100 1,441,500 34,279,600
Sl;lippin - 3,900,000 -

Iny. trusts, trading, bolding, &c- - - 41,000,000 41,000,000 1,000,000 1,000,000 1,600,000 1,600,000
Miscellaneous 7,955,500 20,100,000 20,100,000 17,245,000 1,000,000 18,245,000 33,703,500 1,916,500 3.) 1620,000 36,365,000 -| _ 36,365,000

197,260,500 285,300,750 399, 382,700,250 517,985,650| 95,220,000\ 613,205,650|| ~187,179,983| 55,970,217| 243,150,200|| 193,594,800 49,973,800 243,568,600

66,055,600 66,055,600/ 111,891,520 = 111,891,520 51,597,650| 139,954,700| 191 :552,350
707,609,942 426,22 721,036,164( 1,155,604,674 : 1,360,911,264 154,978,598
133,351,675 133,351,675 ‘148,689,880 20,200| 499,710,080 317.9 20,916,900

568,947 568,94 1,920
4,723,962 4,723,962 80 55! 5 453,407 < 3| 38,447,267
201 547,315 1,371,500| 202,918,815 £ 923,22 971,573,438 5,012,536 102 404 060
0,573, 4 8,000,000| 98,573,463 93,376,612 4,37 156, 5‘50,91" 12 : 4,000,0
6,805,00 16,805,000 964,0: 3, 117,372,530 3,28: 1,346, OOO
e 8,963,534 70,000 , : 29,087 ¢ 8,542,400
S 1"8 0 20 é

Y .000 - 5

550 112,987,079, 112,987,079 500,001 24 6 2,964,500
19,183,290 183, r’90 137,937,852 2. 138,319,852 3,342, 419:110:377|  48,093.240| 464 1203,617
15,926,500 19,323,820 272,413,473| 31,850,000 304,263,473 || 1,471,501,888 2|1,494,771,610|| 5,961,327,42: 56,48 2 '. 2,411,436,834( 521,647,665|2,933,084,499

13,125,000 2,827,00! 45,952,000 || 345,617,300/ 170,862,700| 516,480,000 783,123,850 1,012,286, GOO 48 94,773,7 4 y 283,616,150/ 363,646,200| 647,262,350
273,672,175 263,461,120| 537,133,295 906,700,661 578.788.5001,485.489 161 9,3 2 j 2 38,7 7 2 Ot %0 989,764|| 1 7| 719389.298
Iron steel, coal, copper, &c 100,000 100,000 107,228,800 9,163,500| 116,3 6 5 000 '209,801 % 2, 2 532, L 175,724,3¢ 91,612,500
Equipment manufacturers._- 12,934,000 12,934,000 26,967,000 5 4 - 2,418,94 135,000

Motors and accessories

a[oIuoIy) [eIouBUI g

LR 3,962 ¥ 52| 87,103,407 39,977,267

124,982,972 40,250 165,232,972 504,354 46,076,500\ 550,430,725 g »251,339, 3,057 ,8¢ 216,641,760
15,101,500 791,000{ 15,892,500 466,463| 15,607,000 : 5 :
123,595,750 3,120,000 126,715,750 2%% 501, (1)38 905,000

2900 15,000 000| ~48.900 3 1270, 123353 3 8,542,400
1.650.000 0,000,000 10,000,000 31.278.000 5,000, : 00 2
4,584,550 3322.737.079 2327 2,213,501,788

93.057,500

1,200,000 1 0 500,000 76,5 5
10,655,500 569,2 )| _ 57,263, 1290 9,567,947 6,201,905 235,769.852|| 1,476.415,164| 28, 16 1900 863,708, 377 93:335 240 957,043,617
314.963.000! 300.088.120! 615,051,120 || 1,696,464,823| 806,169,70012,502,634.523 4,763,531,3931 522,103,87715,285,635,2701| 8,377,548,084/1,303,866,5691¢ 5,138,529,08411,676,619,86516,815,148,949
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DETAILS OF NEW CAPITAL FLOTATIONS DURING NOVEMBER 1932.

LONG TERM BONDS AND NOTES (ISSUES MATURING LATER THAN FIVE YEARS).

To Yield

Amount. Purpose of Issue. Price. Abdbout.

Company and Issue, and by Whom Offered.

$ %
Railroads—
1,800,000/ New equipment

Public Utilities—

4.00-4.60| Reading Company Equip. Trust 58 “'N," 1035-42.
Blalr Corp.; Yarnall & Co. and Manufacturers & Traders Trust Co., Buffalo.

Otfered by Dillon, Read & Co.; Bancamerlca-

1,658,000 Additions, extensions, Impts., &o.| 94 5.45| Long Island Lighting Co. 1st Ref. M. 55 "'B,"” 1055. Offered by W. C. Langley & Co. and Bon-

3,200,000/ Repay advances for construction. .

bright & Co., Ine.
6.90| Louisiana Steam Generating Corp. 1st M. 6s, 1939,
Inc.; Chase Harrls Forbes Corp. and Brown Bros. Harriman & Co.

Otfered by Stone & Webster and Blodget,

4,500,000 Refunding 5.03| Niagara Falls Power Co. 1st Cons. M. 58 “‘A,” 1959. Offered by J. P. Morgan & Co.; Bonbright

27,500,000| Refunding; other corp. purposes..

36,858,000
Other Industrial & Mfg.—
50,000/ Working capital; other corp. purp.
creditors.

Land, Buildings, &c.
120,000|Real estate mortgage.

100,000[Real estate mortgage
220,000,

& Co., Inc. and Schoellkopf, Hutton & Pomeroy, Inc.
5.30| The Toledo Edison Co. 1st M. 58, 1962.
pany of New York; the N. W. Harrls Company, Ine. and Halsey, Stuart & Co., Inc.

Otfered by Chase Harrls Forbes Corp.; Guaranty Com-

Warren Tool Corp. 1st M. 68, 1942, Offéred to Warren Tool & Forge Co. security holders and

Holy Rosary Catholic Church (St. Louis) 1st M. 5148, 1933-42. Offered by Misslssippl Valley
Co. and Stix & Co., St. Louls.
St. George’s Church (St. Louls) 1st M. 5}¢s, 1934-42. Offered by Festus J. Wade Jr. & Co., St. L.

SHORT TERM BONDS AND NOTES (ISSUES MATURING UP TO AND INCLUDING FIVE YEARS).

To Yield

Amount. Purpose of Issue. Price. About.

Company and Issue and by Whom Offered.

s % l
100-093{ 4.50-4.60! Brockton Gas Light Co. 434 % Notes, Dec. 1 1934-35. Offered by F. S. Moseley & Co.

Public Utilities—
750,000(Retire current debt

STOCKS.

To Yield,
About.

Price

Par or No. (a) Amount
per Share.

of Shares. Purpose of Issue. Involved.

Company and Issue, and by Whom Offered.

S $ %

Other Industrial & Mfg.— d

500,000 |Acq. of property, equip., &o. 500,000 1 (par)
50,000 shs. |Additional capital 75,000 1%
138,075 74

713,075
1,200,000

*18,410 shs |Working capital; expansion, &o...

Investment Trusts—

1,200,000 [Provide tunds for investment purp. 2 (par)

Mundus Brewing Co. (Mich.) Capltal stock. Offered by Fisher & Co., Detrolt.

Fort Pitt Brewing Co. (Pittsburgh) Common stock., Offered by Kay, Richards &
Co., Pittsburgh.

Griesedieck Western Brewing Co. Common stock, Offered by Bach & Golden, St. L.

Beverages, Inc. (Del.) Capital stock. Offered by Watson & ‘White, N. Y. and F. L,
Putnam & Co., Ine., Boston.

FARM LOAN ISSUES.

To Yield|

Amount. Issue and Purpose. Price. About.

Offered by.

$5,000,000 |Federal Intermediate Credit Bank 2} % %
Coll, Trust Deb. dated Nov. 15 1932 and due
in one year (provide funds for loan purposes)

Price on applic.

Charles R. Dunn, Fiscal Agent, New York.

ISSUES NOT REPRESENTING NEW FINANCING.

Par or No.
of Shares.

(a) Amount
Involved.

To Yield

Price. About.

Company and Issue, and by Whom Offered.

$
*100,000shs| 2,400,000

[/A
Mkt. (24) .“:- Cream of Wheat Corp. Common stock. Offered by A. W. Porter & Co., Inc.

* Shares of no par value.

a Preferred stocks of a stated par value are taken at par, while preferred stocks of no par value and all classes of common stocks are computed at thelr offering pricess

Conferences on Municipal Finance and Business Re-
covery Held in Chicago By Investment Bankers
Association.

As a part of its work for business recovery by the Invest-
ment Bankers Association of America, the Central States
Group of the Association began in Chicago this week two
series of business conferences, inter-State and local, on
eurrent problems of business and government. One of these
series of meetings was a two-day sectional forum on municipal
finance, Dec. 8 and 9, at which time methods of effecting
greater efficiency and economy in municipal finance and in
emergency relief efforts in fourteen Middle-West and Western
States were analyzed. This forum was arranged by the
Municipal Securities Committee of the Group and was
attended by 50 municipal bond men from outside Chicago,
including representatives from investment banking organiza-
tions in New York and most of the larger cities. The second
forum began Dee. 9, will continue, with two sessions a week,
until January 27, and consists of a practical course in analysis
of problems pertinent to business recovery.

“Comprehensive reports on 14 States will be presented at
the forum on municipal finance,”’ it was stated on Dee. 6 by
D. T. Richardson, of Kelley, Richardson & Co., Chicago,
Chairman of the Municipal Securities Committeo of the
Central States Group. Mr. Richardson added:

Some communities are demonstrating superior methods to others in
meeting the problems of this time in a sound and effective way. The forum
will examine and compare these different situations and experiences for
the purpose of furthering still more effective methods in the management
of state and municipal finance, and with the thought that such effort will
contribute very materially to business recovery. The New England Group
of the Association recently held a similar forum in Boston with very encour-
aging results. We are particularly interested in the problem of emergency

relief, in examining the experiences of different communities in such efforts
and In endeavoring to determine ways and means that have proved most
effective in solving this problem. The reports to be presented have been
prepared by men of wide experience with conditions in the different states
which they will discuss.

The six-weeks series of meetings which began Dec. 9 in
Chicago by the Central States Group was described by
Paul S. Russell, of Harris Trust & Savings Bank, Group
Chairman, as a ‘“‘shirt-sleeve’” forum for executives and
sales representatives. He said:

This six-weeks forum will use the present-day facts and problems of
investors and investment bankers as a practical laboratory for the solution
of those problems. The forum is one of the timely programs or courses
that the Association’s educational department has customarily presented to
meet different situations during the past eight or nine years. These meetings
have always been of considerable practical value and I believe that this
new forum will likewise have beneficial results for investors as well as for
investment bankers. The Association is presenting this forum in the Central
States Group because Chicago is the location of the Association's offices.
The forum will be presented in other cities after the close of the Chicago
meetings January 27. L. A. Morgan, President of Martin, Smith & Morgan,
Inc., Detroit, will lead the forum here.

The speakers at the two-day sectional forum on municipal
finance, held in the Palmer House, were:

Royal D. Kercheval, Boatmen’s National Co., St. Louis.

Blair A. Phillips, White-Phillips Co., Inc., Davenport, Ia.

John W. Denison. Continental Illinois Co., Chicago.

Howard H. Fitch, Stern Brothers & Co., Kansas City.

Harry E. Weil, Weil, Roth & Irving Co., Cincinnati.

Cushman McGee, Managing Director, Municipal Advisory Council “of
Michigan.

E. 8. Judd, First Securities Corp. of Minnesota, St. Paul.

Herbert A. Abernethy, Kalman & Co., St. Paul.

P, P, Purdham, Burns, Potter & Co., Omaha,

Rollin G. Andrews, Wells-Dickey Co., Minneapolis.

John 8. Olark, Mitchell, Herrick & Co., Cleveland.

W. A. Simonton, BancNorthwest Co., Minneapolis.

8. E. Johanigman, First Wisconsin Co. Milwaukee
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Dec. 10 1932

Annual Message of President Hoover to Congress—Favors Sales Tax to Balance
Budget—Reorganization of Country’s Banking System Declared Necessary—
Changes in Farm Loan and Joint Stock Land Bank Systems Also Proposed—
Compares Banking Conditions with Those in Canada and Great Britain—Urges
11% Cut in Government Salaries and Continuance of Furlough System—
Proposes $830,000,000 Cut in Appropriations—Foreign Governments Informed
That Suspension of Dec. 15 Debt Payment Is Not Approved—Co-operation
with Other Nations Essential to Expand Trade.

Reference to the continuance through the year of the
*“unparalleled world-wide economic depression’” was made by
President Hoover in his annual message to Congress on
Dec. 6. The President pointed out that “‘continued con-
structive policies promoting the economic recovery of the
country must be the paramount duty of the government.’’
While stating that ‘‘the result of the agencies we have created
and the policies we have pursued has been to buttress our
whole domestic financial structure and greatly to restore
eredit facilities,” he added, that ‘“‘progress in recovery re-
quires another element as well—that is, fully restored con-
fidence in the future.”’

The first of these he cited is “‘the continuing reduction of
all Governmental expenditures whether National, State or
local.”” The second direction for action, declared the Presi-
dent “is the complete reorganization at once of our banking
system.”” He further declared that ‘“‘the shocks to our
economic life have undoubtedly been multiplied by the
weakness of this system, and until they are remedied re-
eovery will be greatly hampered.”

The third requisite was indicated as follows by the Presi-

dent:

The third direction for immediate action is vigorous and whols-souted
co-operation with other governments in the economic field. That our
major difficulties find their origins in the economic weakness of foreign
nations requires no demonstration.

The first need to-day is strengthening of commodity prices. That cannot
be permanently accomplished by artificialities. It must pbe accomplished
by expansion in consumption of goods through the return of stability and
confidence in the world at large and that in turn cannot be fully accom-
Plished withour co-operation with other nations.

In his further reference in his message to the failure of the
banking system ‘‘to meet this great emergency’’ the President

said in part:

It can Le said without question of doubt that our losses and distress
have been greatly augmented by its wholly inadequate organization. Its
Inability as a system to respond to our needs is to-day a constant drain
upon progress toward recovery.

In this statement I am not referring to individual banks or bankers,
Thousands of them have shown distinguished courage and ability. On the
contrary, I am referring to the system itself, which is so organized, or so
lacking in organization, that in an emergency its very mechanism Jeopardizes
or paralyzes the action of sound banks and its instability is responsible for
Periodic dangers to our whole economic system. . ., .

Bank failures rose in 1931 to 104 % of all the banks as compared to
124 % of the failures of all other types of enterprise. Since Jan. 1 1930, we
bave had 4,665 banks suspended, with $3,300,000,000 in deposits. Partly
from fears and drains from abroad, partly from these failures themselves
(which indeed often caused closing of sound banks), we have witnessed
hoarding of currency to an enormous sum, rising during the height of the
crisis to over $1,600,000,000. . . .

That this failure to function is unnecessary and is the fault of our particu-
lar system is plainly indicated by the fact that in Great Britain, where the
economic mechanism has suffered far greater shocks than our own, there
has not been a single bank failure during the depression. Again, in Canada,
where the situation has been in large degree identical with our own, there
have not been substantial bank failures.

“Inflation of eurrency or Governmental conduct of bank-
ing can have no part in these reforms’” said the President.
“The government must abide within the field of constructive
organization, regulation and the enforcement of safe practices
only.”

The President likewise stated that “parallel with reform
in the banking laws must be changes in the Federal Farm
Loan Banking System and in the Joint Stock Land Banks.
Some of these changes” he added, “should be directed to
permanent improvement and some to emergency aid to our
people where they wish to fight to save their farms and
homes."”’

In his annual message the President indicated that he
would later present his Budget message to Congress, (this
was submitted on Dee. 7 and is given elsewhere in this issue
of our paper) showing proposed reductions in appropriations

below those enacted by the last session of Congress by over
$830,000,000. He noted that “many of the economies
recommended in the Budget were presented at the last session
of the Congress but failed of adoption.”

In giving his endorsement to a proposed sales tax the
President in his annual message said:

Some of the older revenues and some of the revenues provided under
the act passed during the last session of the Congress, particularly those
generally referred to as the nuisance taxes, have not been as prolific of
income as had been hoped. Further revenue is necessary in addition to
the amount of reductions in expenditures recommended.

Many of the manufacturers’ excise taxes upon selected industries not
only failed to produce satisfactory revenue, but they are in many ways
unjust and discriminatory. The time has come when, if the government
is to have an adequate basis of revenue to assure a balanced budget, this
system of special manufacturers' excise taxes should be extended to cover
practically all manufactures at a uniform rate, except necessary food and
Possibly some grades of clothing.

The President recommends “that the furlough system in-
stalled last year he continued not only because of the economy
produced but because, being tantamount to the ‘five-day
week,’ it sets an example which should be followed by the
country.”” The President went on to say that “in view of
the present economic situation and the decrease in the cost
of living by over 20%, that some further sacrifice should be
made by salaried officials of the government over and above
the 8 1-39%, reduction under the furlough system.” The

President continued:

I will recommended that after exempting the first $1,000 of salary there
should be a temporary reduction for one year of 11% of that parc of all
Government salaries in the excess of the $1,000 exemption, the result of
which, combined with the furlough system, will average about 14.8% re-
duction in pay to those earning more than $1,000.

Reference was made in the President’s message to the
war debts and the request of foreign Governments ‘‘that
there should be suspension of payments due the United
States on Deec. 15 next, to be accompanied by an exchange
of views upon this debt question.” “Qur Government has
nformed them', said the President, “that we do not approve
of suspension of the Dec. 15 payments. I have stated that
I would recommended to the Congress methods to overcome
temporary exchange difficulties in connection with this pay-
ment from nations where it may be necessary.’’

A part of the President’s message was devoted to the matter
of economic co-operation with other nations, as to which
he said in part:

If we are to secure rapid and assured recovery and protection for the
ations in many measures.
disarmament conference where,
tax purdens and the tax burdens

of other major nations. We should increase the Dolitical stability of the
world., We should lessen the danger of war by increasing defensive powers
and decreasing offe sive powers of nations, We Wwould thus open new vistas
of economic expansion for the world.

We are participating in the formulation of a world economic conference,
successful results from which would contribute much to advance in agri-
cultural prices, employment and business. Currency depreciation and
correlated forces have contributed greatly to decrease in price levels,

Moreover, from these origins rise most of the destructive trade barriers
now stifling the commerce of the world. We could by successful action
Increase security and expand trade through stability in international ex-
change and monetary values. By such action world confidence could be
restored. It would bring courage and stability, which will reflect into
every home in our land.

“The welfare of our people’’ the President observed ‘“‘is
dependent upon successful issue of the great causes of world
peace, world disarmament and organized world recovery.
Nor is it too much to say that to-day as never before the
welfare of mankind and the preservation of civiliatzion de-
pend upon our solution of these questions.”” He added:

Such solutions cannot be attained except by honest friendship, by ad-
herence to agreements entered upon until mutually revised and by co-
operation amongst nations in a determination to find solutions which will
be mutually beneficial,
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Alluding to various legislative needs placed before Congress
in previous messages, the President stated:

1 have urged the need for reform in our transportation and power regula~
tion, in the anti-trust laws as applied to our national resource industries,
W estern range conservation, extension of Federal aid to child-health services,
membership in the World Court, the ratification of the Great Lakes-St.
Lawrence seaway treaty, revision of the bankruptcy acts, revision of Federal
court procedure, and many other pressing problems.

These and other special subjects I shall where necessary deal with by
special communications to the Congress.

The President’s message was presented on Dec. 6 to the
second session of the 72d Congress, following the convening

of the session on Dec. 5. The message in full follows:

To the Senate and House of Represenlali;es:

In accord with my constitutional duty, I transmit herewith to the
Congress information upon the state of the Union together with recom-
mendation of measures for its consideration.

Our country is at peace. Our National defense has been maintained
at a high state of effectiveness. All of the Executive departments of the
Government have been conducted during the year with a high devotion
to public interest. There has been a far larger degree of freedom from
industrial conflict than hitherto known. Education and science have
made further advances. The public health is to-day at its highest known
fevel. While we have recently engaged in the aggressive contest of a
National election, its very tranquillity and the acceptance of its results
furnish abundant proof of the strength of our'institutions.

In the face of widespread hardship our people have demonstrated daily
a magnificent sense of humanity, of individual and community, respon-
sibility for the welfare of the less fortunate. They have grown in their
conceptions and organization for co-operative action for the common
welfare.

In the provision against distress during this winter, the great private
agencies of the country have been mobilized again; the generosity of our
people has again come into evidence to a degree in which”all” America
may take great pride. Likewise the local authorities and the States
are engaged everywhere in supplemental measures of relief. The pro-
visions made for loans from the Reconstruction Finance Corporation”to
States that have exhausted their own resources guarantee that there shoﬁld
be no hunger or suffering from cold in the country. The large majority
of States are showing a sturdy co-operation in the spirit of the Federal aid.

The Surgeon-General, in charge of the Public Health Service, furnishes
me with the following information upon the state of public health;

MORTALITY RATE PER 1,000 OF POPULATION ON AN ANNUAL BASIS
FROM REPRESENTATIVE STATES.

| General.l Infant. |

l General. | Infant.

First 9 months oft—
1928 _
65.8
62.0
The sickness rates from data available show the same trends. These
facts indicate the fine endeavor of the agencies which have been mobilized
for care of those in distress.

Economic Situation.

The unparalleled world-wide economic depression has continued through
the year. Due to the European collapse, the situation developed during
last fall and winter into a series of most acute crises. The unprecedented
emergency measures enacted and policies adopted undoubtedly saved the
country from economic disaster. After serving to defend the National
security, these measures began in July to show their weight and influence
::ﬁv:rwtil improvement of conditions in many parts of the country. The

ng tables of current business indicators show the general economic
movement during the past 11 months:

MONTHLY BUSINESS INDICES WITH SEASONAL VARIATIONS

ELIMINATED.
(Monthly Average 1923-1925=100.)

p De-
Year and Month, F'éﬁ?’" ;)naeﬂn;
Load-~

ings.

Store
Sales,
Value,

The measures and policies which have procured this turn toward re-
covery should be continued until the depression is passed, and then the
emergency agencies should be promptly liquidated. The expansion
of credit facilities by the Federal Reserve System and the Reconstruction
Finance Corporation has been of incalculable value. The loans of the
latter for reproductive works, and to railways for the creation of em-
ployment; its support of the credit structure through loans to banks,
insurance companies, railways, building and loan associations, and to
agriculture has protected the savings and insurance policies of millions
of our citizens and has relieved millions of borrowers from duress; they
have enabled industry and business to function and expand. The assistance
given to Farm Loan banks, the establishment of the Home Loan banks
and Agricultural Credit associations—all in their various ramifications
have placed large sums of money at the disposal of the people in protection
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and aid. Beyond this, the extensive organization of the country in volun-
tary action has produced profound results.

The following table indicates direct expenditures of the Federal Gov-
ernment in aid to unemployment, agricultural, and financial relief over
the past four years. The sums applied to financial relief multiply them-
selves many fold, keing in considerable measure the initial capital supplied
to the Reconstruction Finance Corporation, Farm Loan banks, &c.,
which will be recovered to the Treasury.

Agricultural Rellef
and Financial
Loans.

Public Works.*

Fiscal year ending June 30—
1930 $410,420,000 $156,100,000
574,870,000 196,700,000
772,700,000
52,000,000

$1,177,500,000

$2,358,430,000

* Public bullding, highways, rivers and harbors and their maintenance, naval
and other vessels construction, hospitals, &¢.

Continued constructive policies promoting the economic recovery of
the country must be the paramount duty of the Government. The result

. of the agencies we have created and the policies we have pursued has been

to buttress our whole domestic financial structure and greatly to restore
credit facilities. But progress in recovery requires another element as
well—that is, fully restored confidence in the future. Institutions and
men may have resources and credit but unless they have confidence progress
is halting and insecure.

There are three definite directions in which action by the Government
at once can contribute to strengthen further the forces of recovery by
strengthening of confidence. They are the necessary foundations to any
other action, and their accomplishment would at once promote employ-
ment and increase prices.

The first of these directions of action is the continuing reducticn of
all Government expenditures, whether National, State or local. The
difficulties of the country demand undiminished efforts toward economy
in government in every direction. Embraced in this problem is the un-
questioned balancing of the Federal Budget. That is the first necessity
of National stability and is the foundation of further recovery. It must
be balanced in an absolutely safe and sure manner if full confidence is to
be inspired.

The second direction for action is the complete reorganization at once of
our banking system. The shocks to our economic life have undoubtedly
been multiplied by the weakness of this system, and until they are remedied
recovery will be greatly hampered.

The third direction for immediate action is vigorous and whole-souled
co-operation with other governments in the economic field. That our
major difficulties find their origins in the economic weakness of foreign
nations requires no demonstration. The first need to-day is strengthening
of commodity prices. That can not be permanently accomplished by
artificialities. It must be accomplished by expansion in consumption of
roods through the return of stability and confidence in the world at large
and that in turn can not be fully accomplished without co-operation with
other nations.

Balancing the Budget.

I shall in due course present the Executive Budget to the Congress.
It will show proposed reductions in appropriations below those enacted
by the last session of the Congress by over $830,000,000. In addition,
1 shall present the necessary Executive orders under the recent Act author-
izing the reorganization of the Federal Government which, if permitted
to go into force, will produce still further substantial economies. These
sums in reduction of appropriations will, however, be partially offset by
an increase of about $250,000,000 in uncontrollable items such as in-
creased debt services, &c.

In the Budget there is included only the completion of the Federal
public works projects already undertaken or under contract. Speeding
up of Federal public works during the past four years as an aid to em-
ployment has advanced many types of such improvements to the point
where further expansion can not be justified in their usefulness to the
Government or the people. As an aid to unemployment we should,
beyond the normal constructive programs, substitute reproductive or
so-called self-liquidating works. Loans for such purposes have been pro-
vided for through the Reconstruction Finance Corporation. This change
in character of projects directly relieves the taxpayer and is capable of
expansion into a larger field than the direct Federal works. The repro-
ductive works constitute an addition to National wealth and to future
employment, whereas further undue expansion of Federal public works
is but a burden upon the future.

The Federal construction program thus limited to commitments and
work in progress under the proposed appropriations contemplates ex-
penditures for the next fiscal year, including naval and other vessel con-
struction, as well as other forms of public works and mainte»ance, of a
total of $442,769,000, as compared with $717,262,000 for the present year.

The expenditure on such items over the four years ending June 30 next
will amount to $2,350,000, or an amount of construction work eight times
as great as the cost of the Panama Oanal, and, except for completion of
certain long-view projects, places the nation in many directions well ahead
of its requirements for some years to come. A normal program of about
$200,000,000 per annum should hereafter provide for the country’s neces-
sities and will permit substantial future reduction in Federal expenditures.

I recommend that the furlough system installed last year be continued
not only because of the economy produced but because, being tantamount
to the “five-day week,” it sets an example which should be followed by
the country and because it embraces within its workings the “‘spread
work’' principle and thus serves to maintain a number of public servants
who would otherwise be deprived of all income. I feel, however, in view
of the present economic situation and the decrease in the cost of living
by over 20%, that some further sacrifice should be made by salaried off icials
of the Government over and above the 8 1-3% reduction under the furlough
system, I will recommend that after exempting the first $1,000 of salary
there should be a temporary reduction for one year of 11% of that part
of all Government salaries in excess of the $1,000 exemption, the result
of which, combined with the furlough system, will average about 14.8%
reduction in pay to those earning more than $1,000.

I will recommend measures to eliminate certain payments in the veterans’
services. I conceive these outlays were entirely beyond the original
intentions of Congress in building up veterans’ allowances. Many abuses
have growp up from ill-considered legislation. They should be eliminated.
The nation should not ask for a reduction in allowances to men and de-
pendents whose disabilities rise out of war service nor to those veterans
with supstantial service who have become totally disabled from non-war-
connected causes and who are at the same time without other support.
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These latter veterans are a charge on the community at some point, and
I feel that in view of their service to the nation as a whole the responsibility
should fall upon the Federal Government.

Many of the economies recommended in the Budget were presented at
the last session of the Congress but failed of adoption. If the Economy
and Appropriations Committees of the Congress in canvassing these pro-
posed expenditures shall find further reductions which can be made without
Impairing essential Government services, it will be welcomed both by
the country and by myself. But under no circumstances do I feel that
the Congress should fail to uphold the total of reductions recommended.

Manufacturers’ Taz.

Some of the older revenues and some of the revenues provided under
the Act passed during the last session of the Congress, particularly those
generally referred to as the nuisance taxes, have not been as prolific of
income as had been hoped. Further revenue is necessary in addition to
the amount of reductions in expenditures recommended. Many of the
manufacturers’ excise taxes upon selected industries not only failed to
broduce satisfactory revenue, but they are in many ways unjust and
discriminatory. The time has come when, if the Government is to have
an adequate basis of revenue to assure a balanced Budget, this system of
special manufacturers’ excise taxes should be extended to cover practically
all manufacturers at a uniform rate, except necessary food and possibly
some grades of clothing.

At the last session the Congress responded to my request for authority
to reorganize the Government departments. The Act provides for the
grouping and consolidation of Executive and Administrative agencies
according to major purpose, and thereby reducing the number and overlap
and duplication of effort. Executive orders issued for these purposes
are required to be transmitted to the Congress while in session and do
not become effective until after the expiration of 60 calendar days afte
such transmission, unless the Congress shall sooner approve. '

I shall issue such Executive orders within a few days grouping or con-
solidating over 50 Executive and Administrative agencies, including a
large number of Commissions and “independent’ agencies.

The second step, of course, remains that after these various bureaus
and agencies are placed cheek by jowl into such groups, the Administrative
officers in charge of the groups shall eliminate their overlap and still further
consolidate these activities. Therein lie large economies.

The Congress must be warned that a host of interested persons inside
and outside the Government whose vision is concentrated on some par-
ticular function will at once protest against these proposals. These same
sorts of activities have prevented reorganization of the Government for
over a quarter of a century. They must be disregarded if the task is
to be accomplished.

Banking.

The basis of every other and every further effort toward recovery is
to reorganize at once our banking system. The shocks to our economic
system have undoubptedly multiplied by the weakness of our financial
system, I first called attention of the Congress in 1929 to this condition,
and I have unceasingly recommended remedy since that time, The
supject has been exhaustively investigated both by the committees of
the Congress and the officers of the Federal Reserve System.

The oanking and financial system is presumed to serve in furnishing
the essential luoricant to the wheels of industry, agriculture and commerce,
that is, credit. Its diversion from proper use, its improper use, or its
Insufficiency instantly prings hardship and dislocation in economic life.
As a system our banking has failed to meet this great emergency. It can
be said without question of doubt that our losses and distress have been
greatly augmented by its wholly inadequate organization. Its inability
as a system to respond to our needs is to-day a constant drain upon progress
toward recovery. In this statement I am not referring to individual
banks or pankers. Thousands of them have shown distinguished courage
and apility. On the contrary, I am referring to the system itself, which
is so organized, or so lacking in organization, that in an emergency its
very mechanism jeopardizes or paralyzes the action of sound panks and
its instability is responsible for periodic dangers to our whole economic
system.

Bank failures rose in 1931 to 1034% of all the banks as compared to
124 % of the failures of all other types of enterprise. Since Jan. 1 1930
we have had 4,665 banks suspend, with $3,300,000,000 in deposits. Partly
from fears and drains from abroad, partly from these failures themselves
(which indeed often caused closing of sound banks), we have witnessed
hoarding of currency to an enormous sum, rising during the height of the
crisis to over $1,600,000,000. The results from inter-reaction of cause and
effect have expressed themselves in strangulation of credit which at times
has almost stifled the nation's ousiness and agriculture. The losses, suf-
fering, and tragedies of our people are incalculable Not alone do they
lie in the losses of savings to millions of homes, injury oy deprival of working
capital to thousands of small businesses, but also, in the fractic pressure
to recall loans to meet pressures of hoarding and in liquidation of failed
banks, millions of other people have suffered in the loss of their homes
and farms, businesses have been ruined, unemployment increased, and
farmers' prices diminished.

That this failure to function is unnecessary and is the fault of our par-
ticular system is plainly indicated by the fact that in Great Britain, where
the econonmic mechanism has suffered far greater shocks than our own,
there has not been a single bank failure during the depression. Again in
Canada, where the situation has been in large degree identical with our own,
there have not been substantial bank failures,

The creation of the Reconstruction Finance Corporation and the amend-
ments to the Federal Reserve Act served to defend the Nation in a great
crisis. They are not remedies; they are relief. It is inconceivable that the
Reconstruction Corporation, which has extended aid to nearly 6,000 in-
stitutions and is manifestly but a temporary device, can go on indefinitely.

It is to-day a matter of satisfaction that the rate of bank failures, of
hoarding, and the demands upon the Reconstruction Corporation have
greatly lessened. The acute phases of the crisis have obviously passed and
the time has now come when this National danger and this failure to re-
spond to National necessities must be ended and the measures to end them
can be safely undertaken. Methods of reform have been exhaustively
examined. There is no reason now why solution should not be found at the
present session of the Congress. Inflation of currency or governmental
conduct of banking can have no part in these reforms. The Government
must abide within the field of constructive organization, regulation, and
the enforcement of safe practices only.

Parallel with reform in the banking laws must be changes in the Federal
Farm Loan Banking system and in the Joint Stock Land Banks. Some of
these changes should be directed to permanent improvement and some to
emergency aid to our people where they wish to fight to save their farms
and homes.

I wish again to emphasize this view—that these widespread banking
reforms are a National necessity and are the first requisites for further
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recovery in agriculture and business. They should have immediate con-
sideration as steps greatly needed to further recovery.

Economic Co-operation With Other Nations.

Our major difficulties during the past two years find their origins in the
shocks from economic collapse abroad which in turn are the aftermath of
the Great War. If we are to secure rapid and assured recovery and protec-
tion for the future we must co-operate with foreign nations in many meas-
ures.

We have actively engaged in a World Disarmament Conference where,
with success, we should reduce our own tax burdens and the tax burdens
of other major nations. We should increase political stability of the world.
We should lessen the danger of war by increasing defensive powers and
decreasing offensive powers of nations. We would thus open new vistas of
economic expansion for the world.

We are participating in the formulation of a World Economic Conference,
successful results from which would contribute much to advance in agri-
cultural prices, employment, and business, Currency depreciation and
correlated forces have contributed greatly to decrease in price levels. More-
over, from these origins rise most of the destructive trade barriers now
stifling the commerce of the world. We could by successful action increase
security and expand trade through stability in international exchange and
monetary values. By such action would confidence could be restored. It
would bring courage and stability, which will reflect into every home in

* ourland.

European War Debts,

The European governments, obligated to us in war debts, have requested
that there should be suspension of payments due the United States on Dec.
15 next, to be accompanied by exchange of views upon this debt question.
Our Government has informed them that we do not approve of suspension
of the Dec. 15 payments. I have stated that I would recommend to the
Congress methods to overcome temporary exchange difficulties in connec-
tion with this payment from nations where it may be necessary.

In the meantime I wish to reiterate that here are three great fields of
international action which must be considered not in part but as a whole.
They are of most vital interest to our people. Within them there are not
only grave dangers if we fail in right action but there also lie immense
opportunities for good if we shall succeed. Within success there lie major
remedies for our economic distress and major progress in stability and
security to every fireside in our country.

The welfare of our people is dependent upon successful issue of the great
causes of world peace, world disarmament, and organized world recovery.
Nor is it too much to say that to-day as never before the welfare of man-
kind and the preservation of civilization depend upon our solution of these
questions. Such solutions can not be attained except by honest friendship,
by adherence to agreements entered upon until mutually revised and by
co-operation amongst nations in a determination to find solutions which
will be mutually beneficial.

Other Legislation.

I have placed various legislative needs before the Congress in previous
messages, and these views require no amplification on this occasion. I
have urged the need for reform in our transportation and power regulation,
in the anti-trust laws as applied to our National resource industries, western
range conservation, extension of Federal aid to child-health services, mem-
bership in the World Court, the ratification of the Great Lakes-St. Lawrence
Seaway Treaty, revision of the bankruptcy acts, revision of Federal court
procedure, and many other pressing problems.

These and other special subjects I shall where necessary deal with by
special communications to the Congress,

The activities of our Government are so great, when combined with the
emergency activities which have risen out of the world crisis, that even the
briefest review of them would render the annual message unduly long. I
shall therefore avail myself of the fact that every detail of the Government
is covered In the reports to the Congress by each of the departments and
agencies of the Government.

Conclusion,

It seems to me appropriate upon this occasion to make certain general
observations upon the principles which must dominate the solution of
problems now pressing upon the Nation. Legislation in response to Na-
tional needs will be effective only if every such act conforms to a complete
philosophy of the people’s purposes and destiny. Ours is a distinctive
government with a unique history and background, consciously dedicated
to specific ideals of liberty and to a faith in the inviolable sanctity of the
Individual human spirit. Furthermore, the continued existence and
adequate functioning of our government In preservation of ordered liberty
and stimulation of progress depends upon the maintenance of State, local,
Institutional, and individual sense of responsibility, We have builded a
system of individualism peculiarly our own which must not be forgotten
in any governmental acts, for from it have grown greater accomplishments
than those of any other nation.

On the social and economic sides, the background of our American system
and the motivation of progress is essentially that we should allow free play
of social and economic forces as far as will not limit equality of opportunity
and as will at the same time stimulate the Initiative and enterprise of our
people. In the maintenance of this balance the Federal Government can
permit of no privilege to any person or group. It should act as a regulatory
agent and not as a participant in economie and social life. The moment
the Government participates, it becomes a competitor with the people.
As a competitor it becomes at once a tyranny in whatever direction it may
touch, We have around us numerous such experiences, no one of which
can be found to have justified itself except in cases where the people as a
whole have met forces beyond their control, such as those of the Great War
and this great depression, where the full powers of the Federal Government
must be exerted to protect the people. But even these must be limited to an
emergency sense and must be promptly ended when these dangers are
overcome.

With the free development of science and the consequent multitude of
Inventions, some of which are absolutely revoluntionary in our National
life, the Government must not only stimulate the social and economic
responsibility of individuals and private institutions but It must also give
leadership to co-operative action amongst the people which will soften the
effect of these revolutions and thus secure social transformations in an
orderly manner. The highest form of self-government is the voluntary co-
operation within our people for such purposes,

But I would emphasize again that social and economic solutions, as such,
will not avail to satisfy the aspirations of the people unless they conform
With the traditions of our race, deeply grooved in their sentiments through
a century and a half of struggle for_ideals of life that are rooted in religion
and fed from purely spiritual springs.

HERBERT HOOVER

The White House,
Dec. 6 1932.
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Budget Message of President Hoover—Continuance of Federal Gasoline Tax for
Another Year Proposed—Suggested Sales Tax Fixed at 21,%—Deficit for 1933

Estimated at $307,192,187.

Following the presentation to Congress of his annual
message on Dee. 6 (which will be found on another page in
this issue of our paper), President Hoover on Dec. 7 sub-
mitted to Congress his budget message. In his annual mes-
sage, the President gave his endorsement to a sales tax,
imposed with the view to balancing the budget; in his
budget message the President recommends:

That the manufacturers’ excise taxes now imposed on certain articles
be extended and in part replaced by a general uniform tax (excluding food).
I have been advised that the annual yield of such a general tax at a 24 %
rate would be approximately $355,000,000.

He likewise recommends that ‘‘the Federal tax on gasoline,
which is effective only until June 30 1933, be continued
until June 30 1934, producing about $137,000,000 additional
revenue in the fiscal year 1934.”” Preceding these recom-
mendations the President stated that “in spite of the large
reduction in expenditures, the revenues under existing laws
are expected to fall short of providing sufficient money to
avoid a further increase in the public debt in the fiscal
year 1934 by about $307,000,000.”

According to the President, the additional $492,000,000
of revenue produced through the gasoline and sales tax
“will not only make possible the replacements referred to
above but will also avoid a further increase in the publie
debt during the fiseal year 1934.”

In presenting his budget message, President Hoover says
that the appropriations recommended for the fiscal year

ending June 30 1934, have been reduced by about $830,-
000,000 below the appropriations for the current fiscal year,
which reduetion is offset by about $250,000,000 of unavoid-
able increases in items not subject to Administrative control,
making a net reduction of about $580,000,000. The appro-
priations recommended in the budget (for 1934) total
$4,218,808,344 and are predicated on a reduction of $55,-
000,000 in Government salaries (11% cut in amounts over
$1,000), and a saving of $127,000,000 in Veterans’ expendi-
tures. The message recommends ‘‘that there be no further
grant of legislative authority for appropriation for Federal-
aid highways until the financial condition of the Treasury
justifies such action.’” The deficit estimated by the President
for the fiscal year ended June 30 1934, is $307,192,187; for
the fiscal year 1933, $1,146,478,307, and for the fiscal year
1932, $2,472,732,539. We give the budget message in full
herewith:

To the Congress of the United Slates:

1 have the honor to transmit herewith the Budget of the United States
for the fiscal year ending June 30 1934. The appropriations herein recom-
mended for the fiscal year 1934 have been reduced by about §830,000,000
below the appropriations for the current fiscal year, which reduction is
offset by about $250,000,000 of unavidable increases in items not sunject
to administrative control, making a net reduction of about $580,000,000.

The following tabulation summarizes the estimates of appropriations
(a) as contained in the body of the Budget and (b) as modified by the
further recommendations contained in this message, compared with the
appropriations made by the Congress for the curent fiscal year:

Fiscal Year 1934 Estimates—

Increase (+) or Decrease (—)
of Fiscal Year 1934 Compared
with Fiscal Year 1933—

Department or Establishment.

As Estimated
in the Body
of the Budget.

As Moadified
by Additional
Recommendations
in the Budget
Message.

Fiscal Year
1933
Appropriations.

As Estimated
in the Body
of the Budget.

As Modified
by Additional
Recommenda-
tions in the
Budget M essage.

D e e e L

Executlve Office and Independent Istablish

¥ MAdministration) YEssIans

Post Office—Trom postal revenues
From the Treasury
State Seit
War—Military . .
+ Non-military
¥ Panama Canal.
Distriet of Columblia.
Public Debt—Reductlo
Interest......

Total

$21,088,928

47,062,220
1,060,976,834

627,293,161
97,000,000
13,008,627

289,861,557

278,606,741
73,296,440
13,106,404
39,743,270

534,070,321

725,000,000

*$17,558,317

45,771,848
931,077,773
115,883,297

36,409,372

56,594,543

43,421,84

12,793,616
308,695,579
627,293,161

67,215,330

71,559,462
12,553,368
38,643,862
534,070,321
725,000,000

$18,822,141

84,802,801
1,020,464,000
317,883,236
44,784,408
81,325,484
45,996,000
12,924,770
328,906,141
651,104,675
155,000,000
13,694,793
597

375,027,
305,739,924
151,718,158

64

+ 82,266,787

—37,630,671
+40,512,834
—199,068,327
—6,850,085
~—23,134,5655
—013,513
468,575
—19,258,605
—23,811,514

85,000,000

—31,263,824

—39,121,043
—89,386,227
—201,999,939
—8,375,036
—24,730,941
—2,574,157
—131,154
—20,210,562
—23,811,514
—87,784,670
—1,189,489
—90,129,450
—28,876,723
—=80,158,696
+1,406,707
—5,553,760
437,266,843
+-85,000,000

$4,403,178,032

$4,218,808,344

$4,800,731,979

—$397,553,947

—8581,923,635

* Arter deducting $1,968,000, Economy Act savings.

The appropriations which I recommend be made for the fiscal year

Ezpenditures.

ending June 30 1934, as shown above, total $4,218,808,344, and are predi-
cated upon the enactment of legislation, which I hereby recommend,
Providing (a) for a temporary reduction in the rate of pay of Federal per-
sonnel, to be applied to all civil employees prior to the application of the
provisions of Title I of Part IT of the act making appropriavions for the
Im:.;islatlvo branch of the Government for the fiscal year ending June 30
1033, and for other purposes (the continuation of which for another year
is submitted in the body of the Budget), effecting an additional saving
of $55,000,000, and (b) amending certain laws providing for benefits to
veterans, producing a futher saving of $127,000,000. I recommend that
this legislation be in the language appended to this Message.

The appropriations made for any fiscal year control the obligations
which may be incurred during that year, but do not accurately reflect the
expenditures of the year, as many expenditures are made in liquidation of
obligations of a prior year and out of the prior year’s appropriation, while
many ooligations incurred during the yearareliquidated in a subsequent year.

Expenditures, therefore, while based upon the appropriations available
must be separately estimated. The fol'owing tabulation summarizes the
expenditures contemplated during the fiscal year 1934 under appropriations
(a) as recommended in the hody of the Budget and (b) as modified by the
further recommendations contained in this message, compared with the
estimated expenditures for the current fiscal year:

Increase (+) or Decrease (—)
of Fiscal Year 1934 Compared
with Fiscal Year 1933—

Fiscal Year 1934

Department or Establishment.

As Estimated
in the Body
of the Budget.

As Modified
by Additional
Recommendations
in the Budget
Message.

Fiscal Year 1933,

As Estimated in

the Body of the
Budget.

As Estimated
in the Body
of the Budget.

As Modified
by Additional
Recommenda-
tions in the
Budget Message.

Legislative.

Executive Office and Independent Establishments (except Veterans'
Administration)

Veterans' Administration. .

Agriculture

Commerce .

Navy
Post Office—Erom postal revenues.

Non-military - - .
Panama Canal. ..
District of Columbla. =L
Public Debt—Reductlon in prineip:
Interest

$20,581,300

51,675,800
1,105,008,000
144,876,400
40,066,000
71.010,500
44,654,000
13,368,500
330,126,000
625,000,000
97,075,000
13,118,800
336,365,700
286,046,400

534,070,300
725,000,000

$17,050,700

50,385,500
975,109,000
141,044,800

38,541,100

69,414,200

42,993.400

12,768,800
320,174,100
625,000,000

67,290,400

12,615,500
331,402,300
284,302,900
106,334,100

12,380,

39,648,100
534,070,300
725,000,000

$24,675,800

128,904,800
1,073,381,000
314,204,500
44,743,400
75,605,800
46,081,300
12,337,400
356,360,500

306,409,200
121,077,700
13,421,800
41,952,000
498,153,400
695,000,000

—$4,094,500

—77,229,000
31,627,000
—169,328,100
—4,677,400
—4,595,300
—1,427,300
41,031,100
—26,234,500
425,000,000

—488,800
—1,204,500
435,916,900
-+30,000,000

—£7,625,100

—78,519.300
—98,272,000
—172,259,700
—6,202,300
—6,191,600
—3,087,900

— 14,743,600
—1.041,800
—2,303,900

+35,916,900

+ 30,000,000

$4,599,794,200
625 000

$4,415,425,200
625,000,000

+4,868,888,400
600,000,000

—$269,094,200
+ 25,000,000

—$453,463,200
+25,000,000

$3,974,794,200

33,790,425,200

$4,268,888,400

—8$204,094,200
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