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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

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

Financial Chronicle

Dec. 10 1932

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

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




3898

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
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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

Financial Chronicle

Dec. 10 1932

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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+ The last complete list of bonds used In computing these indexes was published In the *Chroniele’” on Oct. 1 1932, page 2228,
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

—8$478,463,200
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The total expenditure in 1934 is increased above the normal carry over
of funds from prior appropriations by $110,000,000 from the 1933 appropria~
tions for construction as contained in the Emergency Relief and Construction
Act, in opposition to which appropriations I presented my views to the
last Congress. This unusual carry-over accounts for the major difference
between reduction of appropriations and reduction of expenditures.

Ezpenditures and Receipts.

The following tabulation summarizes the estimated expenditures and
receipts for the fiscal years 1934 and 1933 compared with the actual expendi-
tures and receipts for 1932. The expenditures for 1934 are predicated
upon the approations for that year recommended above and the receipts
for 1934 upon existing revenue laws:

1932.

$5,006,590,305
412,629,750

$4,593,960,555
2,121,228,006

$2,472,732,549

1933.

$4,268,888,400
498,153,400

$3,770,735,000
2,624,256,693

$1,146,478,307

1934.

$3,790,425,200
534,070,300

$3,256,354,900
2,949,162,713

$307,192,187

Total payable from Treasury.
Ded. public-debt retirements .

Total other expenditures.._
Recelpts

Excess of expenditures

From this tabulation it will be seen 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.

To meet this situation I recommend:

(a) 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, and

(b) That the manufacturers’ excise taxes now imposed on certain articles
be extended and in part replaced py a general uniform tax (excluding food).

have been advised that the annual yield of such a general tax, at a 2% %
rate, would be approximately $355,000,000.

The additional $492,000,000 of revenue produced in this way will not
only make possible the replacements referred to ahove but will also avoid a
further increase in the public debt during the fiscal year 1934. The details
of these recommendations will be presented by the Secretary of the Treasury.

Continuance of Certain Economy Provisions.

In arriving at the amounts of the estimates of appropriations contained
in this budget for the executive branch of the Government, I have predicated
my action on a continuance during the fiscal year 1934 of certain sections
or parts of sections of the so-called Economy Act of June 30 1932, which,
by the terms of that act, are now limited in their application to the fiscal
year 1933. The recommendation for the continuance of these sections of
the Economy Act will be found in the general provisions which have been
incorporated in the chapter of this Budget pertaining to the Post Office
Department. These provisions have been inserted in that chapter for the
reason that it has been the general policy of Congress to include in the con
solidated act making appropriations for the Terasury and Post Office depart-
ments general provisions which are to have application to all departments
and establishments.

The provisions of section 110 of the Economy Act, which deal with the
impounding of funds unexpended by reason of the operation of the pro-
visions of Title I of that act are not, of course, recommended for con-
tinuance as the savings which will result from the continuance during 1934
of the provisions of this title have been taken into consideration in framing
the estimates of appropriations for 1934, including the permanent appropria-
tion estimates. With regard to the permanent specific appropriations there
is included in the recommendations a provision that these appropriations
shall be reduced for 1934 in an amount which represents the savings which
will be made therefrom by the continuance of the provisions of the Economy
Act,

I am recommending the retention of so much of Section 202 as precludes
administrative promotions, but do not recommend the continuance of that
portion of said section, nor of Section 203, which for the current fiscal year
requires the written authorization or approval of the President for the
filling of vacant positions. This is a detail of administrative reponsibility
Which should be restored to the heads of the departments and establish-
ments where it has uniformly rested in the past. The estimates of appro-
priations for 1934 provide only for the personnnel needed under the existing
organizational set-up. If vacancies occur which are not necessary to be
filled, I am confident that we can rely upon the heads of the departments
and establishments to see that they are not filled. I feel that we are
Wweakening the responsibility which should devolve upon and be intrusted
in the heads of the departments and establishments by requiring the Chief
Executive to authorize or approve in writing the filling of any vacancies
which may occur in their personnel.

The reductions in the estimates of appropriations contained in this
Budget which are due to the recommendation that certain provisions
of the Economy Act pe continued in force during 1934 amount to $07,398,-
000. This is exclusive of the estimates of appropriations for the Legislative
branch of the Government which do not, of course, reflect the savings
which would result from the continuance in 1934 of these provisions of
the Economy Act. The Budget and Accounting Act of 1921 provides
that the estimates for the Lenislative branch of the Government shall
be presented to the Congress withour Executive revision. If these pro-
visions of the Economy Act are continued in effect during 1934 they would
automatically reflect a reduction in the estimaves of appropriations for
the Legislative establishment of approximately $1,968,000.

Molor Vehicles.

The provisions which have appeared annually in the separate appro-
Priation acts relating to the purchase, use and general maintenance of
Passenger-carrying automooiles have been consolidated and appear as
section 3 of the Post Office Department chapter of this Budget, in language
which makes the provision applicable to the appropriations for all of the
Executive departments and independent establishments for the fiscal year
1934. The adoption of a general provision will assure uniformity and
avoid the necessity of carrying individual restrictions of this natare in
each of the appropriation acts.

Veterans' Administration.

The appropriations recommended for the Veterans' Administration for
1934 amount vo $931,078,000, after deducting the savings o be accom-
plished by the legislation recommended above., [Ihe appropriations for
1933 total 1,020,464,000. Without the savings now recommended
above the appropriations for 1934 would exceed $1,060,000,000. About
$21,000,000 of each of thse amounts represents the cost of the civil-
service retirement and disability fund which is administered by the Veterans’
Administration. Deducting this amount gives a cost for care of veterans
for 1934 of $£32,956,000 as against $999,464,000 for 1933. This wonld
indicate a decrease of about $66,500,000, but the Veterans’ Administration
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will require anTadditional amount of aboutT$16,250,000 for military and
naval insura.nce!during the currcut'flscal,year, so that the real decrease
in cost for 1934 under 1933 is about $82,750,000.

The principal items of decrease are the $127,000,000 to be accomplished
by the legislation] mentioned above fand decreases in?construction and
in general{administration $ These decreases are,partially offset by in-
creases injmilitary, and naval_ jnsurance, and in military,and naval com-
Pensation,

Retirement Funds.

TheYactuarial] revaluation of the Civil Service Retirement and Dis-
abilivy Fund so as tofcover the changes made by the Act of May 29 1930
has nov been completed ® Pending the completion of this revaluation the
estimates for the financing of the Government's liability to the fund is
vresented in thelsame amount as has been appropriated for each of the
last two years, namely, $20,850.000.

With regard to the Foreign Service Retirement and Disatility Fund
the actuarial valuation shows that a Federal contribution of $427,000
will be required for the fiscal year 1934 vo maintain the solvency of the
fund. The Government's liability to the fund was increased by the Act
approved Fep. 23 1931, but there has been no change in the existing statu-
tory authorization that appropriations to meet the Government's liability
should at no time exceed the total of the contributions of the Foreign
Service officers and accumulated interest thereon. Under existing law
there is no authorization for an appropriation for 1934 in excess of $292.700,
so that this Budget contains an estimate in that amount only.

Shipping Bonrd.

NoTdirect appropriation for the Shipping Board shipping fund was
made for 1933, the operating costs for that year being met by the authority
granted by Congress to utilize balances and rxserves on hand. In ad-
dition to recommending a continuance of this authority for 1934, the
estimate for the shipping fund convained in this Budget provides for a
direct appropriation of $2,875,000. The requirements of the Shipping
Board shipping fund to meet its operating costs is dependent upon the
lines of vessels which it may operate and each line which is sold operates
to reduce vhe amount needed. Where the sale of lines py the Shipping
Board is conditional upon the private operators receiving an ocean mail
contract from the Post Office Department the Board should be in a position
to transfer to that department the savings which are reflected in the op-
erating costs. For this purpose a provision has been incorporated in
the estimates of appropriations for the Shipping Board to permit of the
transfer of not exceeding $4,000,000 to the Post Office Department to be
availaole only for meeting the cost in 1934 of ocean mail contracts entered
into by that Department under the provisions of the Merchant Marine
Act of 1928 for service upon steamship lines which may be sold by the
Shipping Board.

Public Works.

Speaking generally of public works, this program is well in advance or
the country’s immediate need by virtue of the vast appropriations made fo
this purpose as a means of increasing employment. The authorization o
large programs of self liquidation works to be financed by the Reconstruction
Finance Corporation provides aid to employment upon an even larger scale
without burden upon the taxpayers. For this reason the estimates for
Public works generally for 1934 show a marked reduction below the appro-
priations for 1933.

Federal-Aid Highway System.

The authorization for appropriations for the Federal-aid highway system
expires with the current fiscal year, 1933, and the unappropriated balance
of the auchorizations amounts to $51,560,000. This Budget contains an
estimate of appropriation of $40,000,000 of this balance, this being the
amount which will be required for expenditure in 1934 in the absence of any
further legislative authorizavion for appropriation. 1 earnestly recommend
vo the Congress that there pe no further grant of legislative authority for
appropriation for Federal aid highways until the financial condition of the
Treasury justifies such action. The annual program of Federal aid for the
highway system was increased from $75,000,000 to $125,000.000 beginning
with the fiscal year 1931, and has been materially further advanced within
the last two years by the appropriation of $80,000,000 made in the Emer-
gency Construction Appropriation Act of Dec. 20 1930, and the appropri-
ation of 120,000,000 contained in the Emergency Relief and Construction
Act of July 21 1932. I am not unmindful that these emergency appropri-
ations, amounting to $200,000,000, represent advances only and that under
the provisions of the acts making them the entire amount, less the $15,000,-
000, returnaple to the United States from the authorizstion for 1933, is
eventually to be reimbursed to the United States by deductions from the
apportionments which may be made to the States under any future author-
izations that may be granted for carrying out the Federal Highway Act.
I do not, however, view this as a commitment which of itself necessitates
further authorization for Federal appropriations until such time as the finan-
cial condition of the Treasury justifies such action,

Bui'dings.

The Federal public building program authorized by the act of May 25
1926, is progressing satisfactorily and the activities under iv have peen of
material assistance in the relief of the unemployed. The program involves
a total expenditure for all purposes of approximately $700.000,000, of
which $190,000,000 is for land and buildings in the District of Columbia,

In furtherance of the provisions of the enabling legislation 817 projects
have oeen specifically authorized at limits of cost aggregating $470,717,000.
On Oct. 31, last, 254 of these projects had been completed, 400 projects
were under contract either in whole or in part, and 110 projects were Leing
Processed toward the contracv stage, the drawings therefor having been
completed. In accordance with provisions of the Legislative Appropria-
tion Act for the fiscal year 1932, original limits of cost were reduced 10%
for over 200 projects not under contract on July 1 1932. Further savings
have been made as a result of the decline in price of materials, and it is
estimated that of the $470,717,000 specifically authorized for the 817 proj-
ects, at least $40,000,000 will be saved and all of them completed within
$430,000,000.

In carrying on the program, including additional land in the District of
Columbia, obligations aggregating $378,804,417.52, were Incurred to
Oct. 31, last, and $261,278,065.75 actuzally expended.

The funds availaole for expenditure in the fiscal year 1933 amount to
$134.053,401.19. It is expected that this amount, together with the
$60,000,000 included in the estimates for 1934 now transmitted, will all be
spent in the fiscal years 1033 and 1934.

These activities under the building program were increased to a marked
degree by the appropriation of $100,000,000 for public puildings contained
in the Emergency Relief and Construction Act of 1932, which was approved
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on July 21 1932. 'This act stipulated that the projects undertaken under
the emergency appropriation should oe selected from those to which funds
authorized under the regular public suilding program had peen allocated.
After a comprehensive survey of applicable conditions about 410 projects
have been selected and plans have been laid to proceed with the work to
the end that practically all of the funds appropriated will be oolicaied in
the fiscal years 1933 and 1934.

No provision is made for additional projects in the Budget now trans-
mitted, other than estimates aggregating $2,505,000 for miscellaneous
projects not coning within the purview of the regular building program, as
I do not deem further building at this time in the public interest.

Ripers and Harbors and Flood Control.

The estimate for the annual appropriation for the maintenance and
improvement of existing river and harbor works contained in this Budget
is $39,388,129, a reducuion from the comparable amount of the regular
annual appropriation for 1933 of $20,161,871. The emergency appro-
priations made last July for public works, with a view to increasing em-
ployment, contained $30,000,000 for rivers and harpors. which is in addition
to the annual appropriation of $60,000,000 for 1933. Adding vhe estimate
of appropriation for 1934 to the two appropriations for the current fiscal
year will provide $12J,388,129 for the two years, or an average of nearly
$65,000,000 per year, and If there be included with these appropriations
the amount of cash on hand June 30 1932 the cash availability for river and
harbor works during the fiscal years 1933 and 1934 totals approximately
$149,445,000, or an average of $74,722,000 per year. Because of a re-
duction in the cost of labor and materials for work of this character the
value of the work of river and harbor improvement which can be accom-
plished during the fiscal years 1933 and 1934 with the funds available
would represent an increase of from 15 to 40%, or between $171,862,000
and $209,223,000 at 1929 costs.

For flood control the 1934 estimates of annual appropriations provide
810,653,424 for the Mississippi River and its tributaries and $768,480
for the Sacramento River, reductions of $12,066,576 and $207,520 from
comparatle amounts provided in the regular annual appropriations for
1933. In addition to the regular annual appropriation of $32,000,000
for the fiscal year 1933, there was provided $15,500,000 for flood-control
work on the Mississippi River and its tributaries by the Relief Act ap-
proved July 21 1932. Adding the estimate of appropriation for 1934 to
the two appropriations for the current fiscal year will provide $67,153,424
for flood control on the Mississippi for the two years, or an average of
over $33,500,000 per year, and if the cash on hand on June 30 1932 be
Included the cash availability for the two years is approximately $85,523,000,
or an average of $42,761,000 per year. In value of work these amounts
will produce an increase of petween 15 and 40% over the work which
could have been secured with the same amounts at 1929 costs, due to
the reduction which has taken place in the cost of this character of wors.

The total of the estimates contained in this Budget for rivers and har-
bors (including maintenance and operation of Dam No. 2, Muscle Shoals)
and flood conurol is §71,255,217, of which $49,935,313 is for rivers and
harbors and $21,319,904 for flood control. The total of 871,255,217
includes $10,868,500 to meet requirements under authorizations of law
covering permanent specific and indefinite appropriations, advances and
contributions for rivers and harbors, and flood-control work.

Panama Canal.

For maintenance and operation of the Panama Canal and the sanitation
and civil government of the Canal Zone this Budget provides for a total
of $13,106,404, after deducting $471,718 to cover reductions based upon
a continuation in 1934 of certain provisions of the Economy Act. This
gives $13,578,122 to ke used for purposes of comparison with the 1933
appropriation of $11,146,661, and indicates a net increase in 1934 of
$2,431,461. However, it is to be noted that the Budget estimate for
1933 was reduced by $3,500,000 and the amount appropriated supple-
mented to the sams extent by a provision in the Act reading ‘‘and such
sums, aggregating not to exceed $3,500,000, as may be deposited in the
Treasury of the United States as dividends by the Panama RR. Co. in
excess of 10% of the capital stock of such company.” While this resulted
in a facial reduction in the estimate as submitted in the Budget for 1933,
{t did not affect any saving, as it reduced by a corresponding amount
the dividends which otherwise would have peen paid into the [lreasury
by the Panama RR. Co. Therefore, from the standpoint of availability
of funds, the 1934 estimate is $1,068,539 below the appropriations for 1933.

Treasury Department,

The estimates of appropriations for the Treasury Department as pre-
sented in this Budget, aside from Interest on the public debt and public-
debt retirements from ordinary receipts, are $85,166,000 less than the
appropriations for 1933. Excluding the amount of deductions predicated
on a continuance of certain sections of the Economy Act, which amount
to approximately $8,000,000, and taking into consideration that an ad-
ditional amount of about $40,000,000 will pe required in 1933 for refunding
taxes illegally collected, the nev decrease, aside from the public-debt items,
amounts vo approximately $37,160,000.

The principal decrease is $148,000,000 in the items for construction
of new Federal buildings. This decrease is made possible by reduced
expenditure requirements amounting to $48,000,000 under the regular
public-building program and the fact that the Emergency Relief and
Construction Act of 1932 provided $100,000,000 for public buildings,
which is available during 1933 and subsequent years. Among the other
decreases are $5,700.000 for customs administration, due largely to reim-
bursable items resulting from the decline in customs receipts; $1,084,000
in the Coast Guard items, and $753,000 under the Bureau of Engraving
and Printing due to reduced production program.

On the increase side the main items, excluding those pertaining to the
puplic debt, are $68,000,000 for refunding taxes illegally collected, for
which no direct appropriation was made for the current fiscal year, and
$7,715,000 for the Office of the Supervising Architect, which is made
up principally of items having to do with the operation and maintenance
of the lacge numper of Federal puildings which will be completed during
1934, the remodeling and enlarging of old baildings, and the increase in
force and related expenses, both in Washington and in the field. incident
to the enlarged construction program,

With regard to public-debt transactions the estimate under the permanent
appropriation for 1934 for interest on the public debt shows an increase of
885,000,000 in excess of thé appropriation for 1933. There is also an increase
of $37.,266,843 for public-debt retirements from ordinary receipts, con-
sisting of the cumulative sinking fund, additional sinking-fund requirements
to carry into effect the provisions of Section 308 of the Emergency Relief
and Construction Act of 1932, receipts from foreign governments to be
applied to debt retirements, and retirements from franchise-tax receipts
from Federal Reserve banks.
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National Defense.

Excluding all items of a non-military nature the estimates of appropria~
tions contained in this Budget for national defense under the War and Navy
Departments amount to $586,477,000 as compared with approrpriations
of $632,466,000 for 1933, which indicates a decrease of $46,019,000. To
obtain a proper basis for comparison, however, there should be deducted
816,996,000, which represents the deductions made in the 1934 estimates
predicated upon a continuance during that fiscal year of certain provisions
of the Economy Act. On this comparable basis the decrease is slightly
more than $29,000,000.

With regard to the War Department the net decrease is $18,215,000,
which results from a large number of items of increase and decrease. The
principal item of decrease is Army construction, for which $17,414,000 was
appropriated in 1933 and for which no similar item is included in this
Budget. Construction under the Army housing program has progressed
to such a stage that a postponement of further construction can be made at
this time without detriment to the Army. Other decreases which merit
mention here are $3,590,000 in arming, equipping, and training the National
Guard, effected principally by the inclusion in the estimate of appropriation
of a provision temporaily suspending existing law so0 as to permit a reduction
in the number of armory drills paid by the United States from 48 to 24,
and $1,592,000 for citizen's military training camps, made possible by a
reduction of the number of traniees to be ordered to such camps. The
principal increase is $4,483,000 for subsistence of the Army, which is due to
the fact that the appropriation for 1933 was supplemented by 85,435,000
of excess stock and funds accumulated from prior year appropriations—
no similar assets being available for 1934. There is also an increase of 81,-
243,000 for transportation of the Army, required principally for the pro-
curement of trucks and ambulances and the transportation of Army supplies
and its personnel and baggage.

Provision is made in these estimates for average active strenghts of 12,000
commissioned officers, 883 warrant officers, and 118,750 enlisted men of the
Regular Army, and 6,500 enlisted men of the Philippine Scouts; for an
actual average strength of 185,000 officers and men of the National Guard;
for the training of 16,722 members of the Organized Reserves for varying
periods; for the enrollment and instruction of 127,565 students in the
Reserve Officers Training Corps units in schools and colleges, and the train-
ing of 7,200 of this number in 30-day camps; and for 30 days' attendance at
citizens' military training camps of 13,000 trainees.- The estimates for 1934
make provision for the adequate maintenance and operation of Army Air
Corps activities and for the procurement of 375 new airplanes, which will
give the Air Corps a total fo 1,537 airplanes, on hand and on order on
June 30 1984, leaving a shortage of only 111 in the approved program of
1,648 airplanes for the Regular Army.

For the Navy Department the net decrease in the estimates for 1934 from
the appropriations for 1933 is $10,807,000. There is a reduction of $12,-
554,000 for ordinary maintenance and operating expenses; $10,340,000 for
public works projects, and $9,450,000 in the amount for modernization of
battleships. Offsetting these reductions totaling $32,244,000, is an increase
of 821,437,000 for construction of new vessels.

The items for ordinary maintenance and operation provide for maintaining
during the fiscal year 1934 an average of 79,700 enlisted men of the Navy,
the same as provided for 1933, and an average of 13,600 enlisted men of the
Marine Corps as compared with an average of 15,343 men provided for 1933.

The estimate of $4,400,000 included in this Budget for modernization of
battleships is sufficient to complete work on two battelships and to carry
forward work on the other ship now in dock.

For construction of new vessels the 1934 estimates total $38,845,000.
This sum, together with the amount of $5,000,000 to be transferred to this
account from the naval supply account fund and an estimated balance of
$9,525.000 to be carried over from 1933, will make available for 1934 a
total of $53,380,000. This amount is ample to continue work at a normal
rate of progress on all vessels now under way, and, in addition, on one 8-inch
cruiser to be laid down in January 1933, another such cruiser to be laid down
in January 1934, and four destroyers to be laid down in the first half of the
fiscal year 1934. The amount appropriated for 1933 for construction of
new vessels was $18,063,000. In addition, $7,000,000 was authorized to
be transferred from other appropriations and a balance of $37,817,000 was
carried over from 1032, making a total availablity for 1933 of $62,880,000.
While the estimates for vessel construction for 1934 are about $21,000,000
in excess of the appropriation for 1933, the availablity for 1934 will be some
$9,500,000 less than the availability for 1933. This difference is largely
accounted for in the estimated savings due to continuation of provisions of
the Economy Act and the anticipated reduction in labor costs.

The present schedule of wages for per diem employees of the Naval
Establishment has been in effect since Jan. 1 1929. A provision of the
Economy Act prohibits a reduction in such wage rates during the fiscal
year 1933. This provision is not recommended for continuation through
1934.

A total decrease of $4,576,000 in the cost of National defense is re-
flected in this Budgev by the inclusion in the Post Office Department
chapter of a general provision suspending, for the fiscal year 1934, the
re-enlistment allowance or “‘bonus’ to enlisted men. There is certainly
at vhis time no necessity of the military service which justifies the payment
of a cash bonus to men for re-enlisting in the service.

Unezpended Balances.

Following the policy which I have uniformly pursued and which has
had the concurrence of the Congress, I am not recommending that the
requirements for 1934 be met in part by a reappropriation or extension
of the availapility of unexpended balances of appropriations for the riscal
year 1933 except in those cases in which moneys appropriated for a specific
non recurring project remain unexpended and it is necessary to continue
the availability of the funds for the same purpose or purposes for which
originally appropriaved.

Conclusion.

Notwithstanding the large reduction in expenditures estimated for
the current fiscal year below those in the fiscal year 1932 and the increased
revenues anticipated during this year under the revenue laws enacted
at the last session of Congress, a large excess of expenditures with con-
szqa;xent. increase in the public debt is anticipated for the current fiscal
year.

Such a situation cannot be continued without disaster to the Federal
finances. The recommendations herein presented to the Congress for
further drastic reductions in expenditures and increased revenues will
serve to prevent a further increase in the public debt during the fiscal
year 1934 only if Congress will refrain from placing additional burdens
upon the Fedaral Treasury.

I can not too strongly urge that every effort be made to limit expendi-
tures and avoid additional obligations not only in the interest of the al-
ready heavily burdened taxpayer but in the interest of the very integrity
of the finances of the Federal Government.

HERBERT HOOVER.

Dec. 5 1932.
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RECAPITULATION.

Budget, 1934,

Budget Estimates, 1933. Appropriations, 1933.

Decrease (—) or Increase
(+) Compared with
1933 Appropriations.

Reductions
Predicated
Supplemen- Regular. Supplemen~ Estimates. on Continu-
tal. tal. ing During
the Fiscal
Year 1934
Certain Pro-
visions of
the Economy
Act.

Regular.
! Other Reduc-

tions (—) or
Increases
(+).

Annual appropriations:
Legislative establishment
Executive Office and independent
establishments, except Veterans'
Administration
Veterans' Administration. .
Department of Agriculture.
Department of Commerce.. .
Department of Interior. .-
Department of Justice. .
Department of Labor.. .
Navy Department
Post Office Department. ..
State Department 16,68
269,016,418/
410,707,762
44,079,919

3,315,571,373

S $ $ S $ $ $ $
21,746,402 379,770| 22,126,172| 18,673,991 38,350 18,712,341] 21,018,128 2,305,787

37,609,667
900,086,834
108,061,793

37,917,323

46,083,929

44,282,487

13,389,345
308,669,562
724,128,161

12,977,626
270,200,740
352,530,145

36,795,770

3,003,841,510

—35,862,7562
447,941,120
—195,079,137
—4,755,468
—19,497,140
1,534,420
1,509,160
—10,504,133
—34,575,883
+37,723
—72,022,534
6| —93,759,962
2,426,095| —2,023,757

96,886,885|—414,812,556

82,205,514
1,000,499,527
187,693,405
44,836,304
60.622.054
53,900,364
14,484,397

35,237,041
948,699,000
174,671,665

39,221,408

46,027,982

45,996,000

12,920,770
317,583,591
805,939,675

13,663,793
250,308,158
395,584,203

41,245,622

3,145,772,899

75,487,041
048,799,000
306,671,665

44,781,408

67,183,684

45,996,000

12,920,770
827,583,591
805,939,675

13,663,793
350,308,158
456,248,203

41,245,622

3,515,540,051

40, 2-)0 000
100,000
132,000,000
5,560,000
21,155,702

1,924,622
6,653,286
3,530,735
2,108.617
1,602,615
3,247,933
1,040.585
8,349,896,
47,235,631

40,995,514
-|1,000,399,527
186,243,405
44,716,304
57,361,352
53,900,364
14,484,397| .
518,050,487 $14/061.087
13,559,48 ,061,
T 3,072 16,683,072
269,016,418
410,707,762
44,094,919

3,362,609,345

41, 300 000!
100,0f

100,000,000
War Department...... 60,664,000

District of Columbia
Total, annual

15,000
47,127,972,

Permanent appropriations:
Legislative establishment
Independent establishments,

Veterans’ Administration
Veterans' Administration. .

109,800 70,800

10,122,550
71,665,000
11,211,571

3,000
14,141,800

109,800
9,405,850
71,665,000
11,211,571

3,000(.
14,141,800)

109,800
9,405,850,
71,665,000
11,211,571

3,000
14,141,800

109,800
10,122,550
71,665,000
11,211,571

3,000( .
14,141,800

except

9,362,553
70,890,000
10,753,116

17,000
12,107,000
800,000

Navy Department
Post Office Department..

State Department. " 5,047,182

+452,000
—304,500

24,719,439
12,356,540
3,252,000

.000]
24,719,439
12,356,540

3,252,000

31,000
24,719,439
12,356,540

3,252,000,

31,000/~
24,719,439

12,356,540

3,252,000

12,479,440

War Department 2,947,500

Distriet of Columbia
Retirement of the public
quired to be made from

recelpts 437,266,843

485,000,000
+114,657,247
300,155,309
397,553,048
23,811,514
373,742,434

534,070,321
725,000,000

1,399,336,521
4,403,178,031

496,803,478
640,000,000

1,285,907.728
4,048,607,073

496,803,478 406,803,478
640,000,000 640,000,000

1,285,101,028 1,285,191,028
4,430,963,927 4,800,731,979

496,803,478
640,000,000

1,285,907,728
4,601,479,101

511,754
07,398,639

Total reductions
Deduct Postal Service payable from
postal revenues

651,104,675 627,293,161
4, 149.627.304]3.775.884.870

659,226,987
3.989.380.086]

651,104,675
3.779,859,252!

658,724,487
3.042,754.614

Grand total payable from Treasury 46,625,472 369,768,052

TRUST FUNDS.
1933
Estimates
Basic Budget.

3
156,370,550
156,657,500

The following table shows the expected receipts and
expenditures, the latter shown as figured in the basic Budget
and as altered by the recommendations of the President in
his Budget message:

(General and Special Funds Combined)

RECEIPTS.
1933
Estimates 1934
Basic gudaa. Estimates.

$
860,000,000 1,010,000,000 1,010,000,000
900,000,000 981,000,000 981,000,000

1,760,000,000 1,991,000,000 1,991,000,000
200,000,000 320,000,000 320,000,000

Supplemental
Budget
Message.

157,393,525
153,846,600

1034 .
Esumales.

157, 393 525
155,017,300

Excess of expenditures
Excess of receipts 2,376,225

GENERAL, SPECIAL AND TRUST FUNDS COMBINED.

RO « i s m ol e a v s SO PG S v 2,624,256,693 2,040,162,713 2,949,162,713
Expenditures.. ... oooceeanmaennnn 4,268,888,400 3,074.794,200 3,790,425,200

1,644,631,707 1,025,631,487 841,262,478
491,561,187 307,192,187

3,646,925
Supplemental
Budget
Message.
Internal Revenue—

Ingcmss or{expendltlues ko] :
xcess of expenditures, exclusive o
debt retirements. .....cceeeceau=-= 1,146,478,307

— e

James Brown, President of New York State Chamber of
Commerce Approves President Hoover’s Recommen-
dation For Federal Sales Tax to Balance Budget.
James Brown, President of the Chamber of Commerce of
the State of New York, e‘(pressed approval of Pm
Hoover's recommendations in his s message, for the wide
application of a Federal sales tax and other needed economies
to balance the budget. ‘‘The Chamber of Commerce of the
State of New York has consistently advocated a sharp
reduction in government expenses and the adoption of a
Federal sales tax as a means of making the government

Total Internal revenue
Customs (excluding tonnage tax)
Miscellaneous receipts—

Proceeds of Govt.-owned securities—
Principal—Forelgn obligations. ..
Interest—Foreign obllgm.lons__..

Rallroad securitles

Panama Canal tolls, &e 22,573,342
Other miscellaneous (incl, tonnage tax) .. 75,836,144

Total general and speclal fund recelpts 2,467,886,143
EXPENDITURES,

123,018,315
205,724,562
1,276,372
44,447,600
21,617,000
84,685,339

2,791,769,188

73,499,881
195,094,693
918,498
49,963,585

123,018,315
205,724,562
1,276,372
44,447,600
21,617,000
84.085.330

2,791,769,188

20,581,300

78,000

869,885,000
300

17,050,700
364,700
739,986,000
9,280,500
40,709,300
141,044,800
38,540,100
64,135,000
42,193,400
12,768,300
328,970,600
75,000

Legislative establishment
Executive Office
Veterans' Administration.
Shipping Board 32 574, 1000
Other Independent offices and commls'ns 45,046,700
Department of Agriculture 314,204,500
Department of Commerce.. . 44,742,400
Department of Interlor. . 69,865,300
Department of Justice. 45,281,300
Department of Labor. 12,336,900
Navy Department.__ _ _
Post Office Department_.

Department of State.. .
Treasury Department
War Department

75,000
14,083,000
280,796,900
,001,900

12,030,500
247,510,500

392, 710 400 389.230,000

‘Total general fund expenditures.
Interest on the public debt
Public debt retirements—

Sinking fund s

Purchases and retirements from relgn

payments

Purchases and retirements from fran-

chise tax receipts (Federal Reserve
and Federal Intermedlate Credit
banks) o
Estate tax, forfeitures, gifts, &c

2,505,380,800

695,000,000
425,569,600
69,008,800

3,500,000
75,000

2,084,798,400
5,000,000

439,658,200
90,812,100

2,237,659,100
725,000,000

439,658,200
90,812,100

500,000 3,500,000
100 000 100,000

REFUNDS OF RECEIPTS.

Internal revenue.
Postal deficiency -

Panama Canal

Distribution of wheat and cotton for relief
Agricultural marketing fund (net)
Adjusted service certificate fund.

Civil Service retirement fund____
Forelgn Service retirement fund

District of Columbia

Total general and speclal fund expen-
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17, 310,500

13,421,800
%o ,000,000
0

14,515,000
69,681,800
97,000,000
12,933,000

14,515,000
69,681,800
67,215,400
12,380,000

100,000,000
20,850,000
292,700
7775 000

100,000,000
'292.700
7,775,000

4,112,230,900 3,819,776,900
1,644,344,757 1,028, 007,712

3,636,578,601
844,809,402

revenues meet expenditures,”” Mr. Brown said on Dec. 6
He added:

The Committee on Taxation, in a report adopted by the Chamber last
March, pointed out that it was becoming more and more apparent that the
Federal budget was not balanced. The following month the Chamber
unanimously adopted a report urging the necessity of balancing the budget
without new bond issues and expressing regret that Congress had rejected
a manufacturers sales tax as a means of collecting the needed additional
revenue. Again in September last the Chamber adopted resolutions recom-
mending a radical reduction of Federal expenditures and if the necessity
for additional revenue still existed, the adoption by Congress when it again
convened of a tax on sales,

At that meeting the Committee on Taxation submitted a 20-page report
setting forth the advantages and disadvantages of a sales tax to raise
needed revenue. Copies of all these reports and resolutions were sent to
the President, Secretary of the Treasury and members of Congress.

It is evident from the President’s message that the emergency tax
measures passed during the last session of Congress and economies effected
have failed to produce the hoped-for revenue and that further reductions
in the Government's operating expenses and the adoption of a sales tax
are now a necessity.
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Annual Report of Secretary of Treasury Mills—Imposition of Manufacturers’ Excise
Taxand Continuance of Gasoline Tax Recommended—Urges Changes in Banking
System and Commission to Consider Banking Legislation—Renews Recommen-
dation for Trade Area Branch Banking—Urges That There Be No Extension of
Legislation According Circulation Privilege to National Bank Notes—Advocates
Measures Giving Secretary of Treasury Authority to Deal with Indebtedness
of Railroads to Government—Decline in Income Taxes—The Public Debt.

In pointing out the need for reforms in the Nation’s bank-
ing system, Secretary of the Treasury, Ogden L. Mills, in
his annual report to Congress on Dec. 7 stated that “the
developments of the last decade have uncovered unmis-
takable defects in the American banking structure.”” ‘““They
constitute a source of weakness in our economic life,”” he
says, “‘and have been an important factor in the present
depression. They call for fundamental reforms,’” says
Secretary Mills, who, in his report goes on to say:

The outstanding facts are as follows:

1. During the 20 years ended with 1920 there was an enormous increase
in the number of banks. In 1900 there were about 14,000; in 1920, over
30,000. In 1900 there was one bank for every 5,500 of the inhabitants of
the United States; in 1920. one for every 3,500.

2. This excessive growth in the numoer of banks was due in part to
our dual system of State and National banks, and to a laxity resulting
from its competitive feature. There is no douot that poth State and
National authorities have in the past granted bank charters too freely,
a condition to which the Comptrollec of the Currency directed attention
as early as 1927.

3. During all of this period, unit banxging received every encourage-
ment, while branch banking was discouraged and for the most part
prohipited.

4. The banking system of the United as thus developed did not suc-
cessfully meet the test of adverse circumstances. In 12 years there have
been over 10,000 bank failures, or over one failure for every three active
banks In the country in 1920. These failures have involved deposits aggre-
gating nearly $5,000,000,000. They have brought untold hardship to
countless individuals, and have intensified the economic depression. The
Comptroller of the Currency has in recent years repeatedly pointed out
weaknesses in our existing system,

It is true that during the period in question the banks have had to struggle
with extraordinarily difficult economic conditions. This was particularly
true in the agricultural regions where sharply declining prices, accom-
panied by rapid depreciation in land values succeeding a rapid increase
during the years prior to 1920, created unusual difficulties for the farmers
and the banks that served them.

During the last three years the problems facing our entire banking
system have been accentuated owing to the strains occasioned by the
credit crisis which has accompanied a world-wide depression.

But even so0, the country is entitled to the services of a banking system
which will not only function adequately and safely in periods of fair weather,
but will be able to withstand the stresses of even unusual storms. Any
system that develops weaknesses to the extent that ours has when sub
Jected to an unusual strain calls for careful analysis and study with a view
to reform.,

Various studies that have been made point to unescapable conclusions.
The mortality rate is much greater among small banks than among the
banks with larger resources. The earnings of most of the smaller institu-
tlons over the period of the last few years have been entirely inadequate,
making it impossible for them to build up reserves. The cost of operation,
and consequently the cost to the community which it serves, bears a direct
relationship to the size of the bank, This is paritcularly true of the great
number of institutions with limited resources that were operating in 1920
at the time the number of banks reached the maximum. The losses sus-
tained by the smaller institutions have been relatively greater; and it
Is unquestionably true that a great number of the small banks have been
unable to secure proper management.

This does not mean that mere size will of itself guarantee good banking
or a sound banking structure. These facts, however, do indicate that the
operation of a vast number of independent unit banks under such conditions
that it is difficult for them either properly to diversify their assets. to make
earnings, to procure competent management, or to command adequate
resources, is a definite source of weakness in the American system of banking.

Our dual system and the divided control which exists have tended to re-
laxation in banking law and regulations, and to the development of unsound
Practices in the management of the banks. Moreover, recent events have
disclosed as never before the extent vo which many banks with deposits
payable on demand have allowed too large a proportion of their assets to
become tied up directly or indirectly in capital commitments. Furthermore,
In some instances the functions of commercial and investment banking have
become merged under the same management to such an extent as to pre-
sent a difficult and important problem calling for remedy.

These facts speak for themselves. The banking structure of the United
States needs modification.

In the last annual report of the Secretary of the Treasury it was recom-
mended that trade area branch banking be adopted for national banks
as a measure that would help overcome soma of our present panking diffi-
culties.

1 renew the recommendation looking to the extension of branch banking.

But it seems to me that the problem goes deeper than this. There is
no occasion for any extensive new gathering of material. The facts are
available in the reports of hearings of the Banking and Currency Com-
mittees of both Houses, in the reports of the Comptroller of the Currency,
and in the comprehensive studies made by the Federal Reserve System.

I recommend that a joint committee of the two Houses, in co-operation
with the Federal Reserve Board and the office of the Comptroller of the
Ourrency, consider pending banking legislation in the light of information
which has more recently become available, with a view to prompt formu-
lation and enactment of legislation that will remedy the fundamental
weaknesses of our banking structure..

In his reports, Secretary Mills refers to the effect of the
depression on the Government receipts and expenditures
and in his recommendations to effect the balancing of the

Budget, he advocates a manufacturers’ excise tax of 214 %,
the continuance for another year of the Federal gasoline tax
and a drastic reduction in Government expenditures. These
recommendations likewise featured the Budget message of
President Hoover, which we give elsewhere in these columns
to-day. From Secretary Mills’ report we quote as follows:

RECOMMENDATIONS,.

Budget. t

Ezpenditures,—However difficult and painful it may be, Governmen
expenditures must be drastically cut when, owing to extraordinary cir
cumstances, the Government finds that within a comparatively short
period its revenues have been cut in half with little prospect of substantial
improvement in the near future.

In a period of deep depression, with the income of the people greatly
reduced, with their buying power drastically curtailed, and with millions
deprived of their earning capacity, it is not only unwise but impossible
to bridge the gap in the Budget entirely by increased taxation. There
is no other course for the Government to follow but the one to which in-
dividuals and business enterprises are driven under similar circumstances,
that is, to endeavor to live within its income.

As the Secretary of the Treasury stated in his last annual report:

There is a limit to the extent to which the Government, in our social and
economic structure, may wisely divert funds from private employment
to governmental use. When we take into consideration the mounting
burden of State and local taxes, it is no exaggeration to say that we are
approaching that limit.

A start was made at the last session of the Congress toward reducing
the cost of Government. The economies then effected are not adequate.
Moreover, while substantial cuts were made in a number of appropriations,
new or increased appropriations in other directions offset in part these
accomplishments.

At the coming session not only must every possible reduction be made,
but there should be unyielding opposition to all increases and to all new
appropriations.

The Congress last spring made a real effort to increase the revenues,
and there is no doubt that the Revenue Act of 1932 represents a sub-
stantial accomplishment. The people, recognizing the necessity, loyally
accepted the new and heavy burden.

The time has come to make a like effort on the cost side of the ledger.
There is no more important problem before the Congress than that of
reducing the cost of Government.

Revenue.—As already stated, the deficit for the fiscal year 1934 is esti-
mated at approximately $307,000,000, exclusive of statitory debt retire-
ments and after reductions in expenditures as recommended by the
President. In order that current receipts may cover current expenditures,
exclusive of debt retirements, I recommend:

(1) That the gasoline tax now in effect and which is effective until only
June 1933 be continued for another year, providing an additional $137,-
000,000 of revenue;

(2) That those excise taxes which experience has demonstrated are
relatively unproductive and give rise to serious administrative difficulties
be repealed, and that there be imposed a general manufacturers’ excise
tax substantially in the form appearing in the bill originally reported by
the Ways and Means Committee of the House of Representatives during
the last session of the Congress. It is estimated that such a measure,
with the 21{ % rate, will yield about $355.000.000, assuming a full year
of collections, thus making possible the elimination of a number of the
unsatisfactory and relatively unproductive new excise taxes.

In view of the misunderstanding as evidenced in the Congressional
debates of last winter, I must emphasize that I am not recommending
a general sales or turnover tax, with the inevitable pyramiding of the tax,
but a manufacturers’ excise tax, imposed at one point only.

In short, the recommendations of this department are substantially
those made to the Senate Committee last May:

(1) A drastic reduction in expenditures;

(2) The imposition of a tax resting on a broad enough base to assure
adequate revenue.

Because of the effect of existing conditions of the depression on the
Budget for 1934, it is scarcely feasible to provide for resumption in that
year of normal net reduction in the public debt, as was proposed during
the last session of Congress. I can not too strongly urge, however, the
necessity for balancing the Budget for the fiscal year 1934, exclusive of
expenditures for debt retirement.

A further recommendation in Secretary Mills’ report
calls for the enactment of legislation giving the Secretary
of the Treasury authority to arrange for a settlement of the
indebtedness of the railroads to the United States arising
under the provisions of the Transportation Act. On this
point, Secretary Mills says:

Railroad Obligations.

In the last annual report of the Secretary of the Treasury, recommenda-
tion was made that the necessary legislation be enacted which would
authorize the Secretary of the Treasury, with the concurrence of the Inter-
State Commerce Commission, to take such action as may be considered
necessary to enable the Government to realize the utmost amount obtain-
able on account of railroad obligations held. Attention was called to the
fact that approximately two-thirds of the $39,000,000 principal amount
of obligations of carriers remaining unpaid was owed by carriers in the hands
of recelvers; and that under such circumstances the Government could not
expect to realize the full amount of the indebtedness due. For that reason
it Is essential that broad and general powers be given to the executive branch
of the Government to deal with the railroad obligations in a practical
manner.
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A bill (H. R. 6582) providing for the compromise and settlement of claims
of the United States against carriers arising under the provisions of Sec-
tion 210 of the Transportation Act, 1920, as amended, was introduced
in the last session of Congress. The provisions of the bill imposed certain
restrictions and confined authority to the indebtedness arising under Sec-~
tion 210 of the Transportation Act, and, therefore, did not fully meet the
needs of the situation. In reporting on this bill, the Secretary of the
Treasury called attention to these restrictions and requested that con-
sideration be given to enlarging the powers contained in the bill, so that
the executive branch of the Government could deal with all indebtedness of
carriers arising under title 2 of the Transportation Act, 1920. There
was submitted with the report a draft of an amendment to accomplish the
purposes set out in the report. Another bill (H. R. 10746), containing
the suggestions made in the report of the Secretary of the Treasury on
bill H. R. 6582, was introduced during the latter part of the last session
of Oongress and referred to the Committee on Inter-State and Foreign
Commerce. Because of other more pressing matters, the bill did not
receive consideration.

It is believed that it is imperative that the Government should take some
action with respect to the indebtedness of carriers to the United States
arising under the provisions of the Transportation Act. The Treasury
should be in a position to arrange for a settlement of these debts, and to
co-operate in any reorganization plans submitted by receivers, reorganiza-
tion committees, or the carriers.

I recommend, therefore, that consideration be given to this matter
during the coming session of Congress. It is believed that, if a bill be
enacted in the same form as H. R. 10746 introduced in the last session, it
will give the Secretary of the Treasury sufficient authority to make neces-
sary adjustments of the railroad obligations on a practical basis.

Senate Resolution No. 494 of March 3 1931, requested the Secretary of
the Treasury to report to the Senate on or before Dec. 1 1931, with respect
to the indebtedness of each railroad debtor on any notes or other claims
on account of loans made under the provisions of Section 210 of the Trans-
portation Act, 1920, covering the following items: (1) The financial condi-
tion of each railroad; (2) class of security held by the Government; (3) pros-
pects of payment; (4) efforts being made to collect, and (5) recommenda~
tions as to disposition of the debt. The Secretary reported on this resolu-
tion under date of Nov. 30 1931, reviewing to some extent the history of
Joans made under Section 210 of the Transportation Act, 1920, and in
addition showing the status of the indebtedness of each carrier to the
Government, the collateral security behind each loan, and a financial state-
ment of each carrier for the five years ended Dec. 31 1930, and eight months
of the calendar year 1931. This report was printed as Senate Document
No. 11, Seventy-second Congress, first session.

A recommendation that there be no extension of the
authority (beyond the three-year period), conferring the
circulation privilege to National bank notes is made as

follows by Secretary Mills in his report:
United States Bonds—Circulation Privilege.

A section in the Federal Home Loan Bank Act, approved July 22 1932,
anthorized national banks to issue national bank notes on the basis of all
Government bonds carrying a rate of interest of 334 % or less, the circulation
privilege having previously been restricted to the 2% consols and Panama
Canal bonds. This emergency authority was granted for three years.
On Oct. 31 1932, about $125,000,000 of additional national bank notes
had been issued; these issues may have been helpful in some localities.
Under the terms of this law, however, the total amount of national bank
notes that can be issued is in excess of $900,000,000. 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
conditions. I, therefore, recommend, that the authority granted by the
act of July 22 1932, for a period of three years be not extended beyond

that period.

The report in discussing Government finances, economic
conditions, the decline in income tax yield, &e., says:

During the fiscal year ended June 30 1932 the Federal finances reflected
in a most marked degree the effect of the further development of the de-
pression upon both the revenues and expenditures of the Government.
Further decline in receipts, accompanied by increases in expenditures due
chiefly to emergency measures, resulted in a deficit of $2,885,362,299 for
the year, compared with a deficit of $902,716,845 for 1931. Expenditures
on account of sinking fund and other debt retirements chargeable against
ordinary receipts totaled $412,629,750, and the deficit exclusive of this
amount was $2,472,732,549. The latter figure, together with payments
in the amount of $267,735,208 against credits established for the Recon-
struction Finance Corporation through the purchase of its notes, which
are required by law to be treated as public debt transactions, accounts
for an increase during the year of $2,685,720,952 in the gross outstanding
public debt and a decrease of $54,746,805 in the Treasury General Fund
balance.

Total ordinary receipts at $2,121,228,006 were $1,196,005,488 smaller
than in 1931 and about half as large as receipts for 1930. The drastic
decline in receipts reflected the effect of reduced incomes on income tax
collections, of continued decline in industry and trade on other sources
of revenue, and of the suspension of payments on intergovernmental
debts. Expenditures chargeable against ordinary receipts aggregated
$5,006,590,305, and were $786,639,966 larger than for the previous year.
The increase was due chiefly to expanded governmental construction
activities, increase in the postal deficiency, and payments for capital stock
of the Reconstruction Finance Corporation and the Federal Land banks.

It is particularly desirable under existing conditions to consider the
Federal finances in the light of economic developments prior to and during
the fiscal year,

REVIEW OF ECONOMIC CONDITIONS.

The past three fiscal years have witnessed a world-wide depression of
unprecedented severity and duration. In this country decline in business
commenced in the summer of 1929. Slight recovery in the spring of 1930
gave place to further decline; recovery upon a consideraple scale in the
spring of 1931 was checked by critical developments abroad and was
succeeded by intensified pusiness contraction.

By the end of the calendar year 1930 a depression of major proportions
had been experienced. During the preceding year-and-a-half the physical
volume of industrial production,x had declined by about 33% from the
peak reached in the summer of 1929. During the same period construction,
as reflected by the value of building contracts awarded,x showed a de-
crease of about 42%, factory employmentx a decrease of about 22%,
and the volume of freight car loadings x and of department store sales x
decreases of 22 and 17%, respectively. Wholesale commodity prices y
had declined by nearly 18%, and since the autumn of 1929 the prices of
common stocks z had declined by more than 50%.
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From January through April 1931 the physical volume of industrial
production increased more than seasonally, and in some lines of industry
the increase was sustained beyond that time. Basy conditions prevailed
in the money market, and short-term money rates in vhe open market
were at low levels.

Report in the Secretary of the Treasury.

This improvement, however, was sharply arrested as financial crisis
developed abroad in the summer and autumn of the year, and throughout
the fiscal year 1932 there were further marked declines in business activity.

World-wide depression had borne heavily on the economic condition of
many foreign countries and had given rise to major financial difficulties
which became acute at the end of May 1931, when the insolvency of the
largest bank in Austria became known. An already serious and increasing
apprehension regarding the economic and budgetary condition of Germany
was accentuated by the Austrian crisis, and in June the withdrawal of funds
from Germany assumed large proportions. Between the end of May and
June 23 gold and foreign exchange holdings of the Reichsbank were reduced
close to the minimum required by law. After the arrangement of a suspen-
sion of payments on intergovernmental debts during the fiscal year 1932,
at the suggestion of President Hoover, conditions improved temporarily
but renewed pressure finally necessitated intervention by the German
Government in the banking situation and strict regulation and restriction
of German international financial operations.

In July the center of the international crisis shifted to England and
between the middle of July and Sept. 19 about $1,000,000,000 of funds were
withdrawn from the London market. On Sept. 21, after special credits
obtained from abroad had been substantially exhausted, continued with-
drawals of funds necessitated the suspension by England of the gold stand-
ard act. This action was followed by complete or partial suspension of
free gold movements by many other countries.

After the departure of England and other countries from the gold standard,
the loss of confidence in foreign balances and the desire to strengthen their
gold position caused many central banks and others to withdraw funds
from this country, with the consequence that the United States was in
turn subjected to an unprecedented drain on its banking reserves. In the
six weeks following the suspension of gold payments in England this coun-
try's stock of monetary gold was reduced by $730,000,000. This outflow
of gold was the largest movement of the metal during a similar period in
any country at any time. After a temporary reversal there was a further
outward movement of gold, particularly in May and the first half of June,
B‘g:)lcé:x;)rought the net loss of gold for the nine months to about $1,100,~

Domestic confidence was seriously affected by the drain on our gold
from abroad, and domestic withdrawals of currency for hoarding were
greatly increased. The double impact upon the banking reserves of the
country of the amounting domestic demand for currency and the heavy
outward movement of gold led to a period of acute credit contraction,
particularly from September 1931, through the first quarter of 1932. The
increased intensity of credit contraction after September 1931, is indicated
by Chart 4, [this we omit. Ed.] which shows the course of member bank
loans and investments from 1919 to 1932. During the nine months from
September 1931 to June 1932, there was a decline of $5,000,000,000 in the
loans and investments of member banks, as compared with a decline of
$3,000,000,000 during the preceding two-year period.

As a result of forces operating both from within and without this country,
the number of bank failures increased sharply in September and Octover of
last year, declining in November following the organization of the National
Credit Corporation, which provided for mutual support and aid among the
banks. Suspensions again increased in subsequent months until the spring
of this year, when confidence was strengthened by progress in the develop-
ment of a program of constructive governmental action.

Acute financial disturbance was accompanied by further marked con-
traction in production, employment, and prices. Whereas the physical
volume of industrial production had declined by less than 10% in the nine
months from the end of 1930 through September 1931, there was a further
decline of more than 22% during the subsequent nine months through
June 1932. Similar comparisons for these two nine-month periods show the
following declines: 9 and 18% in factory employment, 18 and 25% in total
freight car loadings, 11 and 15% in department stores sales, 19 and 54%
in the value of building contracts awarded, and 11 and 10% in wholesale
commodity prices. .

. The reconstruction program adopted during the last six months of the
fiscal year 1932 included essential budget legislation; the organization of
the Reconstruction Finance Corporation; the so-called Glass-Steagall Act,
which liberalized certain features of the Federal reserve act and rendered the
resources of the system more readily available; and other measures.

Glass-Steagall Act.

After the passage of the Glass-Steagall Act, which for a period of one
year gave the Federal Reserve Banks authority to use United States Govern-
ment securities as collateral for Federal Reserve notes, the Reserve Banks
purchased a large volume of United States Government securities in the
open market. From the end of February to the end of June 1932, their
holdings of such securities were increased by $1,060,000,000. This in-
creased not only offset heavy gold exports during the period but enabled
the member banks to reduce their indebtedness at Reserve Banks by about
$365,000,000. Member bank reserve balances showed an increase of nearly
$160,000,000 during the period and excess reserves increased. After the
middle of June gold began to return to this country, and in the subsequent
three months the stock of monetary gold showed an increase of about
$300,000,000. By the end of October short-term money rates in the open
market were below the unusually low levels of the summer of 1931.

The domestic business situation has shown some improvement since last
summer. The physical volume of manufacturing and mining output has
increased, as is indicated by a rise in the Federal Reserve Board's seasonally
adjusted index of industrial production, from a low point of 58 in July to
66 in September. Available information indicates that in October industrial
activity was maintained at the September level. Traffic on the railroads
increased more than than seasonally in the autumn, while changes in
bulllldlng activity have been largely of a seasonal character since early
spring.

The improvement in manufacturing output and factory employment has
been concentrated largely in the light industries, such as textiles, clothing,
shoes, and some of the food products. Productionfand employment in
these industries increased substantially between the’early summer and
September. In the heavy industries, on the other h?md. such as steel,
machinery, and automobiles, there was no improvement in August and
only slight improvement in September and October,

Farm income is smaller than a year ago by a conslderable amount, re-
flecting lower prices for agricultural products, especially livestock and dairy
products, and in addition smaller crops of cotton, winter wheat, and tobacco.

x Comparison based on Federal Reserve Z
seas%n:l miia‘lonﬁas : h vk Board index, adjusted for

y Comparison ed on Bureau o or Stat! .

z Comparison based on Standard Statistics (?o!s‘linu&elxm}g: 421 issues.
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Wholesale prices in the United States, after declining steadily until the
middle of June, advanced during the following three months by about 3%,
but by the beginning of November had declined to approximately the low
level of June. The price of cotton, reacting after the end of August, re-
mained above the lowest levels of the year, but cattle and hogs again sold
at the low prices prevailing in early summer, and the price of wheat at
Chicago, after recovery in July and August, declined in November to the
lowest levels ever recorded. Prices of other commodities in general main-
tained the advance since midsummer rather better than agricultural
products. This s true of certain textiles, some of the metals, particularly
lead, tin, and zinc, and certain products imported from abroad, such as
silk, sugar and rubber.

BUDGET RESULTS.

Receipts.

Total ordinary receipts of the Federal Government during the fiscal

year 1932 were $2,121,228,006, as compared with $3,317,233,494 in 1931
and $4,177,941,702 in 1930.
& Receipts during the fiscal year 1932 reflected the effect of the intensified
depression on all sources of Federal revenue. Total tax receipts of the
Federal Government declined from $3,626,300,000 in 1930 to $1,888,700,000
in 1932, a decrease of $1,737,600,000, or 47.9%. About 78% of this de-
cline was due to reduced receipts from the income taxes, which yielded less
than one-half as much in 1932 as in 1930.

Comparison of the Fiscal Years 1931 and 1932,

Receipts from taxation were $919,400,000 less in 1932 than in 1931,
while receipts from all other sources declined $276,600,000. Receipts
from taxation, strictly speaking, represent that portion of Federal revenues
which is derived from authorized levies upon the people primarily to
secure funds for the conduct of Government activities. Such levies are com-
posed of customs duties, income taxes and miscellaneous internal revenue
taxes, Non-tax receipts consist of amounts received by the Government
incident to the performance of its various functions. Among these re-
celpts are included the proceeds from Government-owned securities,
Panama Canal tolls, fees, fines and penalties, rents and royalties, the
immigration head tax, tax on the circulation of national bank notes, seig-
niorage on coinage of subsidiary silver and minor coins, and receipts from
trust funds. The changes in 1932 as compared with 1931 in receipts from
specific sources are considered in detail in the following paragraphs.
ORDINARY RECEIPTS BY MAJOR SOURCES FOR THE FISCAL YEARS

1931 AND 1932.x
[Dollars in Millions.

Percent-
age In-~
crease
(+), De-
crease
(=)

—13.4

Increase

Recelpts from taxation—Customs

Internal Revenue—

. Income taxes—Current corporation. .
Current individual
BEUTO LSS Ty el e e e i S )

—42.0
—51.9
—20.6

—43.2

Total Income taxes 1,057.3

Miscellaneous internal revenue—
Tax on small cigarettes
All other tobacco taxes. .. ......
Stamp tax on cap. stock transfers. .
Stamp tax on bonds and capital
stock issues, &c
All other stamp taxes, incl. playing

317.5 —11.5

—5.0
—30.6
—37.8
—20.9

—1.5
—15.0
—11.5

—32.7

All other Internal revenue.y... . o

Total miscell. internal revenue. .

Total receipts from taxation -1.888.7

Miscellaneous receipts:
Proceeds from Goy't-owned securities—!
Foreign obligations
— AL other o S R e T iy
E° All other receipts, Incl, trust funds....

—236.1
—5.9
—34.6

232.5 | —276.6

3,817.2 ' 2,121.2 1—1,196.0

x On basis of dally Treasury statements (unrevised), supplemented by
of the Commissioner of Internal Revenue. General, special, and trust funds com-
bined; for description of funds, see p. 338; for classification by funds, see p. 343,
y Includes adjustment to basis of dally Treasury statements (unrevised). z Amounts
postponed under the suspension agreements aggregated about $252,300,000.

Income Tazes.

Taxes on the income of individuals and corporations ordinarily furnish
more than half of the total receipts. In the fiscal year 1932 income taxes
amounted to $1,057,300,000, as compared with $1,860,400,000 in 1931,
a decline of $803,100,000. The receipts from back taxes decreased from
$238,100,000 in 1931 to $188,800,000 in 1932, or about $49,300,000.a
Back tax collections include payments on additional assessments, Denalties,
and interest determined as a result of audit and on delinquent returns.

Receipts from current income taxes on corporations were $516,900,000
in the fiscal year 1932 as compared with $891,500,000 in the fiscal year
1931, a decline of $374,600.000.

Comparison of indicated corporation collections in the full calendar year
1932 with collections in 1931 shows a decline of about 44% in underlying
taxable incomes. The low level of business activity during the calendar
year 1932 will be reflected in income tax collections during the calendar
year 1933, and will affect receipts during both the fiscal years 1933 and 1934,
but will be counteracted to some extent by the higher rates under the
revenue act of 1932,

Current income tax collections from individuals declined from $730,400 -
000 in the fiscal year 1931 to $351,100,000 in the fiscal year 1932, or $379,-
300,000. s

Indicated current collections of individuals income taxes during the
calendar year 1932 show a decline of 47% from the preceding year. This
decline in collections reflects relatively smaller decreases in amounts of
reported incomes, the effect of which was accentuated through the operation
of progressive tax rates as indicated in the following summary.

Statistics of Indiyidual Incomes.

As individual incomes incresed in years prior to 1930, the additional
amounts were subject to progressively higher rates and, as a consequence.
the total tax paid increased more rapidly than the income on which the tax
was based. Similarly, as incomes have declined during the depression, the
tax has declined more rapidly than the income.

z
22.4
210.1

ey
B Total miscellaneous receipts

‘Total ordinary receipts

a These figures for back tax collections are before adjustments made in the above
table.
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The effect of the continued decline in business on incomes for 1930 and
1931 (underlying collections in 1931 and 1932) is indicated by the following
table, which shows the number of returns and the tax reported for the
calendar years 1928, 1930, and 1931, and the precentages of decrease from
1928 to 1930 and from 1930 to 1931, by major net income classes, as pub-
lished in the preliminary Statistics of Income for these years. Comparison
is made with 1928 rather than 1929 incomes because of the temporary rate
reduction affecting taxes on incomes of the latter year.

COMPARISON OF NUMBER OF RETURNS AND INCOME TAX FOR THE

CALENDAR YEARS 1928, 1930, AND 1931, INDIVIDUAL RETURNS
OF NET INCOME OF $5,000 AND OVER. x

Number of Returns. Percentage Decrease.

Net Income Classes.

1928. 1930. | 1931. 1928-1930.

385,837 9.9
167,141 30.1
3,142

1930-1931.
23.7
33.5
48.9

27.1

$5.000-$10,000
$10,000-8100,000 -
$100,000 and over

561,114
359,576
15,780

936,470

505,715
251,490
6,152

763,357

61.0
18.5

556,120

Income tar (1,000 Dollars).
.1928.

21,344
409,058

Percentage Decrease.
1928-1930.] 1930-1931.

223 29.5
49.1 45.1
700,341 | 237,716 107,896 66.1 54.6

---11,130,743 | 462,440 | 233,933 59.1 49.4

x Preliminary Statistics of Income; returns filed to Aug. 31 1929, 1931, and 1932,
respectively. For sake of comparability with available figures for 1931, preliminary
rather than final figures are used for 1928 and 1930.

As shown by the table, a decline of 18.5% in the number of these returns
for 1930 as compared with 1928 was accompanied by a decrease in taxes
reported of 59.1%; a further decline for 1931 as compared with 1930 of
27.1% in the number of returns was accompanied by a decrease in taxes
of 49.4%. Taxes for 1931, aggregating $233,900,000, were thus only
about one-fifth of the total of $1,130,700,000 for 1928. Two-thirds of the
decline of about $896,800,000 in individual income taxes which took place
from 1928 to 1931 occurred in the net income classes of $100,000 and over,
due to the shift in taxable incomes from the high income group to lower
income groups. In 1930 the shift in taxable incomes resulted principally
from the decline in profits from the sale of real estate, stocks, bonds, &c.,
while in 1931 it reflected decreased income from all sources, particuarly
from dividends.

The returns showing net income of $100,000 and over declined in number
from about 16,000 in 1928 to approximately 6,000 in 1930, and to about
3,000 in 1931.

The following table shows the principal sources of income in returns of
net income of $5,000 and over for 1928, 1930, and 1931, and the decreases
from 1928 to 1930 and from 1930 to 1931.

INCOME AND DEDUCTIONS BY MAJOR SOURCES FOR THE CALENDAR

YEARS 1928, 1930, AND 1931, INDIVIDUAL RETURNS OF NET
INCOME OF $5,000 AND OVER. x

[In Millions of Dollars.]

Net Income Classes.

. 1930.

16,590
208,134

1931.

11,693
114,344

$5,000-£10,000. . -
$10,000-$100,000
$100,000 and over

Increase (+),
Decrease (—).
Source of Income.
1928-1030/1930-1931

—=6,180 | —3,630

Net Income =L Ll e e ae s nass

Income from sales of real estate,

stocks, &c.:

Profits—

Reported for tax on sale of
capital assets held more
than two years

All other

Reported for tax credit on
of capital assets held more

All other

—111
—100

+11
—726

-+-40
+798
+808

Net profits over losses —4,230

Income from other sources:
Salarles, commissions, &c.
Dividends
Business and partnership.
All other

—541
—300
—1,317
—415

—1,005
~—1,108
—738
—523

—2,573 —3,74
—623 —470

x Preliminary Statistics of Income; returns filed to Aug. 31 1929, 1931, and 1932,
respectively, For the sake of comparavility with avallable figures for 1931, pre-
liminary rather than final figures are used for 1928 and 1930. y Net income in-
cluding the excess of capital net gains over capital net losses. z 1928 Statistics of
Income, final figure. Data for this Item not included in preliminary report.

In 1930 the major portion of the decline resulted from the sharp re-
duction in income from a single source—the net amount from sales of
securities, real estate, &c., which decreased by about $4,230,000,000
from 1928. Profits reported from such sales in 1930 were largely offset
by reported losses. In 1931 a further decline occurred in the net amount
from this source and reported losses exceeded profits by about $634,000,000.

Other forms of individual income which in 1930 showed considerable
stability declined greatly in 1931. Salaries, commissions, &c., decreased
$541,000,000 in 1930 as compared with 1928 and showed a further decline
of $1,005,000,000 in 1931; while dividends, for which the decrease from
1928 to 1930 was $300,000,000, declined $1,108,000,000 from 1930 to 1931.
The marked reduction in dividends for 1931 is directly related to the
sharply reduced tax yield in that year because dividends are the major
source of income for the higher income groups.

Miscellaneous Internal Revenue.

Receipts from miscellaneous internal revenue taxes were $503,700,000
in the fiscal year 1932 as compared with $569,400,000 in 1931, a decline
of $65,700,000. Most of these taxes, with the exception of estate tax,
are based on current operations of business and therefore promptly reflect
any changes in the sources to which they relate. Over 90% of miscel-
laneous internal revenue comes from three sources—tobacco taxes, docu-
mentary stamp taxes, and the estate tax. Receipts from these taxes
declined $61,200,000 in 1932, almost three-fourths of which was due to
a falling off in receipts from tobacco taxes. The remaining sources of
Internal revenue, which include taxes on distilled spirits, admissions,

bitized for FRASER
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dues, oleomargarine and narcotics, showed a decline of $3,400,000.x
Despite reduced collections, tobacco taxes continue one of the most satis-
factory revenue producers, total collections from this source having declined
less during the depression than collections from any other major source.

Revenue from documentary stamps was $32,200,000 in the fiscal year
1932, as compared with $47,000,000 in the fiscal year 1931, a decline of
$14,800,000, reflecting the low level of activity in the security markets.
The major part of these receipts in recent years has been derived from
capital stock transfers and capital issues. Collections from these types of
documentary stamps declined $7,800,000 and $5,600,000, respectively,
from the fiscal year 1931 to 1932.

Customs.

Customs receipts declined from $378,300,000 in the fiscal year 1931 to
$327,700,000 in the fiscal year 1932, or $50,600,000. The decline was
marked throughout the latter part of the fiscal year. The first four months
of the fiscal year showed signs of some stability is customs receipts as
compared not only with the immediately preceding months but also with
the corresponding months of the preceding year. Collections for the
four months July to October 1931, inclusive, averaged about $35,800,000,
as compared with average collections of $30,000,000 for the four months
Immediately preceding and with average collections of $33,600,000 for
the four months July to October 1930. The decline which took place
during the early winter corresponded largely to past seasonal changes for
that period of the year. During the early spring months, however, the
customary seasonal increase failed to materialize; instead, receipts declined
from January to June, reaching the abnormally low total of $17,400,000
in June.

The decline in customs is to be accounted for by a further reduction in
both volume and imports. The value of dutiable imports for consumption
declined about 23% and the value of imports free of duty 30% in the
fiscal year 1932 as compared with 1931.

Miscellaneous Receipls.

Miscellaneous receipts from non-tax items decreased from $509,100,000
In the fiscal year 1931 to $232,500,000 in the fiscal year 1932, or $276,000,-
000. This decline was due chiefly to the postponement under the House
Joint resolution approved Dec. 23 1931 of the payments of principal and
interest due from foreign governments during the fiscal year 1932 in the
amount of about $252,000,000. The decline in other miscellaneous re-
ceipts was distributed over a wide variety of small items for the most
part indicating the effect of the depression on receipts from the incidental
activities of the Government,

Collections Under the Revenue Act of 1932.

The Revenue Act of 1932, to provide additional revenue to meet the
emergency situation, was approved June 6 1932. Collections during
the fiscal year 1932 were affected only by the sales of tax stamps at new
rates between June 21 and June 30 1932; these included documentary
stamps and a negligible amount of special tax stamps on the use of certain
boats or yachts. In the case of the other increased and new miscellaneous
Internal revenue taxes, the taxpayer is for the most part required to pay
his taxes on each month'’s business on or before the last day of the succeeding
month and therefore taxes due for the period June 21 to 30 were not payable
until on or before July 31, or after the close of the fiscal year.

1932 Estimates and Results.

The total receipts of the Federal Government for the fiscal year 1932
were $238,000,000, or about 10% less than the Treasury estimated in the
fall of 1931. Income tax receipts fell $83,000,000 short of the estimates;
receipts from back taxes on incomes being about $31,000,000 less than
estimated, and current income taxes being some $52,000,000 under the
estimates. This discrepancy is due chiefly to the difficulty of measuring
the effect of the continued depression on the distribution of individual
Incomes between the various income tax brackets. Miscellaneous internal
revenue receipts and customs receipts were $40,000,000 and $82,000,000
less, respectively, than estimated, and miscellaneous receipts were $33,-
000,000 less. At the time the estimates were made, uncertainties in
business and credit conditions made the task of forecasting tax receipts
exceedingly difficult. The Treasury believed, however, that early pas-
sage of essential budgetary legislation and the enactment of other con-
structive measures then contemplated would result in early improvement
in business and financial conditions, with some consequent improvement in
the latter part of the fiscal year 1932 for such sources of Federal revenue
as respond promptly to current business conditions, and with better pros-
pects generally for the following fiscal year. Not only did this improvement
fail to materialize, but business declined steadily to lower levels during
the last half of the fiscal year,

EXPENDITURES,

Federal expenditures for the fiscal year 1932 reached a new high level
for the postwar period due primarily to the effect of the depression on
Government activities. Total expenditures chargeable against ordinary
receipts amounted to $5,006,590,305 for the fiscal year 1932, as compared
with $4,219,950,339 for 1931, and $3,848,463,190 for 1929. Expenditures
for 1932 were thus $786,639,966, or 19% larger than for 1931, and $1,158,~
127,115, or 30% larger than for 1929.

Comparison of the Fiscal Years 1929 and 1932.

While total Federal expenditures increased $1,158,000,000 from 1929
to 1932, the expenditures for major activities undertaken or accelerated
to afford relief from the depression and for the postal deficiency showed
a combined increase of $1,189,000,000. The remaining Federal expendi-
:ums declined slightly, from $3,555,000,000 for 1929 to $3,524,000,000
or 1932,

In the major expenditures largely attributable to the depression are
Included expenditures of $500,000,000 for the capital stock of the Re-
construction Finance Corporation, $125,000,000 for additional capital
stock of Federal Land banks, $136,000,000 for net loans under the Agri-
cultural Marketing Act, an increase of about $306,000,000 in expenditures
for public works, and an increase of $117,000,000 for the postal deficiency
after deducting about $52,000,000 from the postal deficit for 1929 for
payment of so-called back railway mail pay to inland carriers under au-
thority of the joint resolution approved June 6 1929.

Service of the public debt including sinking fund and other debt re-
tirements accounted for $1,012,000,000 of the expenditures for 1932, a
reduction of about $216,000,000 from 1929. This decrease resulted from
reduced payments for interest, reflecting lower rates on Government
issues, and from decreased retirements from repayments of principal
from foreign governments owing to the suspension of foreign debt pay-
ments due in the fiscal year 1932.

Another major class of governmental outlay is for National defense
and the care of war veterans. Expenditures under this category totaled
about $1,631,000,000 for 1932, or about $233,000,000 more than for 1929.
All of the increase was in the expenditures for veterans due to increased

x Includes adjustment between receipts on basis of reports of collectors
and of daily Treasury statements (unrevised).
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appropriations for hospitalization and domiciliary care of veterans, for
the adjusted service certificate fund in connection with the financing of
Increased loans on adjusted service certificates under authority of the
Act of Feb. 27 1931, and for liberalized provision for military and naval
compensation and insurance for veterans of former wars.

EXPENDITURES CHARGEABLE AGAINST ORDINARY RECEIPTS, BY
CERTAIN MAJOR FUNCTIONS, FOR THE FISCAL YEARS 1929 AND 1932.a

Increase (+) or

Class of Expenditure. 1929, 1932. Decrease (—).

Major expenditures due to or af-
fected by the depression:
Capltal stock, Reconstruction
Finance Corporation
Special aids to agriculture—
Agricult'l market. fund (net).
Cap. stock, Fed. Land banks.
Loans and credits to farmers.
Publie works.b.
Postal deficiency

+$500,000,000

+-136,000,000
-+125,000,000

+-5,000,000
306,000,000
117,000,000

$500,000,000

136,000,000
125,000,000,

11,000,000
507,000,000,
203,000,000

0
201,000,000
€86,000,000

Total major expenditures due
to or affected by the de-

pression $293,000,000{$1,482,000,000(--$1,189,000,000

Expenditures exclusive of major,
items due to or affected by the
depression:

Publie debt—
—$79,000,000
—137,000,000

—$216,000,000

—2,000,000
+235,000,000

$678,000,000| $599,000,000
550,000,000( 413,000,000

$1,228,000,000($1,012,000,000

660,000,000| 658,000,000
738,000,000| 973,000,000

Total public debt
Natlonal defense and veterans.d
National defense
Veterans

Total National defense and
veterans
All other, incl. non-functional
Major non-functional

Trust funds

Refunds of tax recelpts. .
Purchases of securities.e.
Back rallway mail pay.

$1,398,000,000|$1,631,000,000 --$233,000,000

129,000,000
213,000,000
23,000,000
52,000,000

—8,000,000
—112,000,000
—21,000,000
—52,000,000
-+38,000,000

—8$155,000,000

121,000,000,
101,000,

Settlement of War Claims Act 38,000,
$262,000,000.

$417,000,000

Other expenditures, largely de-
partmental
Shipping Board
Departmental, &ec., not else-
where classified

$16,000,000
496,000,000,
$512,000,000

352,000,000
567,000,000
$619,000.000

+$36,000,000
71,000,000
+$107,000,000

Total all other, Including non-

functional $029,000,000| $881,000,000] ~—$48,000,000

Total expenditures, exclusive of
major items due to or affected
by the depression

$3,555,000,000|$3,524,000,000] —$31,000,000

Total expenditures chargeable
agamst ordinary receipts $3.848,000,000/$5.006,000,000! +$1.158,000,000

@ On basls of dally Treasury statements (unrevised), supplemented by certain
detalls on checks-Issued basis and public works on basls of Bureau of Budget com-
pllation. b Excluding expenditures of District of Columbla government and for
maintenance of rivers and harbors. ¢ Excluding so-called back rallway mail pay
to Inland carrlers under authority of Joint resolution approved June 6 1029, J Ex-
cluding expenditures under these headings for public works, e Including payment
of Cape Cod Canal bonds and purchase of forelgn obligations for 1929 and of capital
stock of Federal Intermediate Credit banks for both 1929 and 1932.

The balance of the Federal expenditures aggregated about $881,000,000
in 1932 as compared with $929,000,000 in 1929, a decrease of $48,000,000.
Certain expenditures included in this total do not represent Government
activities and may be classified as non-functional. Thus expenditures
for trust fund accounts represent moneys payable to or for the use of bene-
ficiaries of the trust and are not classified as general expenditures of the
Government. These include such items as expenditures on account of
the Government life insurance fund, trust funds for the benefit of the
Indian tribes in connection with the sale of Indian lands, and expenditures
of the District of Columbia government from taxes levied in the District,
Refunds of receipts include repayments of taxes erroneously collected.
Other expenditures under this general classification include, for both
years, the purchase of certain obligations by the Government; for 1929
Payments of so-called back railway mail pay and for 1932 the payments
authorized under the settlement of War Claims Act of 1928. The total
of the major non-functional items was $417,000,000 in 1929 and $262,-
000,000 in 1932, a decrease of about $155,000,000.

Other expenditures, largely for departmental activities, were $619,000,000
for 1932, an increase of $107,000.000 over 1929. Expenditures for the
Shipping Board, which include construction loans for the development of
merchant marine, were responsible for $36,000,000 of this increase, while
expenditures for departments and other accounts not elsewhere classified
were about $71,000.000 larger for 1932 than for 1929. The latter class
of expenditure aggregated about $567,000,000 for 1932, or about 16.1%
of total Federal expenditures exclusive of the major items due to or affected
by the depression. The activities which were supported by this $567,000,~
000 of expenditures include the legislative and judicial branches of the Gov-
ernment, the fiscal administration and control of banking and currency,
foreign relations, civil pensions and allowances, and other governmental
activities in connection with conservation of natural resources, education,
promotion of public health, Indian affairs, aids to agriculture, labor,
aviation and industry.

Comparison of the Fiscal Years 1931 and 1932.

As already indicated, total expenditures chargeable against ordinary
receipts for the fiscal year 1932, at $5,006,590,305, were $786.639,066
larger than in 1931. Expenditures for 1931 and 1932, classified largely on
the basis of governmental organizations, are compared in the table on page
3929 .

The increase for 1932 in expenditures, exclusive of public debt charges,
was due chiefly to increased outlays of an emergency character, including
$500,000,000 for the capital stock of the Reconstruction Finance Corpora~
tion and $125,000,000 for additional capital stock of the Federal Land banks,
as already brought out in the comparison of expenditures for 1929 and 1932,

General expenditures, classified by departments, show an increase of
$210,900,000 in 1932 and also reflect expenditures due to the depression,
The principal items of increase were as follows; $83,200,000 for the Treas-
ury Department, representing Payments on account of the building pro-
gram and awards of the War Claims Arbiter under the settlement of war
claims act of 1928; $22,100,000 for the Department of Agriculture, reflecting
additional outlays for Federal aid highway construction and rellef loans;
and $19,900,000 for the Interior Department, principally on account of the
Boulder Dam project. Expenditures for the Veterans' Administration
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showed an increase of $78,600,000 as the result largely of liberalized pro-
visions for military and naval compensation and insurance of war veterans.
Smaller increases in expenditures were shown as follows; $3,300,000 for the
Legislative establishment; $3,600,000, State Department; $8,000.000,
Department of Justice; $2,500,000, Department of Labor; and $4,500,000,
other independent offices and commissions. Decreases were shown in ex-
penditures for the War Department of $10,200,000, and for the Commerce
Department of $8,800,000, the latter due to the fact that the decennial
census was practically completed in 1931.

EXPENDITURES CHARGEABLE AGAINST ORDINARY RECEIPTS, BY

MAJOR GROUPS, FOR THE FISCAL YEARS 1931 AND 1932,
[On basis of dally Treasury statements (unrevised)].

[In Millions of Dollars.]

Increase
(+) or de~
crease (—)

Class of Expenditure, 1931.

General expenditures:
Leglslative establishment
Executive Office. . . ...
State Department
Treasury Department .

War Department
Department of Justice. -
Post Office Department..
Navy Department

Interior Department
Department of Agriculture. .
Department of Commerce.__ .
Department of Labor
Veterans' Administration
Other Independent offices and commissions.x. .
District of Columbia.

0
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Total general expenditures
Refunds of receipts
Postal deficiency
Agricultural marketing fund (net)...
Reconstruction Finance Corporation
Subseription to stock of Federal Land banks.
Adjusted service certificate fund
All other, including trust funds.
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Total expenditures, excluding publie debt... 3,994.7

Public debt chargeable against ordinary recelpts:
Interest - - i a et an e a s
Retirements

599.3
412.6

Total public debt expenditures chargeable

agalnst ordinary recelpts 1,011.9

Total expenditures chargeable against ordi-
nary receipts

x Includes adjustment of unclassified Items.

4,220.0 5,006.6

The Deficit.

In the fall of 1931 the Treasury estimated that the deficit for the fiscal
year 1932 would be about $2,123,000,000. The actual deficit, at $2,885,~
362.209, exceeded this estimate by $763,000,000. Expenditures were
$525,000,000 larger than estimated, as a result of subsequent authorizations
by Congress for the purchase of capital stock of the Reconstruction Finance
Oorporation and the Federal L,and banks. Receipts were about $238,000 .-
000 less than estimated.

REVENUE ACT OF 1932

In his annual report to the Congress for the fiscal year 1931 thc Secre-
tary of the Treasury recommended ‘‘a vigorous and continued effort to
teduce expenditures,” and increased taxation with a view to bringing
Into balance current receipts and current expenditures, exclusive of the
sinking fund and other statutory debt retirements.

The Treasury's revenue program was based in the main upon a return
In principle to the general plan of taxation existing under the revenue act
of 1924.x The increased income taxes recommended were to oe made
effective on incomes for the calendar year 1931 so as to yield additional
revenue in the last half of the fiscal year 1932 and during the whole of the
fiscal year 1933. The Treasury’s program also included revision of the
Dostal rates to meet a greatly Increased postal deficiv.

The President’s Budget message, submitted at the same time, recom-
mended a reduction of approximately $370,000,000 in expenditures.

In view of the very unusual situation, the Secretary of the Treasury
stated on Jan. 13 1922, on his first appearance before the Ways and Means
Oommittee, that at a later date he desired to submit revised estimates of
revenue. These were submitted to the Ways and Means Committee in
Feoruary. At that time it was estimated that additional taxes, over
and above those recommended earlier in the year, would be necessary
and that there must be a further reduction in expenditures. Supplemental
recommendations were made by the ‘Ireasury accordingly.x

Early in March the Ways and Means Committee reported to the House
of Representatives a revenue bill, the principal features of which were
Increased income taxes, first applicable, however, to 1932 rather than to
1931 incomes; an increased estate tax, a gift tax, and a general manufac-
turers’ excise tax based on the Canadian model. The Secretary of the
Treasury at once Indorsed this bill and gave it his full support. It was
not accepted by the House of Representatives, however, and in lieu of the
general manufacturers' excise tax, the House adopted a series of special
manufacturers’ excise taxes,

The Senate did not dispose of the revenue bill until early in June. In
the meanwhile business conditions had grown steadily worse and it was
apparent that the estimates made by the Treasury Department of what
might be expected in the way of revenue during the fiscal year 1933 could
not be realized.

On May 31 the Secretary of the Treasury appeared before the Senate
Finance Committee and stated that it would be necessary that the bill pro-
vice for $1,125,000.000 of additional revenue. This was the same amount
recommended to the Ways and Means Committee in February, though it
had become clear that the measures then recommended would not produce
this amount of additional revenue. He also stated that in addition it
would be necessary to provide by legislation for further reduction of ex-
penditures by not less than $350,000,000 below the Budget estimates of
December.

The statement reads in part as follows; y

The Treasury recommended in February $1,125,000,000 in new taxes.
That Is the amount needed vo-day.

The bill now before the Senate, even with the Finance Committee items
still to be voted on. will bring in but $840.000,000, as compared with the
$965,000,000 estimated under the old figures. Thus there is a shortage
of revenue between the amount originally estimated by the Treasury as
necessary and the yield of the bill as it now stands of $285,000,000. . . .

x Exhibits containing the Treasury's original and subsequent proposals
appear on pPages 270 to 271 and 274 to 275 of this report.
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In other words, assuming that the expenditure figures are reduced kelow
those supmitted in the Budget message by not less than $350,000,000,
$285,000,000 of additional revenue is necded to-day to balance the Budget.
In order to bridge this gap, I unqualifiedly recommend turning to the manu-
facturers’ excise tax along the lines of Senator Walsh’s pending amendment.
While the Treasury Department has hitherto refrained from recommending
this tax, I had occasion to give it close study during its consideration by
the Ways and Means Committee and I unhesitatingly indorse it to-day as
the most effective means of balancing the Budget and giving assurance of
vielding the needed revenue.

In December 1931, the Budget for the fiscal year 1933 was submitted
with total expenditures at $3,958,000,000, exclusive of the postal deficit
which was intended to be covered by the postal provisions of the Revenue
Act and other postal legislation. The reduction of this total by $350,-
000,000 would have resulted In expenditures aggregating $3,608,000,000.
Expenditures for 1933 are now estimated at $4,135,000,000, excluding the
postal deficit. This estimated total, which includes certain items of
additional public construction provided for in the Emergency Relief and
Construction Act, approved July 21 1932, is thus about $527,000,000 larger
than the proposed total of expenditures on which the recommendations
of the Treasury on May 31 were based.

Summary of Progisions of the Act.

The Rrevenue Act of 1932 provides for the following increased and
new taxes;

(1) Increase in the corporation income tax rate from 12 to 133{ %,
with an additional tax at 3{ of 1% on corporate net income for the years
1932 and 1933 reported on consolidated returns, and with no specific credit
for corporations with small incomes.

(2) Increase in the normal rates on individual income from 1314, 3 and
5% to 4 and 89%:; elimination of tax credit for earned income; reduction
in personal exemptions from $£3,500 and $1,500 to $2,500 and $1,000 for
married persons or heads of families and single individuals, respectively;
surtaxes graduated from 1% on net income in excess of $6,000 and not in
excess of $10,000, up to 55% on net income in excess of $1,000,000, and
other income tax changes, the most important of which limits the deduction
of losses from sales or exchanges of stocks and bonds held for a period of
two years or less to the amount of gains derived from similar transactions
with provision for a one-year carry-over, with certain limitations, of the ex-
cess of such losses over such gains for a given year.

(3) An additional tax on estates at graduated rates, with an exemption
of $50,000, the additional tax to be paid to the Federal Government without
tax credit for payment of State inheritance taxes, and a gift tax at rates
graduated up to 3314 % on net gifts in exceess of $10,000,000 with an ex-
emption of $50,000.

(4) Manufacturers’ excise taxes on numerous articles, including lubri-
cating oil, brewer's wort, automobiles, trucks, parts and accessories,
tires and inner tubes, gasoline, candy, chewing gum, soft drinks, jewelry,
toilet preparations, furs, domestic and commercial consumption of electri-
city, radios, mechanical refrigerators, sporting goods and cameras.

(5) Other miscellaneous taxes, including new and increased stamp taxes,
increased taxes on admissions, and new taxes on telephone, telegraph,
cable and radio messages, checks, leases of safe deposit boxes, transportation
of oil by pipe line, and the use of boats.

(6) Increases in postal rates.

Increased income taxes were made effective on incomes for the calendar
year 1932, instead of the calendar year 1931 as proposed by the Treasury.
The manufacturers’ excise taxes and the other miscellaneous taxes became
effective 15 days after the signing of the act, that is, on June 21, and are
limited in application to the period ending June 30 1934, with the exception
of the taxes on passenger automobiles, trucks, parts and accessories, and
tires and tubes, which taxes remain effective until the end of the subsequent
month, and of the gasoline tax which is levied for one year only, that is,
until June 30 1933.

At the time of its enactment it was estimated that the new revenue act
would yield $1,118,500,000 of additional revenue for the fiscal year 1933,
including additional postal revenue of $160,000,000 which would be re-
flllected in a reduction in the postal deficit and consequently in total expen-

tures.

The Rrevenue Act of 1932 effected one of the largest increases in taxes
ever imposed by the Federal Government in peace times. In a year in
which the enactment of any new revenue measure presented grave diffi-
culties, the placing on the statute books of an act so substantial in scope
was an impressive achievement.

Viewing the act in relation to the emergency situation which made it
necessary, there are a number of major accomplishments which result
from it, aside from the provision of substantial additional revenue. These
include the broadening of the base of the individual income tax through
reduction in personal exemptions; the limitation of deductions from gross
income on account of Isses from sales of stocks and bonds held for two years
or less; the closing of loopholes in certain other administrative provisions
of the income tax law, and the inclusion among the new taxes of certain
taxes which are levied on a relatively broad base and will yield relatively
large amounts of revenue with little administrative cost. There are a
number of features of the act which were not in accordance with the Treas-
ury's views, These include the application of a discriminatory rate to
corporation income reported on consolidated returns, and the inclusion of
a number of manufacturers’ excise taxes yielding relatively little revenue
and involving considerable administrative difficulty.

CONDITION OF THE FEDERAL FINANCES.

At the end of the fiscal year 1932 the Federal revenues had been cut
approximately in half as compared with the average receipts for the four
years ended with 1930, and expenditures had been greatly increased by the
vast program of emergency relief undertaken to meet the extraordinary
circumstances with which the Nation was confronted. Thus the depression
affected the Federal Budget very seriously, on both the expenditure and the
receipt side. As a result, we closed the fiscal years 1931 and 1932 with
large deficits.

Even so, the finances of the United States Government are in sound
condition.

In the last session of Congress reduction in expenditures by no means
proceeded as far as necessary, yet a beginning was made. At the same
time a very real effort was made to bring the revenues of the Government
up to the requisite level. Receipts from the new taxes during the first
few months in which the new revenue act has been in effect have been
disappointing, but on the whole there can be no doubt as to their produc-
tiveness when business activity rises to more normal levels. Moreover,
it should not be forgotten that the new law does not become fully effective
until after the close of the fiscal year 1933.

When Congress adjourned the position of the Budget had been greatly
improved.

1 must continue to urge, as the Treasury Department did a year ago,
that the Budget be brought into balance at the earliest possible date. Yet
the deficits of the years of depression should be considered in relation to
the record of the entire post-war period. Through surpluses aggregating
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$3,460,000,000 durinz the 11 years ended with the fiscal year 1930, the
Government had in effect accumulated a reserve, through accelerated debt
reduction, which could be drawn upon in the lean years, and which fortified
the position of the Federal finances.

The war debt reached its peak early in the fiscal year 1920. From
that date to the end of the fiscal year 1930 the debt was steadily reduced.
The decrease from June 30 1919 to June 30 1930 amounted to $9,300,000,-
000. Obligations in the amount of $4,907,000,000 were retired from
ordinary receipts in fulfillment of statutory requirements, $3,460,000,000
from surplus receipts, and $933,000,000 through reduction in the general
fund balance. The statutory retirements included in the Budget for the
fiscal years 1931 and 1932 amounted to $440,000,000 and $413,000,000,
respectively, representing chiefly retirements through the cumulative
sinking fund. Increases in the total public debt as a result of the deficits
of 1931 and 1932 have about offset the retirements from surplus receipts
over the preceding 11 years, but at the end of the fiscal year 1932 the
total outstanding debt showed a net reduction of $5,998,000,000 as comn-
pared with June 30 1919, which was about $240,000,000 in excess of the
aggregate statutory requirements for the period.

As contrasted with the financial history of other leading nations since
the war we find that, even after the last two years of heavy deficits, we
had greatly reduced the public debt from the war peak. The traditional
policy of our Government of rapidly reducing the National debt created
during war periods has been maintained.

Moreover, in appraising the financial position of the Government it
should pe remembered that up to the middle of November the total amount
paid into the Reconstruction Finance Corporation for its capital stock,
and the net advances to the Corporation treated as public debt items in
accordance with the law, were about $1,150,000,000. These funds are
represented by loans made by the Corporation on security and will at a
not too distant date be returned to the Treasury.

Thus, of the amounts added to the public debt during this depression
period, beginning with the fiscal year 1931, over a billion dollars is repre-
sented by assets which will be realized on and will furnish funds which
can be applied to debt retirement.

ESTIMATES OF FUTURE REVENUES.

There has been so much discussion of Treasury estimates that it is
appropriate to say something in regard to the problem of estimates. The
Treasury is not called upon to make estimates of future expenditures
other than those covering the Treasury Department, but receives the
expenditure estimates from the Director of the Budget. The Treasury
Department is called upon to furnish to the Congress estimates of future
revenue. The estimates of future revenue are required to be presented
to the Congress when it convenes early in December and have to be in
final form by the middle of November. They must cover not only the
current fiscal year ending with the succeeding June but also the fiscal
year beginning the foilowing July, a 12-month period beginniag eight
months after the estimates are made up and ending 20 months later.

Future revenue receipts depend directly on future business conditions.
In making up future estimates of revenues, what the Treasury Depart-
ment is called upon to do, generally speaking, is to chart the business
curve over a period of almost two years. Every business man knows the
difficulvy, in such a period as this, of forecasting with accuracy 20 months
in advance the profits or losses which will pe sustained in his own particular
business. It can readily be appreciated, therefore, how great the diffi-
culties are in forecasting, not only the future of any one business, but of
all the businesses in the United States.

An examination of estimates made by the treasury departments in other
countries over a series of years indicates that these difficulties are by
no means peculiar to our country.

The Treasury Department has revised its estimates from time to time.
This is inevitable under rapidly changing conditions. The past fiscal yvear
is an example. Estimates made av the end of May 1932 differed radically
from those made in Novemoper 1931, not pecause of any capricious change
on the part of the Treasury, but because conditions were radically dif-
ferent. Conditions govern estimates, and all estimates are susceptible
to those errors which inevitably enter into the field of forecasting.

During the calendar year 1929 current collections of individual income
taxes were $1,163,000,000. During 1932 they will be only $250,000,000.
‘We estimate that during 1933 they will be less than $150,000,000, com-
puted on the basis of the 1928 revenue law. In the face of such enormous
changes the inherent difficulties of forecasting are greatly augmented.

It seems to me essential thay there should be a full appreciation on the
part of the puklic of the proolem involved, for the protection of those
who, in the future conduct of the fiscal affairs of this Government, will
be called upon to face this difficult problem.

Fiscal Year 1933.

In the estimates submitted to the Finance Commictee at the end of
May the freasury Department estimated the revenue for the fiscal year
1933, poth under the taxes then in existence and the new taxes about to
be imposed, at $3,098,000,000. The revenue for the fiscal year 1933 is
now estimated at $2,624,000,000, or approximately $474,000,000 less than
the previous estimate.

The decline in the present estimates as compared with those made in
May reflects in part a revision of basic forecasts to take account of delayed
recovery—{rom a lower level and at a lower rate than was previously antic-
pated—with consequent further shrinkage in all tax bases. In part it has
resulted from the loss of miscellaneous internal revenue, as indicated by
collection reports to date, owing to heavy sales in advance of the effective
date of new taxes; to difficulties which inevitably hamper the administra~
tion of a variety of scattered levies; to particular administrative obstacles
affecting certain of the new levies as, for example, the tax on brewer's wort
and malt sirup: and to smaller collections than had been anticipated for
certain taxes—mainly the tax on checks and on admissions—in respect of
which information available prior to the operation of the new law afforded
inadequate bases for appraising the probable yield.

Customs receipts are estimated at $290,000,000, or $60,000,000 less than
the amount estimated in May. Income taxes, which are estimated at
$860,000,000, are $176,000,000 less than the previous estimate. Of the
latter amount, $55,000,000 represents a reduction in estimated current
collections of corporation income taxes and $81,000,000 a reduction in
estimated current collections of individual income taxes. As already
brought out, these decreases largely reflect readjustments to basic conditions
affecting the level of incomes for the calendar year 1932. A reduction of
$40,000,000 in estimated collections of back taxes on incomes reflects in
part the increasing difficulty under existing conditions, of effecting collec-
tions.

Of the $284,000,000 reduction from the May estimates of miscellaneous
internal revenue, $128,000,000 is accounted for as follows: Reduction in the
tax on brewer's wort, &c., from $82,000,000 to $10,000,000; reduction in
the tax on checks from $78,000,000 to $45,000,000: and reduction in the
admissions tax from $44,000,000 to $21,000,000. The balance of the re-
duction, amounting to $156,000,000, includes a total of about §60,000,000
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representing reductions to take account of losses in revenue due to heavy
sales in advance of the effective date of the taxes, to evasion, and to ad-
ministrative difficulties.

Under prevailing circumstances the revenue estimates are of necessity still
qualified by major uncertainties. This is the case primarily because there
is little to indicate the rate at which recovery will take place, and little pre-
vious experience on which to judge the effect of certain features of the in-
dividual income tax under the new revenue law, particularly the provision
limiving the deduction of losses from dealings in securities from gross income.
Furthermore, the effect of the reduced personal exemptions under existing
conditions is problematical.

At the time the estimates of revenue were submitted to the Senate
Finance Committee in May, I stated that if the Budget were to be balanced
it would be necessary to reduce expenditures by $350,000,000 below the
figures in the President’s Budget Message, in addition to a reduction in the
postal deficit of $160,000,000, which it was then estimated would result
from postal provisions of the revenue act and other postal legislation.
This would have involved a reduction of expenditures, exclusive of the postal
deficit, to about $3,608,000. As already brought out, present estimates for
the fiscal year 1933 indicate expenditures of $4,135,000, exclusive of the
Postal deficit, or about $527,000,000 more than that amount. Furthermore,
it appears that the reduction in the postal deficit will fall short of the amount
proposed in May by about $139,000,000. ‘

‘We are confronted with a deficit this fiscal year of approximately $1.146,~
000,000, exclusive of statutory debt retirements.

RECEIPTS AND EXPENDITURES FOR THE FISCAL YEAR 1932, ON
THE BASIS OF DAILY TREASURY STATEMENTS (UNREVISED),
AND ESTIMATED RECEIPTS AND EXPENDITURES FOR
THE FISCAL YEARS 1933 AND 1034,

[Receipts and expenditures are separately presented for general and special funds
combined and for trust funds, to conform to the practice of the Bureau of the
Budglet.(in] addition to the customary totals for general, speclal and trust funds
combined.

1934 Estimates.

Supplemented,
Budget
Message.

1932,
Actual,

1933

General and Spectal Funds
Estimates,

Combined.

Bastc
Budget.

Receipts ..
In%crml revenue: $ el o $ $ $
ncome tax 1,057,335,853| 860,000,000(1,010,000, ;
Misc. internal revenue.| 503,670,481| 900,000,000 931,000,8881’851;?28%,%

Tot. internal revenue(1,561,006,334(1,760,000,000|1,991,000.0 0
Customs (excl, ton'ge tax)| '327.754,069| 290,000,000 '320.000. 009 1'32(1)’388'883
Miscellaneous receipts: ' ks
Proceeds of Gov.-owned|

securities:
Principal—for. oblig’s
Int.—for. obligat'ns.
Railroad securities. .
Alljother S_CI2iIole
Panama Canal tolls, &c
Other miscell. (incl.
tonnage tax) .e-eea-.

73,499,881
195,094,693,
918,498
49,963,585
22,573,342

75,836,144

123,018,315
205,724,562
1,276,372
44,447,600
21,617,000

84,685,330

123,018,315
205,724,562
1,276,372
44,447,600,
21,617,000

84,685,330

1,695,570
20,671,931
22,588,375

72,008,258

Total general & special
fund receipts
Expenditures.

Legislative establishment.

Executive office

Veterans' administration.

Shipping Board

Other independent offices
and commissions. .....

Dept. of Agriculture-

Dept. of Commerce .

Dept. of the Interior

Dept. of Justice

Dept. of Labor....

Navy Department

Post Office Department. .

Dept. of State

Treasury Department...

War Department

2,005,725,437|2,467,886,143(2,701,769,188|2,791,769, 188

27,318,601 24,675,800( 20,581,300 17,050,700
424,546 354,100 578.0()0 3(;4 ,700
784,841,820 838,265,000| 869,885.000| 739,086.000
51,540,827| 32,574,000 9,300,000 9,280,500
52,545,271 41,966,800

45,946,700 40,709,300

318,075,817| 314,204,500 144.876'400] 141 944 800
52,700,200 44,742.400| 40.065.000  38.540 100
81,444,996 65,660,000

69,865,300 64,135,000
51,639,261  45,281,300|  43.854.000 42.1(‘1;.400
14,701,344 13,368,000

12,336,900 12,768,300
357,617,834 356,178,000| 329,031,500 328,979,600
125,899 75,000

) 75,000 75,000
18,881,864| 14,083,000 12,533:800| 12,030,500
287,045,002 252,473,900

280,796,900 247,510,600
466,788,011 426,001,900 392,710,400, 389,230,000
2,567,491,293

45,401

gy 2,505,380,800/2,237,659,100(2,084,798,400

Add unclassified items....

2,567,536,78412,505,380,800|2,237,650, 100|2,084, 798, 4
599,276.631| 695,000,000 25,630Z080 '725Z600,ogg

412,554,750 439,658,200| 439,658,200
90,812,100] 90,812,100

Interest on public debt__ -
Public debt retirements:
Sinking fund
Purchases & retirements
from fore'n repaym’ts
Purchases & retirements|
from franchise tax re-
ceipts (Fed. Res. &
Intermediate Credit
banks)
Estate tax. ... ... ...
Forfeitures, gifts, &ec..
Refunds of recelpts:

425,569,600
69,008,800,

3,500,000
75,000

21,000
1,000
53,000

3,500,000
100,000

3,500,000
100,000

17,202,968
83,921,562
202,876,340
10,661,805

500,000,000
125,000,000

17,510,500
69,723,400
134,000,000
13,421,800

14,515,000
69,681,800,
97.000,000
12,933,000

14,515,000
69,681,800
67,215,400
12,380,000

Internal revenue.d. ...
Postal deficiency...
Panama Canal
Stock of Reconstruction

Finance Corporation. ..
Add'l stock of Federal

Distribution of wheat &
cotton for rellef
Agricultural mark'g fund
(net) 136,238,856
Adjusted service ctf. fund| 200,000,000
Clvil service retirem't fund| 20,850,000
Forelgn serv, retire. fund 215,000
District of Columbia a9,500,000

Total general & speclal
fund expenditures. . .|4,885,009,686|4,112,230,000|3,819,776,000|3,636,578, 600

Excess of expenditures.|2,880,184,249|1,644,344,757(1,028,007,712| 844,809,412
T'rust Funds—

10,000,000
100,000,000
20,850,000
416,000
7,775,000

100,000,000
20,850,000
202,700
7,775,000

115,502,569
120,680,619

5,178,050

156,370,550

57,303,525
156,657,500 155 b4

157,393,525
153,846,600

155,017,300

Excess of expenditures.
Excess of recelpts

General, Special .and
Trust Funds Combined

3,646,925

2,121,228,006/2,624,256,6032,049,162,713|2,949, 162,713
5,006,590,305|4,268,888,400 3.074.704;00 3,790,425,200

841,262,487

Expenditures
Excess of expenditures.|2,885,362,209|1,644,631,707|1,025,631,487

Excess of expenditures,
excl.of debt retirem'ts!2,472,732,54911,146,478,307] 491,561,187 807,102,187

a Represents the share of the United States charged against the general fund
of the Treasury. The expenditures chargeable against the revenues of the District
of Columbia under “trust funds' amounted to $39,524,773,60 for the fiscal year 1032,
» Includes refunds and drawbacks under Bureau of Industrial Alcohol.
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Desirable as it is to make the sinking fund provisions of the law fully
effective, it is apparent that under the difficult circumstances in which the
country now finds itself, we must face the fact that the public debt can not
be reduced for the next year or two. It should be pointed out, however,
that the new revenue act is only partially effective in the fiscal year 1933.
During the fiscal year 1934, the first in which the revenue acv of 1932 be-
comes fully effective, if the gasoline tax be continued, the Federal tax
revenues under this act will show an increase of about $460,000,000 over
1933.

Fiscal Year 1934.

Total governmental revenues are estimated for the fiscal year 1934 av
$2,949,000,000, including only one month of collections from the gasoline
tax which was imposed for one year and which clearly must be continued.
If the recommendations made by the President in his annual Budget Mes-
sage are followed, the expenditures can be reduced from $4,269,000,000 in
1933 to approximately $3,790,000,000 in 1934, or by about $479,000,000.
Expenditures include an item of about $110,000,000 for continuing the con-
struction work provided for in the so-called emergency relief bill, over the
protest of this Department, and a postal deficit of nearly $70,000,000.
Expenditures, as submitted in the President’s Budget Message, exclusive
of statutory debt retirements in the amount of $534,000,000 are estimated
at approximately $3,256,000,000. These figures indicate a deficit of ap-
proximately $307,000,000. Wtih the gasoline tax continued the deficit
will amount to about $170,000,000.

I am submitting herewith a table showing receipts and expenditures for
the fiscal year 1932 and estimates for the fiscal years 1933 and 1934.
Figures for 1934 are presented on the basis of estimates of expenditures as
in the body of the Budget and as affected by additional recommendations
in the Budget Message. [See table on previous page.]

Public Debt—Subscriptions to Capital of Reconstruction Finance Corporation.

B The Treasury subscription to the capital stock of the Reconstruction
Finance Corporation was chargeable as a current expenditure of the fiscal
year 1932; but since the Government closed that fiscal year with a deficit
in excess of the amount of the subscription, the latter was in effect covered
by increased borrowing. The public debt was necessarily increased by
that amount.

¥l recommend that legislation be enacted providing that upon the re-
tirement of the capital stock of the Reconstruction Finance Corporation,
the amounts repaid to the Treasury shall be applied to the reduction of
the public debt,

lsThe repayments of the funds advanced by the Treasury to the Recon-
struction Finance Corporation on its notes under the terms of the existinz
law will be automatically so applied.

—_—

Industrial Output in Past Year Smallest of Any Fiscal
Post-War Period, Says Secretary of Commerce
Chapin in Annual Report—Cites Effect of Foreign
Situation on Economic Conditions in United
States—Despite Continued Fall in Commodity
Prices Sees Prospect of Change—Gold Withdrawals
Unparalleled—Bank Failures Unprecedented—
Branch Factory Movement.'

In his annual report made public Nov. 28 Secretary of

Commerce Roy D. Chapin states that “although commodity

prices continued to fall sharply during the fiscal year, on
June 30 last the prospects for some change in the trend were

brighter than at any time in several years.” He adds:

Surplus supplies in many branches of industry had been reduced, and
a more active demand was being reflected in a stiffening of prices. Rises
from May 30 to the end of June 1932 in prices of meats and several other
domestic farm products were sharp,

Regarding foreign trade during the year the report says:

Although foreign trade during the fiscal year ended June 30 1932 de-
clined in value to the lowest level since pre-war years, the United States
maintained its position as the world’s leading export nation as well as its
usual position in the import trade—next to the United Kingdom. In
physical volume our exports during 1931-32 showed a decline of 17% as
compared with that of 1930-31, while imports were only 6% smaller.
Since domestic industrial production fell off 20% and freight car loadings
22% during this period, it would appear that the shrinkage in foreign
trade has been less than that in domestic business. The sharp recession
in prices, which affected all classes of commodities, was responsible for
about three-fifths of the decline in the value of exports and four-fifths
of the reduction in the value of imports. Exports dropped from $3,083,-
000,000 in 1930-31 to $1,949,000,000 in 1931-32, or 37%, while imports
declined from $2,432,000,000 to $1,731,000,000, or 19%.

The foreign trade statistics recorded by the Customs Service do not
furnish a complete picture, however, of our position in international trade.
The so-called ‘‘invisible’ transactions on current account constitute an
exceedingly Important part of our international business and in the last
calendar year represented a total turnover of over $2,500,000,000.

The progress of branch factory movement is also discussed
in the report, its comments being as follows:

The branch factory movement during the past fiscal year was influenced
largely by the same artificial factors as in the preceding year and the estab-
lishment of new branches was largely confined to Canada and, to a smaller
extent, to England. In both countries the chief factors have been the
tariff, exchange difficulties and the agitation in favor of domestic products.
The Ottawa conference, with its potential influence on the direction of the
movement within the British Empire, has naturally received a good deal
of attention.

In the case of Canada, the number of branches actually established during
the year has probably increased in comparison with the preceding year,
although the lack of adequate information on the investment involved
makes it impossible to determine the real progress of the movement. The
discount on Canadian exchange has introduced a new element and has
added to the difficulties of marketing American products. On the other
hand, the uncertainty as to the outcome of the Ottawa conference probably
had a retarding effect.

The radical change in the British tariff policy and the depreciation of
sterling has served to attract attention to England as a location for branch
factories. It Is rather interesting to note that in spite of the greatest inter-
est aroused among American industrialists, the European manufacturers
have shown a much greater readiness to adjust themselves to the new situ-
ation by the actual transfer of their industries or the establishment of manu-
facturing branches. In the case of Germany, the Government found it
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necessary to impose an export duty on second-hand machinery and restrict
exchange in an effort to discourage the migration of German plants to
England. The reluctance of American manufacturers may be ascribed
largely to the fact that a number of the principal producers in the United
Staves have Canadian branches, many of which have been established with
a view to supplying the Empire market; those without such branches were
inclined to await the results of the Imperial Conference at Ottawa. The
number of new American branch factories actually established in England
within the last year is much smaller than the number estatlished in Canada,
but the interest aroused among American manufacturers by the changed
economic situation in that country would seem to indicate the possibility
of a stronger branch factory movement in the future, depending of course
on the outcome of the Imperial Conference at Ottawa.

As to the heavy gold withdrawals in the fiscal year 1931-32,
and the large number of bank failures in the last six months
of 1931, the report has the following to say in discussing
banking and finance:

The fiscal yvear 1931-32 witnessed extraordinary developments in the
field of banking and finance, both at home and abroad. Banking crises
and the suspension of the gold standard in a number of European countries
accentuated the depressing effects of the continued decline in commodity
prices and of the liguidation of securities. The impact of financial dis~
turbances in Central Europe at the beginning of the fiscal year set in motion
forces of panic and fear which passed from one financial centre to another.
In the second quarter and again in the final quarter of the fiscal year these
forces were concentrated on the American money and security markets
with the result that irregularly upward movements in security values in
Octoper and in January and February soon reversed themselves and during
the remainder of the fiscal year our security markets were characterized
by liquidation and our money markets by a steady withdrawal of short-
term foreign funds, a substantial part of which were taken in gold. Dur@ng
the greater part of the year the decline in security values was accompanied
by a record volume of bank suspensions which reached its peak in October.

Gold withdrawals from this country proceeded at intervals on a scale
unparalleled in financial history. This outflow resulted largely from ad-
verse developments abroad, particularly after the announcement in May
of the conditions of Austria's largest private bank and the subsequent banlu‘:—
ing difficulties in Germany, a movement which culminated in England’s
suspension of gold payments on Sept. 21. During the fiscal year there
was a net reduction of $1,037,000,000 in our monetary gold stocks, virtually
all of this loss occurring in September and October and in May and
June. . . .

Bank failures occurred in unprecedented numbers during the last six
months of 1931. Many of the banks that were forced to suspend had a
comparatively large proportion of their assets tied up in slow-moving real
estate loans and non-liquid security investments. In addition, the rural
banks experienced special difficulties as a result of the continued decline
in agricultural and livestock prices. The situation was aggravated by wide-
spread withdrawals of deposits. The seriousness of bank suspensions was
mitigated by the favorable psychological effect produced in October through
the organization of the National Credit Corporation. The situation was
further alleviated in the second half of the fiscal year by the establishment
of the Reconstruction Finance Corporation and by other remedial measures,
such as the Glass-Steagall Act.

In his economic review Secretary Chapin says:

Economic conditions in the United States during the fiscal year 1932
continued to be influenced by international developments. To our own
domestic difficulties, serious in themselves, were added a series of happen-
ings abroad which imposed a further strain upon our economic system.
The trend of industrial production, prices, employment, payrolls, mer=
chandise distribution, foreign trade, and construction Wwas downward
throughout the year, interrupted only by seasonal improvement which, in
general, failed to measure up to normal expectations. Following the drouth
of 1930, crop yields returned to normal during the past year, but continued
price declines reduced the gross value of the yields to an amount only
about half as great as that realized two years ago.

Starting with the collapse of the Creditanstalt in Austria in May 1931,
developments in the foreign situation moved swiftly to a climax in Septem-
ber, when Great Britain abandoned the gold standard. The President’s
proposal for a one-year moratorium on reparations and inter-allied debts
put forth in June temporarily stemmed the tide, but was insufficient in
itself to arrest the chain of events. With the suspension of gold payments
by Great Britain, fears arose over the safety of funds maintained in this
country; and foreigners hastily withdrew their balances, thus precipitating
an unparalleled run on our gold supply. Our financial structure, streng-
thened by emergency legislation, was able to withstand the strain, and by
the last month of the fiscal year the repatriation of foreign gold balances
had been completed and a return flow of gold had commenced. By the end
of the Ist fiscal year, the foreign situation revealed some signs of clearing
for the first time since the inception of the depression in 1929, and domestic
troubles were being attacked on a wide front in an effort to halt the decline
and bring about some measure of improvement.

Following upon two years of decline, the recession in industrial output
became even more pronounced during the past year. Total production of
our mines and factories declined 20% below the level of the preceding year,
compared with a decline of 7% in the fiscal year 1930 and 21% in 1931.
Output was the smallest for any fiscal post-war period, but held slightly
above the low for the calendar year 1921. The recession during the year was
larger in the case of manufacturing industries, and more particularly in the
heavy industries. Automobile production declined 39%; iron and steel
output, 45%; lumber cut, 38%; and cement production, 32%. Industries
producing consumers' goods continued to make relatively the best showing
during the year, but in the latter half of this period the continued lowering of
consumer purchasing power was reflected in the indexes of consumer buying.
However, for the year as a whole, processing of food products declined but
2%; tobacco manufacturing by 5%; textile production by 8%; shoe pro-
duction by 2%; petroleum refining by 3%; and rubber tires and tube pro-
duction by 12%. Electric power production was also malnts ved at a
relatively high level, only 6% below the preceding year.

Some progress was made during the year in reducing stocks of manu-
factured goods, but both domestic and world stocks of raw materials con-
tinued to accumulate. At the end of the fiscal year stocks of manufactured
goods, as measured by the Department of Commerce’s index, were 9%
below the preceding year and 14% below the 1930 peak. Both domestic
and world stocks of raw materials, however, were higher than a year ago,
the former averaging 9% higher throughout the year and the latter 12%.

At the close of the fiscal year, the Department of Commerce's index of
world stocks was 200% above the 1923-1925 average. In June the per-
centages by which supplies throughout the world exceeded their 1923-1925
averages were as follows: Coffee, 400; cotton, 150; rubber, 230; silk, 150;
sugar, 240; tea, 20; tin, 135; wheat, 140. This excessive accumulation of
stocks has had great influence on the course of world_prices since 1928.

Chronicle
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Burdensome stocks and the slackening of demand resulted in continued
pressure on the price structure. The general level of wholesale prices
receded steadily throughout the year, averaging about 14% below the
preceding year. Following declines in the two preceding years, this con-
tinued recession made more acute the problems of debtors in settling their
obligations. Farm prices averaged about one-third less than in the pre-
ceding year, thus much more than offsetting the increases in crop ylelds.
As is usual in a period of falling prices, retail prices and the cost of living
lagged behind the drop in wholesale quotations; nevertheless, retail food
prices averaged 17 % lower while the cost of living averaged 10% less.

Consumer purchasing, which had held up relatively well in the earlier
phases of the depression, began to reflect the cumulative effects of lowered
purchasing power during the year. While complete statistics are lacking,
the available series indicate an acceleration in the rate of decline in recent
months. Department-store sales dropped 18%, compared with a reduction
of 9% in the preceding year. Mail-order-house sales were down by a slightly
larger percentage. Sales through leading chains have shown a progressively
higher rate of decline as is illustrated by a drop of 13% in the latter half
of the fiscal year, or about double the rate of decline in the calendar year
1931. Merchandise in less than carload shipments by the railroads rose
slightly last fall, but failed to show even a seasonal upturn during the current
year, with the result that the adjusted index moved steadily downward
during the period under review.

The course of employment has followed closely the trend of business
activity., There was a substantial increase in the number unemployed
during the year, as well as in the number employed on part time. Factory
employment declined steadily and for the year averaged 15% below the
preceding fiscal year. The relatively high demand for consumers’ goods
resulted in a shrinkage of employment of much smaller proportions in such
Industries. Thus employment in such industries, as food processing
averaged 7% lower; in leather and products, 4%; in rubber products, 7%:;
and in textile products, 9%. In the heavy industries losses were much
larger, as shown by the following representative declines: Iron and steel,
19%; cement, clay, and glass, 22%; lumber, 24 %; machinery 18%; and
transportation equipment, 19%. Employment, in non-manufacturing
Industries also declined with losses comparable to those in heavy manu-
facturing in the mining industry, and to those in the consumer goods’
Industries in the service industries.

Payrolls were reduced by a relatively larger amount owing to the increasc
in part-time employment and wage reductions. Factory payrolls averaged
287% below the preceding year, and by the end of the fiscal year had dropped
to 43% of the 1923-1925 average, compared to 60% in the case of employ-
ment. Payrolls in the extractive industries were also substantially lower.
The service industries made a relatively better showing, the utilities and
wholesale and retail trade establishments reporting declines ranging from

10 t0 15%.
—_——

Annual Report of Secretary of Agriculture Hyde Finds
Depression Has Caused Greater Shrinkage in Farm
Commodity Prices, Farm Incomes, &c. Than in Any
Similar Decline in Past 70 Years—Increase in Farm
Mortgage Debt.

In his annual report made public Dec. 1 Secretary of
Agriculture Arthur M. Hyde states that agriculture ‘‘felt
the shock of this depression earlier and harder than other
industries and it may lead in the recovery.”” He warned
however, that ‘“‘temporary setbacks are to be expected.”’

Secretary Hyde also says:

“The agricultural reaction to the depression was very different from
the industrial reaction. This is not said in criticism of farmers. Farm
production can not be adjusted quickly to changes in demand. This fact
s a disadvantage to the individual farmer. But it makes agriculture the
great shock absorber and stabilizing influence in hard times. Sustained
farm production, though it helps to force prices down, makes life easier
for wage earners with reduced incomes, and lessens the burden of un-
employment relief. It is necessity, of course, and not philanthropy, that
obliges agriculture to fill this role. Nevertheless, agriculture does so, to
the substantial benefit of the community. This should be remembered
when farmers ask public support for agricultural relief measures.”

Reporting the current year’s results in agriculture, the
Secretary describes the upturn in farm commodity prices
during the summer as encouraging, but predicts that farm
incomes this year will be lower than they were in 1931.
Farm production in the United States in 1931 was about the
same as it was in 1928, whereas the production of non-
agricultural commodities was about 50% less. This year
the component yield of all field erops is about 6% less than
it was in 1931, and livestock production about the same as

last year.

The report notes that ‘“the current depression has caused
greater shrinkage in demand for farm commodities, in farm
commodity prices, and in farm incomes than has any similar

decline recorded in the last 70 years’’ It goes on to say:

Consumption of the more expensive commodities has declined. Consump-
tion of the cheaper commodities has remained practically unchanged, and
indeed, in some cases has increased. Nevertheless, prices of all com-
modities, have fallen. Farmers have had to take terrific price cuts to
move their goods. The situation has demonstrated again the old truth
that it takes purchasing power, as well as consumption, to keep prices
up.

Farmers have witnessed a precipitate fall in purchasing power. The
factory pay-roll index for the United States, for example, was 50% lower
in the first quarter of 1932 than in the first quarter of 1928. Railroad
pay rolls were about 40% Ilower, and construction pay rolls about 80%
lower. Generally speaking, it was the same in foreign countries. In
some of the principal countries that take American farm products, em-
ployment and consumer buying power declined more than in the United
States. Our agricultural exports therefore had to fall in volume, and even
more in value. In the two crop years 1929-30 and 1930-31, farm exports
from the United States declined twice as much in value as in volume.
This meant that American farmers were exporting their surpluses at bar-
gain prices. Even so, great surpluses remained unsold. But for price cuts,
the surpluses would have been mountain high. Reduced buying power
abroad was not the only eause of the drop in our agricultural exports.
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Increased farm production in Europe and elsewhere had a great deal to do
with it. So did import restrictions established by foreign countries be-
cause of their reduced buying power and because of their desire to main-
tain their gold reserves. Recent export statistics bear out what I em-
phasized in my report last year, namely, the impossibility of maintaining
our agricultural export trade at the volume it reached during the World
War and immediately after.

Secretary Hyde in his report analyzes the expenditures of
the Department of Agriculture and shows what the taxpayers
got in return. He says that more than four-fifths of the out-
lay in the fiscal year 1932 went to the general public rather
than primarily to agriculture. Out of every dollar, only
10 cents was spent on the Department’s ordinary research
and service activities. More than two-thirds of the total
was allocated to the States. Federal-aid road construction
absorbed $212,000,000. Nearly $11,000,000 was for emer-
gency relief loans. Emergency appropriations for road work,
to relieve unemployment, and for agricultural relief carried
the total expenditure to $306,000,000. In the eight years
prior to 1931, the Department’s annual expenditures, in-
cluding road funds, ranged from $125,000,000 to $180,000,-

000.
From the report we also quote:
Capital Account.

Agriculture has lost heavily in its capital account. The total value of
all capital employed in agricultural production as of January 1 1932, was
$44,339,000,000, as compared with $58,249,000,000 on January 1 1930,
a decline of about 249%,. Farmers’ equities in their property decline along
with their current incomes, so that their financial security as well as
their standard of living is impaired.

Farm real-estate values continued to fall in nearly all parts of the
country. In the 12 months ended March 1 1932, the declines exceeded
those of the previous year. The department’s index showing the estimated
per acre value of farm land for the United States dropped from 106%
to 89% of the pre-war (1912-1914) average, More than two-thirds of
the States reported lower than pre-war levels, Only two geographic divi-
sions, the New England and the Pacific with indexes of 116 and 118,
respectively, reported average values higher than those of the pre-war
period. Average values fell 3% below the pre-war level in the east and
west South Central States, 4% below that level in the South Atlantic and
Middle Atlantic States, 18% below in the Mountain States, 19% below in
the west North Central States, and 27% below in the east North Central
States.

The current decline in farm-land values started not from a relatively
high level but from a relatively low level. In that respect it differs from
the first post-war slump. In large mreasure the decline in farm land
values after 1920 liquidated a wave of speculation. The current decline
reflects a writing down of values to correspond with a lower commodity
price level.

Mortgage Debt,

Mortgage debt presses upon American agriculture to-day with excep-
tional severity. Total farm-mortgage debt in the United States increased
from $3,300,000,000 in 1910 to $7,900,000,000 in 1920, and to $9,500,
000,000 in 1928. Since then it has fallen slightly, largely as a result
of foreclosures. Interest and attendant costs on this mortgage debt in
1930 represented a fixed annual charge of $568,000,000. While the
capacity to carry this charge has declined greatly in the last two years,
the charge itself remains about the same. In 1931 interest on the farm-
mortgage debt absorbed about 8% of the gross farm income, compared
with 4% in 1920 and 8% in 1910. In recent years an increasing number
of farms have been mortgaged. The department estimates that in 1930,
40% of all farms were mortgaged. The 1930 census reported 42% of
all owner-operated farms as mortgaged, compared with 87.2% in 1920.

Foreclosures are all too prevalent. They are blighting the hopes of
men who can get as much out of the land as anyone could. Keeping
efficient farm owners on their own property and in their own homes is
to the interest of both debtors and creditors. It {s also to the interest of
the Nation. Much mortgage indebtedness has grown burdensome from
forces largely outside the farmer’s control. I ghall later show how
Federal aid in the field of farm credit has helped. But more needs to be
done. The powers of our credit institutions must be broadened and legal
restrictions relaxed so that in an emergency like the present one efficient
farmers can be given a fighting chance to hold their homes.

Tazes,

Farm-property taxes have remained practically unchanged during the
d_epression, although in a very few States farmers have received substan-
tial relief. Taxes for the country as a whole have been, in the last two
years, about 166% higher than they were in 1914, With gross farm in-
comes down to the pre-war level, the tax load is extremely onerous. As
In the case of the mortgage-debt burden, its real weight has been doubled
by falling prices since 1929. It takes more than four times as many
units of farm produce to pay the farm tax bill now as it took in 1914,
In 1931 taxes on farm property absorbed about 11% of the gross farm
income, compared with only 4% before the war,

I have repeatedly called attention to the farmers’ unfair tax burden.
It is a result not only of increases in public expenditures, but of the
failure of our tax system to allow for the post-war decline in farm in-
comes. Simple justice requires both economy in public expenditure and
drastic revision of the revenue system. Farm-tax studies by the depart-
ment and by State institutions over a period of years point to the con-
clusion that the tax systenr discriminates against the farmer, and show
that the injustice is greater now than it was a few years ago. That un-
fairness exists is generally acknowledged. Its recognition should form
a basis for action. The tax that discriminates against the farmer is the
so-called general-property tax. It is not part of the Federal revenue
system. Hence Federal action is limited to investigation and explanation
of the problem, and to such changes in the Federal system as will en-
courage helpful changes in State and local taxation. . S e

Tax revision calls for substitutes for a substantial part of the general-
property tax levy. Income taxes and excise taxes are the leading alterna-
tives. These revenue sources are now the main reliance of the Federal
Government.  Attempts by States to draw large revenues from these
sources necessitate co-ordination of Federal and State systems to avoid new
inequalities. There is increased public recognition of the need for co-
ordinating State and Federal taxes as a step toward State tax revision
for the relief of farmers and home owners.
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Farm-tax reduction through reorganization of rural local government
is an important possibility. Results of the department’s first efforts to
appraise the significance of this possibility in certain localities will be-
come available shortly. A comprehensive programr for farm-tax reduction
must reduce waste, ineffectiveness, and duplication in local governmental
units.

Emphasizing the practical value of agricultural research,
the Secretary gives several hundred examples of recent scien-
tific achievement in the Department, and indicates their
commercial application. Plant breeding experiments de-
veloped a sugar beet resistant to the curly-top disease;
strains of tobacco resistant to black root rot; early maturing
rice varieties: rust resistant wheats; and oats resistant to oat
smut. Plant disease studies showed how to combat celery
mosaie; cabbage yellows; downy mildew on hops; bacterial
wilt of corn; and seed-borne diseases of beans.

Secretary Hyde describes some successful plant introdue-
tions by the Department. As to this, it is stated:

These are developing non-competitive crops in the United States. One
promising recent introduction is an early ripening strain of the Satsuma
orange. Tung. oil trees imported from China are growing well in Florida
and the Gulf Coast region. Cotton of Egyptian varieties, grown in
Arizona, is meeting increasing demand by the manufacturers of automo-
bile and truck tire casings. In recent years the department has intro-
duced date varieties which promise to be suitable for southern Texas and
for home gardens.

The Secretary reports also numerous reults bearing on the
improvement of quality in farm products, particularly meats
and dairy products. New high quality lettuce varieties
introduced into California have also, says the Secretary,
exceptional disease resistant characteristics.

Agricultural research, the Secretary declares, is more
necessary to farmers in bad times than in good, because it
helps them to reduce their costs. He brands as a fallacy
the notion that agricultural research is not required at present
because it tends to aggravate the surplus problem. Dis-
carding science, he says, would mean letting pests and dis-
eases take the crops. This would reduce production and
might raise prices; but it would raise costs so much more that
the farmers would not benefit. When farmers need to reduce
their production, the report says, they should economize on
land and labor, not in the use of improved practices. Far
from aggravating the surplus problem, scientific methods
point the way to its solution by making production more
dependable and therefore more easily controlled, the Secre-
tary says.

Secretary Hyde says the projects undertaken by the com-
mittees appointed a year ago following a national conference
on land utilization “give promise that we shall replace this
country’s traditional policy of planless agricultural develop-
ment with a comprehensive and thoroughly integrated
program of land utilization.”” It is added:

“This program envisages better economic utilization of land resources,
control of erosion, far sighted provision for future timber and public
recreation needs, preservation of wild life, the gradual diversion to other
purposes of land submarginal for farming, guidance of proper enterprises
in land settlement, and adjustments in local taxation and expenditures.
The task will be long and tedious, but a beginning has been made.

Already a number of States are developing State land use programs and
are co-ordinating them with the National program.’”

- ——————

New Legislation Limiting Grain Futures Trading
Urged in Annual Report of J. W. T. Duvel, Chief
of Grain Futures Administration.

Additional restrictions on trade in grain futures to provide

“reasonable limitations” on the daily volume of trading and-

open commitments of large professional speculators, are
recommended in the annual report of the Grain Futures Ad-
ministration, Department of Agriculture, made public Deec. 5.
Supplementing his annual report, Dr. J. W. T\ Duvel, Chief
of the Grain Futures Administration, stated orally, accord-
ing to the “United States Daily” of Dec. 6, that during about
90% of the time in the last 27 months the large traders on
the Chicago grain exchange have been on the short side of
the market, much of the time heavily short, and prices have
been low during the entire period. The “Daily” went on
to say:

At one time, he said, two of these big traders, whose operations are
defended on the ground that they absorb hedging sales, were short 26,000,000
bushels. A condition which prevailed in July 1931, when the large
traders were heavily short and a single trader was short more than
5,000,000 bushels, is not unusual, Dr. Duvel said. These short inter-
ests often make up a large percentage of the total open commitments
on the exchanges, he added, the combined short interests of big foreign
and domestic traders in one recent month having been about 27% of
the total open commitments,

The persistent short position of the large traders, Dr. Duvel explained,
leaves the absorption of hedging pressure to the smaller traders, although
the opeations of large speculators are usually defended on the contention
that they provide a market for sales by hedgers.

The recommendation for further restrictions on the exchanges does not
necessarily conflict with the recent action of the Secretary of Agriculture,
Arthur M. Hyde, in removing the regulations requiring futures markets to
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report daily to the Adwministration on market transactions, Dr. Duvel
said, although the annual report was made up before the Secretary took this
action on Oct. 22. The daily reports formed a large part of the basis on
which the grain exchanges were regulated, Dr. Duvel explained.

Dr. Duvel suggested that Congress might place a limitation of 2,000,000
bushels on the trade of any one dealer for any one day to prevent undue
short sales to depress prices. If this limit were imposed legally, he pointed
out, the Administration could take action against any trader violating it.
Violations could be ascertained by exanrination of the books of the grain
exchanges without the medium of daily reports on the market transactions,
tie explained.

“During the year just ehded, as in the preceding year,” Mr. Duvel said
in his annual report, “the large speculative traders operated principally
upon the short side of the wheat market. A study of the holdings and com-
mitments of the large speculators in Chicago wheat figures (those having an
open interest of at least 500,000 bushels in a single future on any one day),
during the period from July 1 1931 to March 31 1932, disclosed that these
large speculators, considered as a group, maintained an average net position
of 3,432,000 bushels short during the entire 223 trading-day period.

“On only 30 of the 223 days was the large speculative group net long, and
the largest net long position attained on any one day aggregated but
3,175,000 bushels contrasted with a maximum net short position of
11,060,000 bushels.

Trading Methods.

“Trading methods of large speculators and the effect upon prices of the
pressure of short selling by a few large traders are well illustrated by the
short-selling operations which accompanied the price decline in May wheat
during March 1932, when the price of the May future fell from a high of
62%ec. a bushel on March 7 to a low of 52c. on March 28, a decline of 103&c.
The records disclose that near the close of February the net position of the
large speculative accounts was practically even, that is, the large speculative
short accounts were virtually offset by the large speculative long accounts.

“In March, however, the short sellers became more active, and the large
speculative accounts reached a maximum (for the month) of 8,950,000
bushels net short. - Of the 13 large speculative accounts open when this
peak net short position was attained, 10 were net short and three were
net long. There were eight speculative accounts each of which at some
time during March had net open commitments in excess of 1,000,000
bushels, and, with one exception, all of these were short accounts.

Need for Restrictions.

“It is fundamental that grain-futures price quotations, upon which cash-
grain prices are based, should at all times truly reflect supply and demand
conditions with respect to actual grain if the futures market is to perform
efficiently its legitimate economic functions. Obviously, this result cannot
be achieved if large professional operators are permitted to trade for
purely speculative purposes in inordinate amounts which it is impossible for
the market readily to absorb. The Administration again stresses the
need of supplementary legislation providing for the imposition of reasonable
limitations upon the daily volume of trading and open commitments of large
professional speculators.

““Such limitations would tend to prevent the recurrence of a recorded situa-
tion wherein an individual speculator held approximately 14% of the
aggregate open commitments in a major wheat future on the world’s largest
grain futures market, and whose trades on a single day constitute 16.5% of
the total daily volume of trading in the future. Substantial benefit to
producers and consumers and to all using the futures market for proper
purposes should result from the elimination of the economic evils incident
to markft domination by a few powerful operators trading for speculative
account.”

———————

Recommendations for Legislation by Federal Farm
Board in Special Report to Congress—Would
Modify Stabilization Sections of Agricultural Mar-
keting Act to Provide Means of “Elevating” Re-
turns to Farmers—Five-Point Relief Program Pro-
posed—Allotment Aid Plan Favored—Loss of
$360,000,000 from Revolving Fund Shown.

Supplementing its third annual report to Congress, the
Federal Farm Board on Dee. 7 presented a special report to
Congress on recommendations for legislation. The Board
recommends the modification of the stabilization sections
of the Agricultural Marketing Act, “so as to provide some
means of elevating the returns of farmers from the produe-
tion of exportable farm produects.” In Associated Press
dispatches from Washington Dec. 7 it was noted that along
with the legislative recommendations, the Board trans-
mitted to Congress its annual report, which laid down a five-
fold program for boosting the agricultural income. The
dispatches added:

It advocated a general reduction in international trade barriers and re-
adjustment of agricultural debts by agreement among debtors and creditors.

Holding that the present low prices of farm products must in general be
ascribed to other causes than heavy surpluses, the Board said any remedial
plan should include:

‘1. Hastening business recovery in the United States, thereby increas-
ing returns from products sold in the domestic market,

2. Steps to initiate recovery in international trade, thereby strength-
ening foreign demand for export products.

“3. Readjustment of taxes, interest and principal payments, freight
rates and other fixed charges which enter into the farmer’s expenses and
now abnormally depress the share which he receives of the final retail price.

“4. Further strengthening and expanding of co-operative organization
to reduce the expenses of marketing and increase the producer's share of
the consumer’s dollar.

“5. Efforts through co-operative marketing associations or in other
ways, to secure a better adjustment between the quantities produced and
the needs of the market.”

The Washington correspondent of the New York ‘‘Journal
of Commerce,” stating that the Board’s recommendations
for new farm relief legislation embody the principles of the
domestic allotment plan expounded by President-elect
Roosevelt in his new deal for agriculture, said in part:

This swing of the Board to the new farm relief program was held by agri-
cultural leaders here to completely overshadow the revelation that around
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$360,000,000 has been lost from the original $500,000,000 revolving fund set
up under the Agricultural Marketing Act.

The Board's recommendations held that action should be taken in such a
Way as to ‘‘pay the costs, if any, on a continuous and self-sustaining basis,
and to provide an effective system for regulating acreage or quantities sold,
or both.” This would provide a means of working toward income eleva-
tions as an alternative to the mere price stabilization for which the Act now
provides, it was explained.

No Form Specified.

These restrictions coincide in many respects with the conditions described
by Mr. Roosevelt in his speech at Topeka, Kan. Although the specific
form of such legislation was not set forth in the Board’s recommendation,
high officials there pointed out that both the domestic allotment plan and
the equalization fee come within the restrictions described. Both are held to
make the tariff effective on the portion of the wheat and cotton crops
consumed in this country and carry safeguards increasing production.

The export debenture plan offered in past sessions of Congress as a means
of solving the farmers’ problems is definitely shut out by the Board's re-
strictions.

The financial position of the Board at the present time shows net assets
of $140,000,000 when all outstanding loans are appraised on a conserva-
tive basis, it was stated. This amount is left after deducting all losses on
account of stabilization operations, and setting aside liberal reserves against
possible losses on loans now outstanding to co-operative associations, the
Board explained.

Losses on stabilization operations were estimated in the report to total
$239,051,000, and were based on wheat and cotton prices of June 30 1932.
Loss on the activities in wheat were placed at approximately $154,000,000,
and although a final report must await disposition of 96,000,000 bushels
still left on hand, and coffee stocks from a trade with Brazil, it was held that
the final loss will not be greatly different from this preliminary figure.
Cotton losses were placed at $85,051,477, the report explaining that since
July prices have climbed with sales of around 300,000 bales at these higher
quotations.

Cotton Co-operatives Lose $62,934,211.

Co-operatives’ losses on 1,825,202 bales of cotton withheld in stabiliza-
tion efforts, in which $70,433,000 of Farm Board money is involved, were
estimated to total $62,934,211.

The Board defended these losses, stating they were offset by the gains
to farmers from stabilization operations ‘‘of approximately the same
dimensions." y

The Board’s special report setting out its recommendations
follows:

RECOMMENDATIONS FOR LEGISLATION.

The Agricultural Marketing Act directs the Federal Farm Board to re-
port to Congress ‘‘upon any . matter relating to the better effectua-
tion of the policy declared in Section 1, including recommendations for
legislation.”” The experience in administering this Act over the past three
years provides a basis for laying before the Congress the following recom-
mendations for legislation:

1. Modify the stabilization sections of the Agricultural Marketing Act
80 as to provide some means of elevating the returns to farmers from the
production of exportable farm products, in such a way as (a) to pay the
costs, if any, on a continuous and self-sustaining basis; and (b) to provide
an effective system for regulating acreage or quantities sold, or both.
This would provide a means of working toward income elevation as an alter-
native to the mere price stabilization for which the Act now provides.
The Board does not recommend the specific form such legislation should
take, but states these essential conditions it should cover.

2. Define the powers of the Board with respect to loans to co-operatives
80 that it would be definitely authorized to make loans to co-operative
associations engaged in purchasing equipment and materials for farm pro-
duction.

3. Place the Board's co-operative financing operations and service to
co-operatives on an adequate basis by restoring to the revolving fund suf-
ficient funds, in addition to the present value of the moneys already on
loan to co-operatives, to restore the Board's ability to properly finance
the development of farmers’ co-operative associations with funds for co-
operative use definitely ear-marked and set apart from portions of the re-
volving fund subject to other demands; and by authorizing the Board to
compromise claims against debtor associations where necessary in its judg-
ment to carry out the policy laid down in Section 1.

The reasons for these recommendations are more fully set forth in the
discussion which follows:

1. PROVISION OF ADDITIONAL LEGISLATION FOR INCREASING
FARM INCOMES.

The Agricultural Marketing Act was written during a period of unprece-
dented industrial prosperity, with agriculture lagging behind. It was hoped
that more effective co-operation in marketing would help correct this dis-
parity. In addition, the Marketing Act provided for stabilization opera-
tions “‘to prevent surpluses from causing undue and excessive
fluctuations or depressions in prices. .'*  Stabilization was not in-
tended to elevate the general level of prices; it merely provided a means of
carrying part of the supply over from periods of surplus to periods of deficit.
This could secure higher prices in the surplus periods only at the cost of
lower prices in deficit periods. The ability of stabilization to do this in
normal times has never been tested; there have been no normal times since
July, 1929. Even under conditions of prosperity, stabilization could not
raise the general level of farm prices; it could merely even them out; that is,
“‘stabilize” them.

The present low incomes of farmers are due primarily to drastic shrinkages
in the incomes of consumers here and abroad. Reduction of unemploy-
ment, restoration of the purchasing power of consumers, and the reduction
of restrictions on international trade, are therefore essential steps to im-
provement of farm incomes. The piling up of excess stocks of commodities
has also been an important factor in depressing prices of many farm products;
reduction of these surpluses would aid farmers in obtaining a fairer share
even of present income. So would reductions in fixed costs, such as interest
payments, freight charges, commissions, and taxes.*

In the face of the drastic reductions in prices and income in 1929 and 1930,
the Board used its stabilization powers to protect the position of farmers.
It was the only weapon available for immediate use. Wheat and cotton,
sold on world markets, were affected by the depression more quickly and
more severely than any other major farm product. Stabilization opera-
tions moderated the price declines, and held incomes of wheat and cotton
farmers more than 300 million dollars above what they would otherwise
have been. But stabilization could give only temporary relief in the face
of a continuous excess of production above consumption and continuing
declines in demand. Supplies could not be accumulated indefinitely; the
funds provided by Congress had not been intended to cope with any such
world-wide catastrophe.

# Possibilities in these and other parallel directions are discussed in the
Farm Board’s Third Annual Report, pages 85 to 88.

Financial Chronicle

Dec. 10 1932

Disposal of the accumulated stabilization stocks began in 1931. Sales
were carried on in such a way as to support domestic prices as far as possible.
The bulk of the accumulated wheat supplies have already been disposed of,
largely to foreign customers, while prices for the 1931 wheat crop were
maintained well above their usual relation to prices on world markets.
Although not intended to cope with such an emergency, stabilization did
serve as a shield to farmers over the long price decline of the last three
years.

One of the present needs is not to stabilize the variations in farm prices,
but to raise their general level up to the average level of other commodities.
To help raise the level of farm incomes, devices other than stabilization are
required. In the light of the experience with stabilization over the past
three years, the Board recommends that any new legislation be based on
the following two principles, which have been demonstrated by experience
to be essential for effective relief:

(1) Prices cannot be raised unless some one pays the cost, The new plan
must be self-sustaining, with a continuous method of covering the costs.
Prices of other products are now 40% above the prices at which farm prod-
ucts are selling. If the new method raised prices to domestic consumers to
the level of prices of other commodities, that would not be giving farmers
an unfair advantage.

(2) Prices cannot be kept at fair levels unless production is adjusted to
meet market demands. Many farm products are now being produced in
quantities in excess of those which the market will take. Higher prices,
without regulation of production, would stimulate still more overproduc-
tion. Any method which provided higher prices and did not include effec-
tive regulation of acreage or of quantities sold, or both, would tend to in-
crease the present surpluses and soon break down as a result. To be of
lasting help, any plan must provide a system of effective regulation, so
that our millions of farmers can plan and adjust their production on a
dependable basis, instead of competing blindly with each other,

The need for production regulation in any workable plan is clearly indi-
cated by the facts as to stocks of non-perishable commodities. Fven before
the depression began, stocks of wheat and cotton had begun to reach exces-
sive proportions. 1In July 1929 carryover of old wheat in the United States
was 247 million bushels, as compared with previous average carryovers of
about 100 million; carryover of flue-cured tobacco was nearly 600 million
pounds, as compared with an average of about 450 million, Stocks of these
commodities in the United States increased further until in July 1932 they
were 363 million bushels, and 745 million pounds, respectively. while cotton
stocks increased from a normal carryover of under 3 million bales to 9 million
in 1932. Regulation of production is needed, first, to work down the ex-
cessive stocks already accumulated: and second, to prevent a reappearance
of the excessive production which was already depressing the prices of farm
products long before the general economic depression began.

2. EXTENSION OF THE CO-OPERATIVE LOAN POWERS.

Definitely Authorize the Board to Make Loans to Associations Engaged in the
Co-operatire Purchase of Equipment and Materials Jor Farm Production.

The wholesale and retail distribution of supplies for farm production is
characterized in many cases by extensive and inefficient duplication of
facilities and services, wasteful credit and other Practices, and resulting
wide margins and high costs. Co-operative associations buying supplies
for their members, and securing the advantages of mass purchasing and
handling and low credit losses, have made many outstanding successes in
reducing the expenses of farmers. These experiences have shown that
co-operation can be effective in helping farmers reduce their paymeats for
materials for production just as well as in increasing their income from the
sale of that production.

Many co-operatives have found that they can conduct their activities
more effectively by the creation of independent but allied associations to-
engage solely in the purchase of equipment and supplies for members. Under
the Marketing Act, the Board has no definite authority to recognize such
associations or to make loans to them, although under the earlier Co-oper-
ative Marketing Act, which the Board also administers, the Division of
Co-operative Marketing was directed to study and assist purchasing asso-
ciations as well as selling ones. To clarify this situation, it is recommeaded
that the Agricultutal Marketing Act be amended to extend to purchasing
associations all the benefits which marketing associations are now entitled
to receive.

3. PLACE THE BOARD'S SERVICES TO CO-OPERATIVES, FINAN-
CIAL AND OTHERWISE, ON A PERMANENT AND SELF-
SUSTAINING BASIS.

A. Propide Additional Funds for Loans to Co-operatives.

The financial position of the Board's revolving fund, at the present time,
shows net assets of $140,000,000 when all outstandin. loans are appraised
on a conservative basis. Except for the necessity of setting aside $43,000,-
000 to cover the Board's equity in wheat and cotton turned over to the Red
Cross, the present value of the revolving fund would be $183,000,000.
These amounts are left after deducting all losses on accouns of stabilization
operations and setting aside liberal reserves against possible losses on loans
now outstanding to co-operative associations,

Although the revolving fund I8 in strong condition so far as toval assets
are concerned, the Board is by no means able to meet, from its present re-
sources, all the worthy requests of co-operatives which are placed before it.
Pact of its assets are still tied up in stabilization stocks, and will not be re-
turned until those operations are liquidated; while the transfers to the Red
Cross have required it to keep large sums of cash in the Treasury, for the
temporary financing of these withdrawals,

The Board has had frequent appeals for help for providing working capital *
and for financing merchandizing operations, and for other purposes, so as to
enable associations to perform the maximum of service to their members
at the minimum of cost. The credit stringency of recent months, which
is still in evidence, has stimulated the demand for such loans. The in-
creasing limitation on the Board’s lending powers has been so severe that
in spite of the growing need for its secvices, its advances issued to co-oper-
atives fell from over 154 million dollars in the 1930 31 fiscal year to 101 mil-
lion in the past fiscal year. At the present time new loans can be made only
as fast as old loans are repaid; and even then, part of those repayments
must be set aside temporarily as a reserve against the possible costs of the
transfers to the Red Cross, which later will be recovered from the Treasury
in part at least. (a)

If the power of the Board to finance co-operatives is to be restored, either
additional funds must be added to the revolving fund for the express use
of co-operatives, or the Board must be given power to borrow funds on its
own bonds or debentures.

B. Authorize the Board to Compromise Claims Against Debtor Associations,
Where in Its Judgment Such Action Is Necessary in the Public Interest.

Certain bad debts will occur in the conduct of any financial enterprise
extending loans to many concerns. Congress has already recognized that
where persons owing the Government for taxes are unable to pay the full

potthor full discussion, see pages 81 to 84 of the Board's Third Annual Re-
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amount, it is better to accept what can be collected: and has authorized
the Secretary of the Treasury to compromise cases arising under the internal
revenue laws (R.S.8.3229), 26, U.S.C.A. Sec. 158, and other provisions
covering the operations of the Treasury Department.

Certain of the loans from the revolving fund to cotton co-operatives,
though not made for such a purpose, have been helpful in stabilizing cotton
prices.(b) The long-continued decline in the value of the commodity
has carried prices far below the amount which the association had already
advanced to its farmer-members from funds borrowed from the Board.
Co-operatives handling wool, mohair, grapes and raisins, beans, and some
other less important commodities have been confronted with similar situa-
tions, although the sums involved were far less. In the face of weakened
demand and semi-demoralized markets, the Board has generally refrained
in such cases from calling loans and forcing the sale of the commodities,
for that would have dumped the remaining stocks on a market which was
not prepared to absorb it, and thereby would have hurt all producers of
the product. It would have bankrupted the associations and destroyed,
through no fault of the farmer-members, all the progress toward a farmer-
owned marketing system they had made over a period of years. The
maintenance of these stocks in the hands of the co-operatives has helped to
support the market for all producers, whether members of the association
or not. For that reason it is only just that the losses due to these holding
operations should be absorbed by the revolving fund to the Board, rather
than charged against the assets of the individual associations involved.
Now that the depression seems vo have reached rock-bottom, and siow im-
provement appears likely in the future, it wilt be possible to liquidate these
stocks gradually without destroying markets. This can be done, however,
only if the Board is given power to compromise the claims against the co-
operatives at what they can manage to pay, instead of being left to collect
the same or smaller amounts by the unsatisfactory method of forcing the
association into bankruptcy in order to clear up the situation. The pro-
posed adjustment of the loans will enable the Board to preserve intact all
worth-while elements in the existing farmer-owned co-operative sales sys-
tem, in spite of the grave economic difficulties of the past three years.

Removal of the dead weight of old debts from the backs of some of the
co-operative selling organizations will free the whole co-operative move-
ment for active, vigorous service in the new period of reconstruction and
gradual recovery which appears to be ahead.

It is therefore recommended that the Board be authorized to compromise
claims, with the requirement that each annual report shall carry a full and
detailed statement of the loans so adjusted, and a summary of the reasons
for action in each case.

b For full discussion see the Board's Second Annual Report, pages 51 to
54, and Third Anuual Report, pages 73 to 81.

———

Federal Power Commission in Annual Report Urges
Enlarged Powers Over Public Utility Companies.
A broad expansion of its regulatory authority over publie

utility companies was recommended to Congress on Nov. 27

by the Power Commission in its annual report. The Com-

m.ission urged that it be authorized to require concerns
with Federal licenses, including holding companies, to

submit any information desired as an aid to their supervision.
A memorandum issued by the Power Commission regarding
the proposals in its annual report says:

The suggested authorization of a broader investigative power follows
the language of the Inter-State Commerce Act and of the Act establishing
the Federal Trade Commission, both of which have received judicial
sanction and approval. A larger power of investigation is necessary for
this Commission in the administration of the terms of the Act as at present
written, especially with regard to the determination of actual legitimate
cost and net investment.

From Associated Press accounts from Washington Nov. 27
we quote:

‘While the recommendations had to do only with Federal licenses—those
operating on public land or navigable streams—the Commission gave
notice that a program for general regulation was being held in abeyance
pending investigations in that field by Senate and House committees.

“It is convinced, however,” the Commission said, “that the public

interest requires the early vesting of authority in the Federal Government .

to control, so far as it may be determined to be within its jurisdiction, the
regulation both of electricity in inter-State commerce and of the holding
company in the power industry.'

What extent this control would take, George Otis Smith, Chairman of
the Commission, explained, would depend on Congressional action. Reports
by the Congressional committees making the studies may be made at the
forthcoming session.

‘While the failure of the Insull companies had nothing to do with the
recommendations, Mr. Smith said, the authority desired “‘would have a
tendency to prevent such things in the future.’”

Explaining that “any theory of Federal regulation of the holding company
should be considered with two fundamental purposes in view,” the Com-
mission listed them as:

““First, regulation of the holding company In relation to the operating
company and through the operating company to the consumer of electrical
energy, and, second, regulation of the holding company in relation to the
Investing public, which is principally interested in the securities of such
holding company."

“Any draft of holding company legislation,” the report continued,
“‘must incorporate three major provisions:

‘‘First, a declaration of jurisdiction.

“Second, a declaration concerning evidence of control and the burden
of proof.

“Third, a grant of authority to acquire complete information upon

which such regulation and control can be predicated.”

“The vital and essential prerequisite to any exercise of authority over
either holding companies or utilities engaged in inter-State commerce," the
Commission said, *'is the acquisition of the knowledge of company affairs
upon which intelligent action toward regulation may be had.

“This information once available, the regulatory body, whether Federal
or State, is equipped to act. It is in this field that the Federal Commission
is in better position to act, for both legal and practical reasons.”

The Commission recommended amending the Water Power Act to provide
that the net investment in licensee companies be examined as to their
“prudence,” as well as to whether they are ‘‘legitimate.” The examination
is made to determine the value of the companies for possible recapture
purposes.
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Recurring Periods of Unemployment Viewed As
Indictment of Our Civilization in Annual Report
of Secretary of Labor Doak—New Industrial
Concept Demanded—Entry of Immigrants Smallest
in Over 100 Years.

Stating that the “recurring periods of unemployment seem
to me to be an indictment of our civilization,” Secretary of
Labor Doak, in his annual report made public Dec. 5, adds
that “a new industrial concept appears to be demanded, one
which will make such times as we have been passing through
impossible or exceedingly rare in the future.” The report
adds:

The wage earner should be safeguarded, and whether this will be brought
about by a reduced work week with a consequent spread of employment,
accompanied by some universal system of employment insurance, or other-
wise, is an immediate problem, but there is every reason to believe that
the solving and removal of these recurring cycles of unemployment will
not be impossible to an enlightened and aroused nation, one which possesses
all the elements and requisites for the proper support and general well-
being of its people.

From the report we also quote as follows:

In submitting to the Congress of the United States the twentieth annual
report of the Secretary of Labor, the second of my administration, it should
be said at the outset that in the fiscal year ended June 30 1932 the efforts
of the department, in the face of economic trials, have been directed,
primarily, to preserving the opportunities for work that remain to our
citizens, native and foreign born, and to extend these opportunities whenever
and wherever it was possible so to do.

As a companion to this purpose there has been a sustained effort to
advance the improvement of working conditions in all kinds of employ-
ment, but especially and necessarily with regard to women and children.

The work of gathering data as to working conditions, wage scales, and
living costs was continued and pressed with one high view—the maintenance
of the wage scale wherever possible so that the wage earners might conform
to the American standard of living. It is hardly necessary to say, I
think, that all these activities are one with the main purpose of the
Department of Labor, as expressed in the legislative Act which brought it
into existence. It can be said that the department has not deviated in
thought or in action from the fixed purpose of fostering, promoting, and
developing the general welfare of the wage earners of the United States;
and this, of course, includes the improvement of their working conditions
and the multiplying of their opportunities for gainful employment.

It is plain that the condition in which the wage earner finds himself
affects favorably or unfavorably all the elements of our population, some
of them being affected more mmterially than others.

Wage earners and their families are the chief buying power of the land.
It follows necessarily that with the great numbers now unemployed, the
purchasing power of our people has been drastically curtailed, thus
checking the flow of the streams into the channels of trade, reducing the
products of manufacturers and the consumption of the products of the farm.

Rents have decreased, values of properties have been affected, and divi-
dends and interest rates have been lowered appreciably. The wage earner,
however, has been and is suffered more than others because depression’s
weight falls first upon him.

The finding of means to better this condition is taxing the minds of all
our people and the energies of our nation. The National Government has
bent itself to the work of aiding in every way possible the saving of working
opportunities and their multiplication. It has advocated and adopted every
plan which seems to hold encouragement.

The Federal Government is expanding, judiciously, its powers in a way
that it never before has done in times of peace. It is extending credit to
financial institutions, to railroad systems, and to other essential activities.
It has been alert to extend aid to the agricultural interests and to create
employnrent by a broad program of construction of public buildings, and
by the allotment of funds for self-sustaining projects, both municipal and
private, it has provided work that otherwise could not be attempted in
these times.

The purpose behind all of these efforts and assistance is so to advance
the interests of the people that employment can be stimulated and made
secure and that the homes and the superior advantages of the American
citizenry be maintained.

Our country is more completely self-sustaining than any of the other
large nations, and the home market for our products is the greatest that any
country can boast. I feel it can be said to-day that there are many
indications that because of this comparatively favorable condition there
soon will be a more marked improvemrent in the manufacturing industry,
and if this is steady and maintained, employment will be accelerated. It
really has been increased materially within the past few months.

The specter of fear, however, still hangs over the country, and thus
far it has retarded the quickening return of better times and conditions,
which, of course, would mean the supplying of increased employment.
Inventories of goods and merchandise show decreased stocks and it seems
that replenishment cannot be much longer delayed. There is, then, a
common interest and inducement to endeavor in every way to accelerate
the return to better conditions. No industry in our country can prosper
while another is depressed.

This is the task confronting the nation to-day, and the Department of
Labor is dedicated to this purpose of smoothing the way for the comring of
better times and of arresting efforts that might add to the troubles of
the present situation.

Regarding the immigration movement the report says:

The Bureau of Immigration is numerically the largest in the Depart-
ment, considered in conmection with its field service, and is the bulwark
of the country in the protection afforded to the wage earners and salaried
c}assos by its intelligent and strict but humane enforcement of the immigra-
tion laws, particularly the admitting, excluding, and expelling clauses.
The laws are most diverse and complex and need simplification and codifica-
tior.nz but as the Supreme Court said a few years ago, the history of the
legislation in recent years points clearly to the conclusion that one of its
great purposes was to protect American labor against the influx of foreign
workers, This purpose is served in many ways: By the provisions denying
admission to the mentally or physically diseased aliens, the morally unfit,
the illiterates, those who would not likely be self-supporting, the crimi-
nally inclined, the natives of certain parts of the world whose radically
lower living standards would undermine wage scales, and by numerous
other provisions. However, the greatest protection in these times against
the influx of untold numbers is the numerical restriction imposed by the
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Immigration Act of 1924 on immigration from most of the countries of
the world, and the administrative enforcement by consular officers abroad,
in conformity with the wise and far-seeing orders of the President, of that
provision of the 1917 Act relating to persons who would be likely to become
public charges if permitted to migrate to our country in these uncertain
times.

It is bewildering to contemplate the additional strain that would have
been imposed upon our condition and resources in the past few years if
general immigration had not been drastically curtailed; if hundreds of
thousands had been permitted to enter yearly as in the past. As it is,
the smallest number of immigrants fn over 100 years gained entry in the
past fiscal year, or 35,576, a drop of over 64% from the preceding year’s
figure of 97,139, and even of the 35,576 a fair proportion were the alien
wives and unmarried children under 21 of American citizens, whose support
is practically assured, and money for which will now be expended in our
own country. Going back no further than the first fiscal year of the
present Quota Act, ending June 30 1925, it is found that 294,314 were then
admitted, so that in comparison only one in eight secured admission last
year. In the 1930 fiscal year, the first full one of the present economic
depression, 241,700 newcomers for permanent residence were recorded, or
more than six times the admissions in that classification in the past 12
months.

To illustrate what was happening in the days of the wide-open policy
concerning immigration, the admissions just 25 years ago might be cited as
an example. In that year the new permanent arrivals reached the highest
figure in the history of the country, 1,285,349, more than 36 times the
similar admissions in the present period; while even as late as 1914 the
immigrants exceeded 1,000,000. It needs no extended comment to demon-
strate that the present restrictive laws, with their adequate and proper
enforcement, have accomplished the purpose expressed so aptly and concisely
by the Supreme Court, before referred to, and have given the economic
protection so absolutely necessary in these timres, in the conservation of the
restricted employment opportunities for our own citizens and the aliens in
the country who have passed successfully the tests for lawful admission.

Means and measures additional to the excluding provisions are, however,
necessary properly to insure that the country shall have that measure of
protection from unfair competition that is required. These means comprise
the active and intelligent efforts of the border patrol service along the
northern and southern boundaries and on some part of our seacoast to
prevent the illegal entries of aliens through our back doors who cannot
secure the requisite documents for legal admission, or who have no desire
or purpose to attempt to secure them. Then, as a further line of defense,
there is the constant investigation and inquiry to determine the presence
in the country of those who have not the legal right to remain, with the
consequent removal, if possible.

It may be said, however, that mature consideration of our condition leads
me to believe that the country will not likely again be in a condition to
absorb successfully a similarly vast number of aliens as were allowed to
enter until a few years ago. I believe that in the development of our
resources and the natural increase of the present population we bave
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approached or reached the stage when the facilities and opportunities of
employment will not exceed our supply of workers at home. It is logical
then to refer at this point to former recommendations of the department
that our immigration policy should be revised to provide that no new and
unattached immigrants coming for the avowed purpose of seeking work shall
be admitted unless it has been previously determined by the Department
that there is an actual need for the kind of service they are qualified to
render. Such a policy, excepting the wives, husbands, children, and aged
parents of citizens and lawfully resident aliens, and possibly professional
classes, would restrict and reduce general immigration from all countries
to the demonstrated requirements of the United States at a given time; and
under such a suggested system this Department would determine in advance
the necessity for the importation of aliens of a certain trade or calling,
whose services were said to be needed, and if the representations were found
to be valid, the consuls would then be advised so that applications could be
invited from aliens who would meet these requirements. This would seem
to be a scientific system of immigration, would redound to the best inter-
ests of the country in the future, and would be comparable in principle to the
free entry under the customs laws of articles of foreign manufacture which
do not enter into competition with our own industrial products.

In conclusion the report says in part:

To no other branch of the Government are the unfortunate conditions of
unemployment so fully and intimately known, and it is this Department
which keeps its hand on the pulse of developments in matters particularly
affecting the labor of men, women and children of the country. There are
indications that employment opportunities will increase in the next few
months as the remedial measures provided by Congress and the Administra-
tion begin to have their natural and expected effect. The reports of the
various Bureaus, in addition to the foregoing pages, will provide in detailed
form a knowledge of the problems confronted and still being studied for
ameliorating results.

Aside from the abnormal amount of unemployment occasioned by the
financial and economic depression, a matter of grave concern, which has
been referred to before in this report, is the ability of many of our major
industries to*produce in much less time than a year more goods and
products than the purchasing power of the country can absorb; which, of
course, occasions a vast amount of part-time employment. This situation
will remain, even when normal conditions return, unless and until we are
able to devise a solution or adjustment of the attendant problems ; such as
the absorption of the surplus of commodities or a decrease in production
commensurate with the country’s demands; with either the employment of
released labor elsewhere or reduced hours or days of work so as to spread
employment over a greater number of workers. The development of markets.
the easier and cheaper distribution of our products, the maintenance of
wages at scales which will permvit and induce purchases beyond actual needs
of subsistence and housing will all assuage this condition. The necessity con-
fronts the country to solve these problems with as little delay as possible,
a8 it is a truism that a high standard of wages is necessary for a resumption
of commodity purchases on a large scale—hat we vitally need.

l
” Indications of Business Activity

THE STATE OF TRADE—COMMERCIAL EPITOME.
Friday Night, Dec. 9, 1932.

Holiday buying helps to swell the volume of retail trade
which is also helped in a measure by colder weather all
over the country. This came after a period of abnormally
high temperatures which had an unfavorable effect on
trade in heavy clothing and other winter goods. Some
reports express the opinion that holiday business may fully
equal that of last year if not exceed it. In many cases
wholesale and jobbing trade lags as usual at this season
of the year, but re-orders for immediate delivery have aided
some branches. Low prices still prevail and where retail
business makes a pretty good showing in volume the dollar
value shows a marked falling off as compared witn last
year. Business as a whole has been just about holding its
own. The food price index shows a drop of 5 points. Auto-
mobile output increased from 10,795 units to 11,158, and
heavy construction projects totaled $28,6904,000, against
$19,327,000 in the previous week. Car loadings show a
smaller falling off than at this time in the last two years.
Coal production is at a relatively high level. Inventories
in many cases are unusually low. In New York this is
particularly noticeable and hac occasioned considerable
hand to mouth buying both by manufacturers and merchants
in wholesale and jobbing lines. Recent railroad reports
show that individual roads in some cases have made an
unexpectedly good showing and bank clearings have scored
a sharp advance. Collections are still slow and recent
failures show a slight increase. Taken by sections of the
country general trade is reported as quiet in New England,
in fact not quite up to the seasonal average except in depart-
ment stores where there is about the usual volume for this
time of the year, though individual purchases are reported
smaller than normal, mostly of relatively cheap goods.
Unseasonably warm weather has had a somewhat adverse
effect on New York trade and Chicago at one time com-
plained of the same thing.

In the Northwest, trade for a time was also unfavorably
affected by unseasonably high temperatures. It was hard
for both wholesale end retail business The sales of flour
were only about 50% of the mills’ eapaeity. At St. Louis

carloadings were about equal fo those of last year and
holiday business has increased among the department stores.
In Philadelphia, in the holiday department, the demand
is mostly for low-priced goods and in other lines trade
is slackening after three months of better conditions. There

‘is a good demand there for machinery and winter building

of large structures makes a relatively good showing. The
Cleveland distriet reported an improved trade in some
cases, but a decrease in others. Several Ohio coal mines
have resumed operations, railroad hands as well as miners
returning to work; larger payrolls have helped trade among
department stores. In parts of the South trade has been
rather better than expected. .

Atlanta, Ga., reported trade gains in Georgia, Alabama
and Tennessee. In Atlanta a rise in cotton textiles was
cheering and building permits and the production of electric
power also increased; also that of pig iron and coal in Alabama
and Tennessee. California recently had very beneficial rains
for farmers and power companies. Since the national elec-
tion hops have advanced in San Francisco more than 100%;
flour is up 10c. a barrel there, but the rains caused a decline
in the price of dairy products after a previous sharp rise. A
firm and advancing stock market together with greater ac-
tivity in bonds at rising prices has been an encouraging
factor. During the past week it appears to have chosen to
ignore, for the time being, war debt developments and to
have concentrated its attention on the governmental program
for balancing the budget and the institution of drastic
economies.

Wheat has been irregular but in the main steady in antici-
pation of the enactment of the allotment plan into law. Cash
wheat has been firm with remarkably small receipts at
Chicago reflecting the discontent of the farmer with present
prices for wheat, corn and oats. Some elevators are already
closing down. Corn and oats have been in the main steady.
Rye has latterly advanced as it is believed it would especially
benefit from the allotment plan through an increasing con-
sumption of rye flour. Cotton has been on the whole steady
or has given way grudgingly and rallied rather easily despite
on increase within a month in the Government erop estimate
of nearly 800,000 bales to the unexpected total of 12,727,000
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bales against 17,096,000 last year. Spot cotton has been
firm as the South is dissatisfied, to put it mildly, with the
low prices ruling and is withholding offerings where possible.

Coffee has latterly been steadier by the renewed assurance
that there will be no change in the Santos export tax, though
the announcement that the Farm Board will shortly offer
46,000 bags not sold at the opening of December has been
something of a damper. Raw sugar declined, but has
latterly rallied. Grinding in the Camaguey Province of
(Colon will start on Jan. 12 instead of Feb. 1 in an effort to
save the cane flattened by the recent hurricane in Cuba.
Rubber has been dull, with something of a downward ten-
dency here and in London. Wool has been quiet and the
lower grades at the big London sales have been at times
weaker, while the more desirable qualities have been firm.
Hides have been dull and latterly irregular, with little
demand for spot hides. Two new low records were reached
to-day in commodity markets when export copper was quoted
at 5e. and December cocoa sold at 3.53e¢. a pound. The
projected amalgamation of the Rubber, Silk, Hide and
Metal Exchanges of New York is expected to cause an
increased “speculative interest in the various commodities
traded in on what are now four separate markets.

The stock market on the 3rd inst. was almost stationary
closing at an average decline in the more active issues of less
than a quarter of a point on sales of only 399,550 shares.
The closing was irregular. Bonds were dull and irregular
with sales of $4,857,000. Many commodities were lower.
Sterling exchange again declined. On the 5th stocks lacked
initiative of any sort. Trading was very quiet, the sales being
only 725,219 shares but the tone was in the main steady
though prices were irregular. It all simmered down to an
average advance on popular stocks of about half a point.
Sterling advanced 1%4e. and grain was higher. Franes sold
off. Bonds declined with sales of $6,794,000. Failures in
November were the smallest since September 1931, according
to one report. A Stock Exchange seat sold at $103,000 a
deeline of $3,000.

On the 8th stocks advanced 1 to 6 points with sales in-
creased to 1,108,000 shares. The rise was attributed largely
to President Hoover’'s recommendation of a sales tax once
more. Gross railroad earnings also make a markedly better
showing than they did six months ago. Bonds were in some
cases higher with sales of $8,487,000. On the 7th stocks
advanced early but lost most of the rise and elosed irregular
with sales of close to 1,200,000 shares. Again rubber,
sugar and some other commodities advanced. Sterling
oxchange rose sharply. Cotton and coffee went to a new
low. Bonds advanced with sales of $9,427,000.

On the 8th stocks advanced slightly early in the day,
then reacted and closed irregular but for the most part firm
with sales nearly half a'million shares smaller than on the
day before. The unobtrusive firmness of the market was
regarded as the chief feature. Bonds were irregular, but
United States Government issues strong, with total sales
of $9,915,000. Sterling declined 23¢c. To-day the market
reached the highest price level of the week, with a spurt at
the end of the day. The volume reached 1,174,930 shares.
There was no particularly stimulating news to account for
the strength, but the fact remains that for some time past
dullness has been the rule on declines and during this week,
at least, the war debt controversy has been in the back-
ground. Car loadings for the week ended Dec. 3 are ex-
pected to show a decided increase as compared to Thanks-
giving week, although little, if any, improvement is expected
in the United States Steel unfilled tonnage monthly figures
to be given out to-morrow. Bonds held their recent gains
and United States Governments were particularly firm
and active. High grade issues advanced, while more specu-
lative bonds, together with the foreign list, were irregular.
Sales were $7,800,000.

At West Gastonia, N. C., the Loray Mill is now operating
on a one-third schedule, with day and night work on a 509
basis, employing 600 operatives. When on full time, 2,000
operatives are employed. At Greensboro, N. C., both
plants of the Blue Bell Overall Co. have resumed full-time
operations, affecting approximately 1,400 operatives. Early
this year the local Blue Bell plants, located at 624-26 and
1001-1105 South Elm St., ran four days a week, later in-
creasing the operating time to five days weekly, then the
present schedules were begun. It has been found necessary
this week to reduce the running time of the company’s plant
at Middlesboro, Ky., where approximately 500 persons are
employed from five and one-half days a week, and it is
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possible that further curtailment there will be required.
At York, S. C., the Cannon Mills Co. plant No. 3 of
York beginning Dec. 3 went on a 314-day schedule. This
shortened time is attributed to the condition of the textile
market. The Travora Mill is running on a full-time schedule
but the Neely and Lockmore plants are operating only
portions of their plants and those portions only parts of
each week. Employment at the Greensboro Mfg. Co. at
Greensboro, N. C., making cotton products, was largely
increased with the installation of additional machinery.
The company employs 105 men but under the expansion
program will hire 300. Atlanta, Ga., reported an increased
consumption of cotton and of manufactured cloth.

Montreal wired that manufacturing operations in the
Canadian cotton industry are at the rate of 74.5% with em-
ployment over 90%. This shows an improvement over one
month ago when operations were at the rate of 669, of
capacity and employment slightly lower than now. Orders
for immediate delivery in all lines of dress, apparel and house-
hold cottons have been heavy during the past month, while
business has improved in some lines of commercial cottons.
With some mills, bookings are as much as 10% above this
time last year, for immediate delivery. Forward buying for
next spring is about the same as last year, and so far is very
quiet. St. Louis wired that the shopping throngs in the
downtown and neighborhood-district stores are the largest in
several years and the buying is more general. Notwithstand-
ing the low prices, managers of the department stores expect
the money value of sales to show a gain for the holiday
season.

London ecabled Dec. 7 that the negotiating committee
comprising representatives of the cotton manufacturers and
of the Weavers’ Amalgamation had arrived at a definite basis
of operations in the ‘“more-looms-per-weaver’” controversy.
Before final acceptance the proposal must be submitted to
the general council of the Amalgamation which it is expected
will approve it. Although no details of the compromise
were announced, it is understood that the representatives
have worked out a means of safeguarding the wage levels of
operatives and assuring a minimum pay for weavers, regard-
less of the number of looms.

On December 3rd the temperature of 61, in New York,
was the highest for that date on record. The weather was
fair and seemed almost summerlike. Chicago had 56,
Kansas City and Philadelphia 66, Cincinnati 60, Cleveland
58, Detroit, Milwaukee, Seattle and Omaha 50, St. Louis 62,
Boston 64. On the 4th it was 57 maximum here, and on
the 5th, 41 to 53. Io Chicago, on the 5th, it was 34 to 46;in
Cleveland, 34 to 54; in Kansas City, 44 to 66; in Omaha,
34 to 54; in St. Louis, 40 to 64; in St. Paul, 28 to 36; in
Winnipeg, 16 to 18; in Boston and Philadelphia, 44 to 54.
On the 6th the maximum here was 59 and the minimum 42,
continuing unseasonably warm. Boston had 42 to 56;
Chicago, 46 to 52; Cincinnati, 48 to 62; Detroit, 40; Omaha,
28 to 32; Winnipeg, 8 below to 12 below zero.

On Wednesday Dec. 7th the temperature in New York
was as high as 62. It was the warmest Dee. 7th on record.
The Northwest had below zero weather. It was 4 below at
Minneapolis and 20 below at Winnipeg. It was 18 to 30 in
Chicago, 52 to 66 in Boston; 50 to 60 in Kansas City and
54 to 60 in Philadelphia. At The Pas, Manitoba, it was 28
below and at Sioux Lookout, Ont., 26 below. Duluth, Minn.,
saw it drop to 10 below; Helena, Mont., and Yellowstone
Park, Wyo., to 12 below and St. Paul, Minn., to 4 below.
Snow, several inches deep, fell in northern Colorado, parts
of Montana and Washington, and large sections of Nebraska,
Towa, Illinois, Wisconsin, Minnesota and the Dakotas.
Further South, in New Mexico no snow fell but the cold was
extreme.

On the 8th, the thermometer in New York dropped 32
degrees. The minimum was 28, maximum 54. A cold
wave swept the United States. It was down to 6 in Chi-
cago, 2 in Milwaukee, zero in Kansas City, 8 in Omaha and
38 below at Winnipeg. At Malone, N. Y., where lilacs
were reported in bloom on Wednesday, there was a drop from
('):1 to 14 degrees in less than twenty-four hours; in Canton,
N. Y., from 60 to 18; in Buffalo, from 56 to 21; in Syra-
cuse, from 65 to 24, and in Albany, from 63 to 34. Freezing
temperatures and snow flurries were reported in Kansas
and Oklahoma. In the South there was a drop. At
Little Rock, Ark., to 26; at Fort Smith, to 24. It was 24
also at Nashville, Tenn., 28 at Asheville, N. C., 28 at
I(V\Iemphis, Tenn., 30 at Birmingham, Ala., and 32 at Atlanta,

ia., . .
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Commodity Prices Again Lower During Week Ended
Dec. 3, According to National Fertilizer Association.

According to the wholesale price index of the National
Fertilizer Association, wholesale commodity prices were
again lower for the week ended Dec. 3. The general index
number declined from 60.2 to 60.0, a drop of two points.
During the preceding week the index also declined two points
and two weeks ago it declined one point. A month ago the
index stood at 59.9, while a year ago it was 66.0. The
latest index number, 60.0, is still four points higher than the
record low point for 1932 reached in June and it is 27 points
below the 1932 high recorded in September. (The three-year
average 1926-1928 equals 100.) In reporting this, the
Association also said as follows on Dee. 5:

Of the 14 groups in the index, two advanced, five declined and seven
were unchanged during the latest week. Foods and fertilizer materials
advanced slightly. The declining groups were fats and oils, fuel. grains,
feeds and livestock, textiles, and metals. Textiles and fats and oils showed
the largest declines.

During the latest week 41 commodities showed price losses. This is
the largest number of declines in many weeks. During the preceding
week there were 35 price declines. During the latest wesk there were
18 price advances. During the preceding week there were 14 price advances,
while two weeks ago there were 22 gains. Important commodities that
declined durinz the latest week were lard, butter, cotton, cotton cloths,
cotton yarns, silk, wool, sugar, apples, corn, oats, hogs, copper, silver,
gasoline, cottonseed meal, and rubber. Higher prices were shown for
cattle, coffee, wheat, flour, potatoes, burlap, nitrate of soda, sulphate of
ammonia, and potash salts.

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

Latest
Week
Dec. 2
1932.

Per Cent
Each Group
Bears to the
Total Indez.

23.2

Foods

—
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o

Grains, feeds and livestock..

-
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Miscellaneous commodities. __
Automoblles
Bullding materials.

\f

House furnishing goods.
Fats and olls. ... _._...
Chemicals and drugs.
Fertilizer materials. .
Mixed fertilizer
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Wholesale Prices for Week Ending Dec. 3 1932.

The Bureau of Labor Statistics of the U. S. Department
of Labor announces that its index number of wholesale
prices for the week ending Dec. 3 stands at 63.6 as compared
with 64.0 for the week ending Nov. 26, showing a decrease
of .6 of 19%,. These index numbers are derived from price
quotations of 784 commodities, weighted according to the
importance of each commodity and based on average prices
for the year 1926 as 100.0.

The accompanying statement shows the index numbers of
groups of commodities for the weeks ending Nov. 5, 12, 19,
26, and Dec. 3.

INDEX NUMBERS OF WHOLESALE PRICES FOR WEEKS OF NOV. 5,
12, 19, 26, AND DEC. 3.
(1926=100.0.)

WEEK ENDING.
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of 1931, the increase for this year to date being 3,826, or
159%. For the month of November, this year, there was a
decrease compared with that month in 1931 of 122, equiva-
lent to a decline of 5.6%. The improvement of late has
been very marked.

As to the liabilities, some large failures in November added
to the defaulted indebtedness shown; still, the amount was
smaller than for any other month, with the single exeeption
of October, for more than a year, and for much the greater
part of this time very muech less. Liabilities reported for
November were $53,621,127, against $52,869,974 for October
and $60,659,612 for November 1931. That is, the total
for November this year was $7,038,485, or 11.69%, smaller
than that for November 1931. For the eleven months, the
amount this year is very much larger than the total of last
year, being $864,123,874. In the same time in 1931, the
total of the defaulted indebtedness shown was $615,840,402
and the increase this year has been $248,283,472, equivalent
to 40.39%. The number of business failures this year and
the liabilities reported are much the largest of any previous
record.

Monthly and quarterly failures, showing number and
liabilities, are contrasted below for the periods mentioned:

Number. Liabilities.

1930.

$83,683,361
55,260,730
56,206,577

1931. 1931,

2,758
2195
2/362

$73,212,050
60,659,612
70,660,436

$204,532,098/$195,240,668
$46,947,021

49/180,053
39,826,417

December
$53,621,127

October 52,869,974

7,315
1,936
1,044
1,983

5,863

4th quarter. ..

$56,127,634
77,031,212
87,189,639

September
2,596

$220,348,485/$161,278,635($135,954,091
$76,931,452
83,763,521
101,068,693

7,674

$51,055,048| 563,130,762
53.371.212| 55,541,462
50/568.135| 49,059,308

261,763,666/$155,894,905/$167,731,532
$93,760,311 $56,846,015

84.900,106 51,326,365
96,860,205, 61,185,171

2d quarter..._.

March
February -
January

$60,386,550
59,607,612
94,608,212

$275,520,622/$214,602,3741$169,357,551

1st quarter._._

FAILURES BY BRANCHES OF BUSINESS—NOVEMBER 1932,

Number.
1931.]1930.

Liabilities.
1931,

3
2,262,146
6,895,060

9,000

1932.
M anufacturers— $
Iron, steel and foundries 11
Machinery and tools. ... ( 23
Woolens, carpets, &c. 3 2 1
Cottons and lace 2
Lumber and bullding lines 71
Clothing and millinery.. .

207,731
1,863,571
83,825
404,004
4,277,330

231,757
1,010,452
743,033
607,386
197,690
202,744
: 1,049,233
11,205.879| 7,340,593 6,231,837

23,018,463(26,112,447(10,437,089

All other.

Total manufacturing

Traders—
General stores
Grocerles, meat and fish_ 2,802,377| 3,441,551
Hotels and restaurants. . 1,158,122| 3,986,815
Tobacco &e. 2 8 245,862
Clothing and furnish

840,315, 1,501,713 1,017,552

Noov. 5. I Nov. 12, Noo. 19.| Nov. 20.1 Dec. 3.

ds
Hides and leather products. .
‘Textile products
Fuel and lighting
Metals and metal products
Bullding materials
Chemicals and drugs. -
Housefurnishing goods.
Miscellaneous
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Dun’s Report of Business Failures in November Shows
Improvement.

Business failures in the United States during November
fell below those for any month since September a year ago.
The number, as shown by the records of R. G. Dun & Co.,
was 2,073. Furthermore, November and October, were the
first months, for some time past, in which there were fewer
business defaults than in the corresponding periods of last
year. In October, the number was 2,273, while for Novem-
ber, 1931, 2,195 business failures occurred. The betterment
this year in the record of insolvencies first made its appear-
ance with the September report, and has continued for
these three months. The November record shows smaller
figures than for either of the other two preceding months.
For the eleven months of 1932, 29,353 business failures have
been reported; against 25,527 in the corresponding period

Dry goods and carpets...
Shoes and luggage
Furniture and crockery. ..
Hardware, stoves and tools.
Chemicals and drugs. ...
Palnts and olls

Jewelry and cloc!

Books and papers..

Hats, furs and gloves. 1 8 202,439,

All other 8| 322 8,041,619 6,272,642

Total trading_ 1,447123,004,842|27,229,022|21,217,042
Other commercia 1 3 136| 6,607,822| 7,318,143(14,605,609

Total United States 2,073'2,105'2,031153,621,127160,659,612!55,260,730

1,121,19
1,394,400
14,777
583,930
347,169

—_——

Loading of Railroad Revenue Freight Continues Light.

Loading of revenue freight for the week ended on Nov. 26
totaled 493,882 cars, according to reports filed on Dec. 3
by the railroads with the ear service division of the American
Railway Association. Due to the observance of Thanks-
giving Day this was a reduction of 81,969 cars under the
previous week. Compared with the corresponding week
last year, the total for the week of Nov. 26 was a reduction
of 64,916 cars and a reduction of 207,168 cars under the
same week two years ago. 'The details are outlined
as follows:

Miscellaneous freight loading for the week of Nov. 26 totaled 166,460
cars, a decrease of 25,459 cars below the preceding week, 28,933 cars under
the corresponding week in 1931 and 88,979 cars under the same week in
1930.
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Coal loading totaled 115,070 cars, a decrease of 22,838 cars under the
preceding week, but 10,619 cars above the corresponding week last year.
It was, however, 32,747 cars below the same week in 1930.

Coke loading amounted to 4,945 cars, a decrease of 24 cars below the
preceding week but 204 cars above the same week last year. Compared
with the same week two years ago it was a reduction of 2,829 cars.

Loading of merchandise less than carload lot freight totaled 147,161
cars, a decrease of 24,089 cars below the preceding week, 29,872 cars below
the corresponding week last year and 47,598 cars under the same week
two years ago.

Live stock loading amounted to 17,113 cars, a decrease of 3,914 cars below
the preceding week, 6,450 cars below the same week last year and 6,647
cars below the same week two years ago. In the Western districts alone,
loading of live stock for the week ended on Nov. 26 totaled 13,471 cars,
a decrease of 5,416 cars compared with the same week last year.

Grain and grain products loading totaled 26,650 cars, 3,003 cars below
the preceding week, 2,942 cars below the corresponding week last year
and 6,983 cars under the same week in 1930. In the Western districts
alone, grain and grain products loading for the week ended on Nov. 26
totaled 17,354 cars, a decrease of 1,490 cars below the same week in 1931.

Forest products loading totaled 14,757 cars, a decrease of 1,377 cars
below the preceding week, 5,078 cars under the same week in 1931 and
17,338 cars below the corresponding week two years ago.

Ore loading amounted to 1,726 cars, a decrease of 1,265 cars below
the week before, 2,464 cars under the corresponding week last year and
4,047 cars under the same week in 1930.

All districts reported reductions in the total loading of all commodities
compared with the same week in 1931, except the Pocahontas, which
showed an increase. All districts, however, reported decreases under the
same week in 1930.

Loading of revenue freight in 1932 compared with the two previous
years follows:
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1930.
3,470,797

Four weeks in January
Four weeks in February -
Four weeks in March. ..
Five weeks in April. . _
Four weeks in May -

Four weeks in June.-

Five weeks in July...
Four weeks in August.-- -
Four weeks in September- -
Five weeks in October- ..
Week ended Nov. 5--.
Week ended Nov. 12

Week ended Nov. 19

Week ended Nov. 26

2,990,507
2,908,271
3,813,162
717,048
689,960
653,503
558,708

2,244,599
3,158,104
588,383
493882
25,707,096 | 34,376,466 | 42,320,637
The foregoing, as noted, covers total loadings by the rail-
roads of the United States for the week ended Nov. 26. In

" the table below we undertake to show also the loadings for

the separate roads and systems. It should be understood,
however, that in this case the figures are a week behind those
of the general totals—that is, are for the week ended Nov. 19.
During the latter period 27 roads sho\\'c(} increases over the
corresponding week last year, the most important of which
were the Chesapeake & Ohio Ry., the Norfolk & Western
Ry., the Louisville & Nashville RR., the D(*lmvzxroqucl.{a-
wanna & Western Ry., the Lehigh Valley Ry., lhe_Vlrgmmn
Ry., the Pittsburgh & West Virginia Ry., the New York
Ontario & Western Ry., the Chicago & Eastern Illinois RR.,
the International-Great Northern RR., the Gulf Coast
Lines, and the Rutland RR.

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED NOV. 19.

lTatal Loads Recetved
Jrom Connections.

1931,

Total Revenue
Freight Loaded.

1931,

Rafiroads.

1932, 1932.

Total Loads Recetved
Jrom Connections.

1932.

Total Revenue
Freight Loaded.

1931,

Ratlroads.

1932. 1931.

Eastern District—
Group A:
Bangor & Aroostook
Boston & Albany.
. Boston & Maine. .
Central Vermont.

1,257
2,857
7,624
652
2,492
10,604
703

Group B:
¥ Buff. Rochester & Pittsburgh.
Delaware & Hudson

Erle

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

New York Central

New York Ontarlo & Western...
Pittsburgh & Shawmut

Plttsb. Shawmut & Northern..
= Ulster & Delaware

Group B:
Alabama Tenn. & Northern. ..
Atlanta Birmingham & Coast_.
Atl. & W. P.—West RR. of Ala.
Central of Georgla
Columbus & Greenville.
Florld£u East Coast...

Georgia & Florida

Gulf Moblle & Northern..
Illinois Central System__ .
Louisville & Nashville

Mason Dublin & Savannah_
Mississippl Central
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