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The Financial Situation

EVELOPMENTS regarding the intergovern-
mental payments to the United States have
followed each other in quick succession the present
week, and the result has been to leave things in a
state of confusion closely bordering on chaos. Great
Britain, with $95,550,000 to pay, has met its pay-
ment by the deposit of actual gold, but France, with
only $19,261,432 to pay, has deliberately refused to
pay. The contrast between the action of the two
countries becomes the more striking when it is con-
sidered that the gold holdings of the Bank of France,
according to the latest returns, aggregated no less
than $3,265,329,464, whereas the gold holdings of
the Bank of England, expressed in dollars, are no
more than $682,795,333. The will to pay and to meet
contract obligations was present in the one case,
even though Great Britain did not feel that she ought
to be asked to pay, and that country thus indicated
a fine spirit and a nice sense of honor, whereas in
the case of France the will to pay was completely
absent, at least as far as the national legislative
body is concerned, evidencing a state of mind on the
part of that country which certainly does not reflect
credit upon it.

However, this is not the occasion for angry words
or harsh feelings. A calm poise is called for at a
time like the present, on the part of all those high
in authority, in both France and the United States,
and inflammatory utterances must be sedulously
avoided in any discussions of the subject. The rela-
tions of the United States towards France have
always been of closest friendship, and this attitude
must not be changed, however unwarranted the
course of France may appear in the eyes of the
people of the United States. In the estimation of
this newspaper France is without warrant or justifi-
cation in refusing to make the payments due the
United States—and without abatement, too—but
this ought not to be allowed to cause serious fric-
tion between the two countries. If differences
there must be, let them be differences between
friends.

Ttaly, with $1,245437 to pay, has made payment
without any ado, and Czechoslovakia has met her
payment of $1,500,000, Latvia her payment of
$111,852, Finland hers of $186,235, and Lithuania
hers of $92,386. On the other hand, Belgium has
followed in the footsteps of France with the same
disinclination to pay and is in default on the
$2,125,000 owing by her. Poland is also in default
on her payment of §3,302,980, though having ex-
pressed regret over her inability to make payment.
Hungary is also penitent at not being able to pay

the small sum of $40,729 due from her, while Estonia,
owing $266,370, has not been heard from.

The main interest is as to the attitude of Great
Britain and France. Great Britain sought to impose
conditions, in making her payment, but our Govern-
ment found it impossible to entertain them and
promptly so informed that country, though a graceful
way of retreat was left open which the British Gov-
ernment was not slow to follow in an equally grace-
ful way. In a note delivered to our Secretary of
State on Sunday last the British Government an-
nounced its determination to make payment of the
amount due on Dec. 15 under the funding agreement
of June 18 1923, but stated that they were convinced
that the system of intergovernmental payments in
respect of the war debts as it existed prior to Mr.
Hoover’s initiative on June 20 1931 could not be
revived without disaster. Accordingly, they pro-
posed to treat the payment on Dec. 15 as a capital
payment of which account should be taken in any
final settlement, and stated that they were making
arrangements to effect this payment in gold as being,
in the circumstances, the least prejudicial of the
methods open to them.

The Secretary of State, Henry L. Stimson, was
not slow in announcing rejection of the proposal and
calling the attention of the British Government ‘“to
the fact that the Secretary of the Treasury has no
authority to accept payments from your Government
except as provided under the terms of the funding
agreement.” He observed that he had already
pointed out in his note of Nov. 23 that “there is
reserved to the Congress of the United States the
ultimate decision in respect of the funding, refund-
ing or amendment of these intergovernmental obliga-
tions under consideration.  The Executive has no
power to amend or to alter them, either directly or
by implied commitment. Accordingly, it should be
understood that acceptance by the Secretary of the
Treasury of funds tendered in payment of the Dec. 15
installment cannot constitute approval of or agree-
ment to any condition or declaration of policy incon-
sistent with the terms of the agreement. The sum
so received must be credited to principal and interest
as provided therein.” He therefore assumed “that
you are stating your views as to steps which your
Government may desire to propose subsequently
after a re-examination of the entire problem.” This
last offered a means of escape to the British Govern-
ment from adhering to an uncompromising atti-
tude which that Government in good grace
promptly availed of. In reply the British Govern-
ment informed Secretary of State Stimson that “It




4074

was not of course the intention of their note to
touch upon any matter affecting the constitutional
position of the United States Government. Their
note should, therefore, be read solely as relating to
their own position, which they have taken after ma-
ture consideration, viz.: that they are prepared to
make payment on Deec. 15 in the light of the con-
siderations set out in their note of Dec. 11, and they
must reserve the right to recur to those considera-
tions in the examination of the whole question to
which the United States Government have agreed.”

Later an announcement came that the whole sum
of $95,550,000 in gold was on deposit with the Bank
of England to the credit of the United States; and
the Federal Reserve Bank of New York on Dec. 14
issued a statement saying that at the request of the
Bank of England the Federal Reserve Bank of New
York had arranged to place at the disposal of the
Bank of England on Dec. 15 gold to the value of
$95,550,000 against an equivalent amount of gold to
be earmarked for the account of the Federal Reserve
Bank of New York in London pending shipment to
New York. In making payment in gold the British
Government waived a saving it might have enjoyed
of about $3,000,000 by tendering United States bonds
which it could have bought in the market at a
discount.

In the meantime Premier Herriot of France was
endeavoring to put through an arrangement similar
to that negotiated by Great Britain, after having
severely criticized the United States for its attitude
in insisting upon payment at all, but the French
Parliament refused the necessary appropriation for
the purpose. After an all-night session on Tuesday,
which lasted until 5 o’clock Wednesday morning,
Dec. 14, the French Chamber of Deputies by 402
votes to 187 refused the sum needful to make the
French payment of $19,261,432, and Premier Ed-
ouard Herriot tendered his resignation and that of
his Cabinet, as he had announced he would, having
made the matter a question of confidence in his
administration of the Government. As the news
dispatches from Paris said, he refused to be the
responsible head of a Government which dishonored
the signature of France.

What the outcome is to be is difficult to say.
President Hoover is expected to ask Congress to
consent to a reconsideration of the whole subject of
these governmental payments. But what the body
appointed for the purpose could accomplish is not
altogether clear. In the present state of public senti-
ment in this country claims of France are not likely
to receive very favorable consideration. And, as
far as Great Britain is concerned, there would appear
also to be strong obstacles in the way of a satis-
factory outcome. The Ottawa Empire conference,
with its system of preferences for the dominions
within the Empire, has greatly complicated the
situation. Great Britain is not likely to discard
these preferences in favor of the British dominions
after having just entered into them and made them
a cardinal feature of British fiscal policy for the
immediate future. Yet this system of preferences
is going to work great hardship to Western farmers
in this country. For one thing, it will be detri-
mental to United States foreign trade. Take the
case of Canadian wheat, for example. By the terms
of the Ottawa conference Canadian wheat is to have
a preference of 6c. a bushel as against wheat from
the United States—that is, Canadian wheat, which
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is raised in such great profusion, will be admitted
free, while wheat from the United States will have
to pay 6c. a bushel tax. The United Kingdom has
been a large consumer of American wheat in the past,
but now the American farmer will have to sell his
wheat for 6c. a bushel less if he would compete with
Canadian wheat or quit the English market.

Reflect what a sacrifice this will entail at a time
when wheat is selling at the lowest figure reached
in centuries. Will the United States Congress look
with favor on propositions involving concessions to
Great Britain on the debt payments to the United
States when British trade policy so seriously eripples
American export trade and with it our agricultural
population? And wheat is only one item on which
there is discrimination against American products.
The matter is made worse by the fact that the Cana-
dian dollar now rules at such a heavy discount. As
compared with the American dollar, this discount has
been running as high as 15% and above. How this
works to the detriment of this country is well shown
in a news article which appeared in the “Wall Street
Journal” on Wednesday evening of this week. Dis-
cussing the subject of wheat prices, this article said :

“With Winnipeg wheat prices down to 423/c. a
bushel in Canadian funds, about 363/c. in gold dol-
lars, Canada is now underselling the world on the
export markets. For the first time in many years
the Dominion bids fair to cut into the virtual mo-
nopoly that Argentina and Australia hold on the
export markets for the first six months of each year.
Argentina offerings are now being made at around
37l4e. a bushel in the Buenos Aires market.

“Canada’s advantage is even more pronounced
when it is taken into account that Manitobas are the
highest premium wheat in the world and normally
bring nearly 5c. more than other varieties. More-
over, in the United Kingdom Canada has the added
preference of an empire preferential of 41%c. a bushel.

How much wheat Canada can gell in coming
months depends on the Argentine and Australian
selling policies. Normally these nations ship the
bulk of their wheat during the first six months of
the year, regardless of price. During the past six
months, because of the failure of the United States
to revert to export parity and Russia’s crop failure,
Canada has done the bulk of the husiness.”

In the two days since then a still worse situation

has developed. Here is the story from last night’s
“Wall Street Journal”:

“A wave of heavy stop-loss selling, back-spreading
against purchases in Chicago and continued country
liquidation hit the Winnipeg wheat market to-day,
prices sliding off as much as 41%5c. a bushel. The
December delivery touched bottom at 3R8¢. Inasmuch
as Winnipeg quotations are calculated in Canadian
funds, which are currently at about a 1214 % dis-
count under gold dollars, the actual price for Decem-
ber was only around 33.35¢. a bushel, or the lowest
that wheat has hold in 362 years.”

Has not a point been reached where the United
States is faced with the possibility of losing the
greater part of its export trade in agricultural
products with the United Kingdom, or else accept
a price even lower than the starvation figures which
are now the bane of our agricultural classes? Are
our legislators likely to stand idly by and let the
process of destruction go on and then supinely yield
to the British demand for the cancellation of a good
part or the whole of the indebtedness owing to the
United States? And this is the situation at a time
when about the only argument advanced in favor of
debt cancellation or debt reduction is that thereby
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the trade of the world will be restored all around.
Is it not pertinent to ask whether debt payments are
the real cause of the world’s ills or whether the
trouble lies deeper and is to be found in the policies
of protection and exclusion to which one country

after another is becoming wedded?
—_——

HE results of the subscriptions to last week’s
offering by the United States Treasury of
$250,000,000 one-year Treasury certificates bearing
interest at the rate of only 34 of 1% per annum—the
lowest interest ever paid on a 12-month issue—and
the offering at the same time of $350,000,000 of four-
year notes carrying interest at 234 % per annum, has
been announced the present week and have attracted
attention by reason of their magnitude. In view
of the congestion of the money market the success
of these offerings even at the very low rates of
interest fixed was a foregone conclusion, but the
aggregate of the subscriptions proved of really phe-
nomenal proportions. The one-year certificates were
subscribed for over 16 times, reaching $4,128,000,000,
while the four-year Treasury notes offered in amount
of $350,000,000 were subseribed for nearly 20 times,
the subscriptions aggregating $6,677,000,000, making
a total for the two issues combined of $10,805,000,000.
Associated Press advices from Washington spoke
in glowing terms of the achievement. These accounts
stated that Treasury officials, aware that bank cash
reserves were the greatest in history, nevertheless
were surprised at the keenness of the bidding and
the willingness of bankers to tie up funds for a year
at the low interest of 3/ of 1%. And as to what it
meant we were told that “for the Government it
spelled anew huge resources for borrowing, even at
interest rates that have been moving downward.
The cheaper money meant, also, a lower cost for
carrying the $20,000,000,000 national debt.”

There is no occasion for any jubilation of this
kind. The glutting of the money markets with such
immense masses of idle funds reflects the flooding
of the country with unneeded Reserve credit to the
detriment and the disturbance of the money and
investment markets. There is to-day $2,174,346,000
of Federal Reserve credit outstanding, and $1,850,-
726,000 of this represents Reserve credit employed
in the acquisition of $1,850,726,000 of United States
Government securities, There is nothing healthy or
sound in such a state of things, and it represents a
degree of inflation which is full of menace. At the
same time, the Treasury situation itself is occasion
for much misgiving in the circumstance that such
immense masses of Government securities are out-
standing in the shape of short-term obligations. The
abnormal and unnatural ease in money is palpably
due to the employment of Reserve credit in such a
vast measure. Itisverybad for the banks, inasmuch
as the banking business cannot be conducted with
profit at the abnormally low rate of return which
is being realized at the present time. In addition
to all this, the Treasury Department is making the
issues exceptionally attractive by putting out no obli-
gations whatever except those absolutely free from
income taxes of every kind, even the high surtaxes.

There appears to be some disposition even in Gov-
ernment circles to feel concern over the abnormal
ease prevailing. Thus a Washington dispatch,
Dec. 13, to the New York “Times” stated that while
the Treasury was gratified by the great response
which met its offerings of last week, it was pointed
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out that this did not necessarily mean that large
amounts of money could be obtained at such quota-
tions for short-term securities or long-term bonds.
Most of the big bids, too, come from financial and
industrial institutions which have idle capital in
overwhelming amounts. Experts hold it to he a
debatable question what would happen, it is averred,
if the Treasury made an offering at this time of
short-term securities, carrying the record low interest
rates, in volume sufficient to assure a distribution
of two or three billions to cash subseribers. The
general belief is, we are told, that subscriptions
would be in much smaller volume and probably not
sufficient to cover the total offerings instead of repre-

senting a tremendous oversubscription.
[E——

HE United States Supreme Court has the present
month handed down decisions in two important
cases involving the functions and powers of the
States, and the issues in both cases were determined
in a way to uphold the powers of the States where
exercised within the limits of their legitimate do-
main, while yet maintaining the supremacy of Fed-
eral authority where the States, acting through their
executive officials, go beyond their proper authority
and by an abuse of the powers vested in them under-
take to violate and deny the rights guaranteed by
the Federal Constitution. Both cases reached the
United States Supreme Court from Texas and in-
volved the laws of that State and the proper execu-
tion and exercise of the same. One of the cases was
decided on Monday of last week, and the other on
Monday of the present week. This week’s decision
has attracted much attention and been given wide
prominence, as it deserved, inasmuch as it involved
the arbitrary use of the military power of the State
with a view to override the ruling of a Federal Court,
while last week’s decision, though also of wide bear-
ing, has attracted little or no notice.

This week’s decision involved the acts of Ross S.
Sterling, Governor of the State of Texas, in invoking
the military powers of the State by the declaration
of martial law with the view of forcibly reducing the
excessive production of crude oil in certain sections
of the State. The decision is in effect a rebuke to
Governor Sterling for the unlawful exercise of the
powers conferred upon him by the State and for the
thinly veiled purpose of thwarting the Federal
Courts in the performance of their proper duties and
functions. The opinion in the case was written by
Chief Justice Hughes, and is characterized by the
same clarity of expression which always marks the
opinions of that eminent jurist. Additional weight
is given the decision by the fact that all the judges
concurred in the conclusions reached. The decision
upholds the ruling of a three-judge Federal Court,
which had granted the injunction restraining Gov-
ernor Sterling, Adjutant-General W. W. Sterling,
and Brigadier-General Jacob F. Wolters of the Texas
National Guard from enforcing military or executive
orders regulating or restricting the production of
oil from complainants’ wells, and from interfering
in any manner “with the lawful production of oil
from complainants’ property.” Chief Justice Hughes
said there was “no exigency” which justified the
Governor in trying to enforce the oil limitation by
executive or military orders when a district judge
had granted a restraining order pending judicial
inquiry. The evidence, the Court asserted, showed
that the Governor’s orders “were an invasion under
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color of State law of rights secured by the Federal
Constitution.”

The facts of the case are that complainants, as
owners of interests in oil and gas leaseholds, origi-
nally brought the suit on Oct. 31 1931 against mem-
bers of the Railroad Commission of Texas, the Attor-
ney-General of the State, Brigadier-General Wolters,
and others, to restrain the enforcement of orders of
the Commission limiting the production of oil.
These orders were alleged to be arbitrary and illegal,
as having been made in violation of the statutes of
Texas, and in pursuance of a conspiracy in the
interest of prices, and as operating to deprive com-
plainants of their property without due process of
law, contrary to both the State and the Federal con-
stitutions. The district judge set the applications
for preliminary injunction for hearing on Oct. 28
1931, before a specially constituted court of three
judges, and meanwhile made a temporary order re-
straining the defendants from limiting complainants’
production below 5,000 barrels per well. The de-
fendants, who were members of the Railroad Com-
mission, accordingly ceased their attempts to enforce
the orders thus challenged.

Previously, on Aug. 16 1931, Governor Sterling had
issued a proclamation stating that certain counties
(in which complainants’ properties were located)
were in “a state of insurrection, tumult, riot, and a
breach of peace,” and declaring “martial law” in that
territory. The Governor directed Brigadier-General
Wolters to assume supreme command of the situation
and to take such steps as he might deem necessary in
order ‘“to enforce and uphold the majesty of the
law,” subject to the orders of the Governor as com-
mander-in-chief, as given through the Adjutant-Gen-
eral. From that time, General Wolters acted as
“commanding officer of said military district.”

When the district court made its temporary re-
straining order in this suit, as above stated, Governor
Sterling, learning that the orders made by the Rail-
road Commission could no longer be enforced, issued
his oral and written orders to General Wolters to
limit the production of oil in the described military
district to 165 barrels per well per day. This was
the limit fixed by the Commission’s order of Oct. 10,
the enforcement of which was subject to the restrain-
ing order. On Oct. 28 the Governor made the limit
150 barrels, and on Nov. 6, 125 barrels. These orders
were enforced by General Wolters, and contempt
proceedings were brought against him.

Chief Justice Hughes takes up one after another
the different points made on behalf of Governor
Sterling and disposes of them by the use of unanswer-
able logic. Speaking of the State statute for the re-
striction of oil production, Mr. Hughes sets out the
facts of the case, as follows:

“The State, in this instance, had asserted its regu-
latory authority by enacting laws for the prevention
of waste and had empowered the Railroad Commis-
sion to investigate and to establish rules to this end.
The Commission then made its order governing and
limiting oil production. The complainants brought
suit in the Federal Court to restrain the enforcement
of these orders upon the ground that they were un-
authorized, arbitrary and capricious, and violated
the Federal right to the enjoyment and use of the
properties. Exercising the jurisdiction conferred
by Federal statute, a Federal Judge had granted a
temporary restraining order, pending the convening
of the court which by that statute was charged with
the duty to determine whether the requirement of the
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Commission was valid or its enforcement should be
enjoined. While this orderly process was going for-
ward, it was superseded and in effect nullified by
the Governor of the State, who undertook by military
order to effect the limitation which the Commission
by that process was for the time being forbidden to
maintain. And when the Federal Court, finding his
action to have been unjustified by any existing
exigency, has given the relief appropriate in the
absence of other adequate remedy, appellants assert
that the Court was powerless thus to intervene and
that the Governor’s order had the quality of a
supreme and unchallenged edict, overriding all con-
flicting rights of property and unreviewable through
the judicial power of the Federal Government.”

With much force, Chief Justice Hughes says:

“If this extreme position could be deemed to be
well taken, it is manifest that the fiat of a State
Governor, and not the Constitution of the United
States, would be the supreme law of the land; that
the restrictions of the Federal Constitution upon
the exercise of State power would be but impotent
phrases, the futility of which the State may at any
time disclose by the simple process of transferring
powers of legislation to the Governor to be exercised
by him beyond control, upon his assertion, of neces-
sity.

“Under our system of government, such a conclu-
sion is obviously untenable. There is no such avenue
of escape from the paramount authority of the Fed-
eral Constitution. When there is a substantial show-
ing that the exertion of State power has overridden
private rights secured by that Constitution, the sub-
ject is necessarily one for judicial inquiry in appro-
priate proceedings directed against the individuals
charged with the transgression. To such a case the
Federal judicial power extends (Art. III, Sec. 2),
and, so extending, the Court has all the authority
appropriate to its exercise. Accordingly, it has been
decided in a great variety of circumstances that when
questions of law and fact are so intermingled as to
make it necessary, in order to pass upon the Federal
question, the Court may, and should, analyze the
facts. Even when the case comes to this Court from
a State Court this duty must be performed as a neces-
sary incident to a decision upon the claim of denial

of Federal right.”

Chief Justice Hughes takes pains to point out that
“The application of these principles does not fail to
take into account the distinctive authority of the
State. In the performance of its essential function,
in promoting the security and well being of its people,
the State must, of necessity, enjoy a broad discretion.
The range of that diseretion accords with the subject
of its exercise. As the State has no more important
interest than the maintenance of law and order, the
power it confers upon its Governor as Chief Execu-
tive and Commander-in-Chief of its military forces,
to suppress insurrection and to preserve the peace
is of the highest consequence. The determinations
that the Governor makes within the range of that
authority have all the weight which can be attributed
to State action, and they must be viewed in the light
of the object to which they may properly be addressed
and with full recognition of its importance. It is
with appreciation of the gravity of such an issue
that the governing principles have been declared. By
virtue of his duty to ‘cause the laws to be faithfully
executed,” the Executive is appropriately vested with
the discretion to determine whether an exigency re-
quiring military aid for that purpose has arisen.
His decision to that effect is conclusive.”

This, it will be observed, accedes to the Governor
all the rights and functions justly belonging to him
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and to his office. Yet, as Mr. Hughes observes, it
does not follow from the fact that the Executive has
this range of discretion, deemed to be a necessary inci-
dent of his power to suppress disorder, that “every
sort of action the Governor may take, no matter how
unjustified by the exigency or subversive of private
rigcht and the jurisdiction of the courts, otherwise
available, is conclusively supported by mere execu-
tive fiat. The contrary is well established.”

Mr. Hughes is careful to point out that in the pres-
ent instance the Court is not concerned with the per-
missible scope of determinations of military neces-
sity in all their conceivable applications to actual or
threatened disorder and breaches of the peace. As
Mr. Hughes well observes, “fundamentally the ques-
tion here is not of the power of the Governor to
proclaim that a state of insurrection, or tumult, or
riot, or breach of the peace exists, and that it is neces-
sary to call military force to the aid of the ecivil
power. Nor does the question relate to the quelling
of disturbances and the overcoming of unlawful re-
sistance to civil authority. The question before us
is simply with respect to the Governor’s attempt to
regulate by executive order the lawful use of com-
plainants’ properties in the production of oil. In-
stead of affording them protection in the lawful exer-
cise of their rights as determined by the courts, he
sought, by his executive orders, to make that exer-
cise impossible. In the place of the judicial pro-

cedure, available in the courts which were open and
functioning, he set up his executive commands which
brooked neither delay nor appeal. In particular, to
the process of the Federal Court, actually and prop-
erly engaged in examining and protecting an
asserted Federal right, the Governor interposed the
obstruction of his will subverting the Federal au-

thority.” Mr. Hughes then adds that “The assertion
~ that such action can be taken as conclusive proof of

its own necessity and must be accepted as in itself
due process of law, has no support in the decisions
of this Court.”

In conclusion, Mr. Hughes makes the telling re-
mark that “If it be assumed that the Governor was
entitled to declare a state of insurrection and to
bring military force to the aid of civil authority, the
proper use of that power in this instance was to
maintain the Federal Court in the exercise of its
jurisdiction and not to attempt to override it; to aid
in making its process effective and not to nullify it,
to remove, and not to create, obstructions to the
exercise by the complainants of their rights as ju-
dicially declared.” Obviously we have here a whole-

some decision delivered in a wholesome fashion.
——

HE other Texas case involved the validity of
the Texas law regulating the trucking busi-
ness. As remarked by us two weeks ago, this has
been looked upon as the most important controversy
pending before the Supreme Court of the United
States. The Texas law in question, and which has
now been sustained, requires private and contract
carriers to obtain special permits as a condition to
operating motor trucks; it requires private and con-
tract carriers to employ licensed drivers working
not more than a definite number of hours per day;
requires the filing of insurance policy or other
security for the protection of persons or property,
and also schedule of rates and charges. Itmay fairly
be said that the main purpose of the law is to limit
the operations of persons engaged in these private
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businesses in order to aid established common car-
riers by rail or highway transportation.

Within the past number of years the railroads
have felt the keen competition of motor truck trans-
portation to such an extent that their loss in revenue
has in some instances threatened their existence. Of
course, the railroads have felt competition not only
on the part of private and contract carriers engaged
in the business of transportation by motor trucks,
but also the competition by common carriers by
motor trucks. But the latter are within the easy
reach of the regulatory powers of the State, and
therefore the State of Texas directed its regulations
against the private and contract carriers by motor
trucks; first, by regulating the size and weight of
such vehicles, the validity of which was upheld in a
decision rendered by Chief Justice Hughes last year,
and now by regulating those elements which enter
into the profits of the private and contract carriers.
The question raised was how far may a State go in
regulating an admittedly private business, which is
in competition with the business of a public utility,
in order to permit the latter to continue rendering
the service for which it had been franchised.

In the opinion in last year’s case, concerning that
part of the law which related to the size and weight
of motor vehicles, and in which it. was contended
that the law was discriminatory, because it was en-
acted in order to foster the business of the railroads,
Chief Justice Hughes included a statement to the
effect that the State had a right to protect the busi-
ness of established public utilities.

The opinion in the present instance was by Justice
Sutherland, and he said that putting aside all other
questions which had been presented by the plaintiffs
in the case, the Court would confine its “inquiry to
the question whether the statute may be construed
and sustained as a constitutional exercise of the
legislative power to regulate the use of highways.”
In referring to a previous decision of the Court in
which it had held a Florida statute invalid, Justice
Sutherland pointed out that the vice of the statute
was that all carriers for hire, whether public or
private, were put upon the same footing by explicit
provisions which could not be severed so as to afford
one valid scheme for common carriers and another
for private carriers, with the result that until the
separability of these provisions should be determined
by competent authority, they were void for un-
certainty.”

“In the Texas statute,” Justice Sutherland con-
tinued, “no such uncertainty exists. The provisions
intended to be applicable to contract carriers are
distinctly set forth and separately stated, plainly
leaving for determination only the question whether
such provisions, or any of them, are invalid as so
applied.”

The Court pointed out that in examining these
provisions it was not necessary ‘“to determine
whether the operation of trucks for the transporta-
tion of freight under private contracts, carried into
effect by the use of public highways, is a business
impressed with a public interest.” The Court’s rea-
son for arriving at the above conclusion was that
the findings and evidence contained in the record
“conclusively show that during recent years the un-
regulated use of the public highways of the State
by a vast and constantly growing number of private
contract carriers has had the effect of greatly de-
creasing the freight which would be carried by rail-
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roads within the State, and, in consequence, adding
to the burden upon the highways.”

“Certainly,” the Court continued, “the removal or
amelioration of that burden, with its resulting injury
to the highways, interference with their private use,
danger and inconvenience, is a legitimate subject for
the exercise of the State legislative power.”

Turning to the provision of the law which requires
private contract carriers to obtain permits, the
Court said: “Does the required relation here exist
between the condition imposed and the end sought?
We think it does. But, in any event, if the Legisla-
ture so concluded, as it evidently did, that conclusion
must stand, since we are not able to say that in
reaching it that body was manifestly wrong.” In
dealing with that provision of the law which author-
izes the Texas Railroad Commission to prescribe
minimum rates, the Court stated that “this provision,
by precluding the contract carriers from rendering
service at rates under those charged by the railroad
carriers, has a definite tendency to relieve the high-
ways by diverting traffic to them from the rail-
roads.” Finally, Justice Sutherland stated: “We
need not consider whether the Act in some other
aspect would be good or bad. Itisenough to support
its validity that, plainly, one of its aims is to conserve
the highways. If the Legislature had other or
additional purposes, which, considered apart, it
had not constitutional power to make effective,
that would not have the result of making the Act

invalid.”
Zenl

HE Federal Reserve condition statements, as
usual, are for the week ending Wednesday
night, and, accordingly, do not reflect the operations
connected with the large debt payments to the United

States and especially the $95,550,000 paid by Great
Britain which did not come until Thursday. Accord-
ingly, these Federal Reserve figures show compara-
tively slight changes and are devoid of any special

significance. The volume of Federal Reserve notes
in actual circulation shows a decrease this week
from $2,723,666,000 Dec. 7 to $2,713,935,000 Dec. 14,
after having increased last week from $2,692,286,000
to $2,723,666,000. However, the money in circulation
shows a decrease for the week of only §5,000,000. At
the same time, the volume of Reserve credit outstand-
ing, as measured by the bill and security holdings,
shows a decrease in amount of §14,003,000, bringing
the total down from $2,188,349,000 to $2,174,346,000.
This follows a decrease of somewhat over $11,000,000
the previous week. This week’s decrease, like that of
last week, is almost wholly in the discount holdings,
reflecting diminished borrowing by the member
banks. The holdings of acceptances are virtually
unchanged at $33,769,000 as against $33,717,000, and
80 are the holdings of United States Government
securities at $1,850,726,000 as against $1,850,677,000,
though some of the separate items which go to make
up the total of United States Government securities
have undergone some change.

Gold holdings this week show a further increase of
$15,274,000, and this, along with the diminution in
the amount of the Federal Reserve notes in circula-
tion, served to increase the ratio of reserves to lia-
bilities, though the increase in this ratio was not
as large as it would have been, since the deposit lia-
bilities were increased during the week from $2,466,-
816,000 to $2,484,874,000, the bulk of the increase
being due to the growth in member bank reserves,
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which during the week rose from $2,395,484,000 to
$2,424,532,000. As the result of all this, the ratio of
total reserves to deposit and Federal Reserve note
liabilities combined advanced only from 62.9% to
63.1%. The amount of United States Government
securities held as part collateral for Federal Reserve
notes outstanding was increased during the week
from $408,600,000 to $426,300,000. The holdings of
acceptances for account of foreign central banks are
a little lower this week, at $35,911,000 against $36,-
117,000 last week. Foreign bank deposits, however,
with the Federal Reserve institutions dropped dur-
ing the week from $14,010,000 to $10,293,000.
A
IN THE corporate dividend changes this week the
principal one is that regarding the Chicago Bur-
lington & Quincy RR. At an adjourned meeting of
the Board of Directors, held on Dec. 12, no action
was taken on the semi-annual dividend ordinarily
payable about Dec. 26 on the capital stock of the
company, it having been decided not to make any fur-
ther dividends this year. On June 25 a dividend of
3% was paid, and prior to that semi-annunal dividends
of 5% each, or 10% per annum, had been made for a
long series of years. This suspension of dividend
payments in this case carries more than ordinary
significance, since the Burlington & Quincy has
always been one of the staunchest railroad properties
in the country. The stock is almost entirely owned
by the Great Northern and Northern Pacific roads.
The American Ice Co. also suspended dividends on
its capital stock. The Standard Gas & Electric Co.
reduced its quarterly dividend on common from 50c.
a share to 30c. a share; prior to last July the quar-
terly dividend was 871%c¢. a share. The Super Heater
Co. reduced the quarterly dividend on common from
25¢. a share to 1214c. a share. The Bucyrus-Erie Co.
reduced the quarterly dividend on the 7% cumul.
pref. stock from 134% to 1%. The Mackay Com-
panies’ trustees on Dec. 15 took no dividend action on
the 4% cumul. pref. stock. The last quarterly pay-
ment of 19 was made on Oct. 1 1932. The Mountain
States Power Co., a subsidiary of Standard Gas &
Electrie Co., reduced the dividend on its 7% cumul.
pref. stock, payable Jan. 20 1933, from 134 % a share
to 1% a share.
—
HE New York stock market has been without
special feature the present week. It has been
tame and uninteresting, though displaying firmness
outside of special groups like the oil shares, the
steel shares and the copper shares which at times have
manifested a reactionary tendency due to causes
peculiar to themselves. The developments regarding
the Dec. 15 installments on the inter-governmental
debt payments, were watched with great interest
and the action of Great Britain in deciding to make
its large payment of $95,550,000 was received with
much favor and gave strength and firmness to the
course of stock values. On the other hand, the
decision of France to default on its payment of
$19,261,432 was regarded with comparative uncon-
cern, though this carried its own penalty in a sharp
decline of the French franc in the foreign exchange
market, cable transfers on Paris selling down to
3.901% on Dec. 14 and ranging yesterday at 3.9014 @
3.903% against a range of 3.9034@3.9014 on Friday
of last week and a high of 3.91 the early part of the
month. The pound sterling, on the other hand,
showed a steadily improving tendency with the range
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for cable transfers on London yesterday 3.30 1-16(@
3.31 5-16 against 3.2234@3.23 13-16 on Friday of
last week. The general bond market showed an
improving tendency, though some of the government
securities of the countries which defaulted in their
payments due on Dec. 15 moved lower. Grain prices
in the New York market on the whole were well
maintained until yesterday with the December option
for wheat in Chicago ranging yesterday at 4315@4415
against 4415@452% on Friday of last week. The price
of cotton also held up well, the spot price here in
New York being marked up on Wednesday to 6.20c.
and with the price yesterday 6.00c. On the other
hand, the price of copper for delivery in Connecticut
dropped to below 5c¢. a pound and the export price
ruled at 4.85c. a pound. Reduction in crude oil
prices in different parts of the country were also an
adverse feature. Steel production showed further
contraction, the “Iron Age” reporting the steel mills
of the countlv engaged to only 159, of capacity
against 179 the previous week. Not only that, but
the “Age” indicated a further shrinkage as in prospect
and an “almost complete cessation of production of
many steel plants” in holiday week. U. S. Steel pref.
on extensive liquidation was one of the weak features
of the week, this stock closing yesterday at 5814
against 6424 on Friday of last week.

One of the favorable features of the week was the
advance in the municipal bond market. New York
City issues showed a sharp rise on the passage of the
bill at the special session of the New York Legisla-
ture for salary reductions, while stimulus was also
afforded by the readiness with which certain State
bond issues were disposed of and the good prices
realized for the same. Thus New York State dis-
posed of $30,400,000 of bonds running from 1 to 50

years at an interest cost to the State of only 3.0279%,.
The bonds were immediately offered for public sub-
sceription and were likewise quickly gobbled up. A

New Jersey issue for $5,000,000 of unemployment
relief bonds was attended with equal success, going
to a Chase Harris Forbes syndicate at their bid of
100.2279 for 314s. These bonds were also im-
- mediately re-offered for investment and quickly dis-
posed of. Yesterday the State of Illinois disposed of
$20,000,000 414s, for relief purposes, due from 1934
to 1944 incl., to the National City Co. and associates,
at 100.45, or a basis of 4.4297. Orders received in
advance of the formal re-offering on Dec. 17, assured
immediate re-sale of the issue, the bankers indicated.
The stock market on Friday showed somewhat of a
hesitating tendency, but the recessions in prices were
not of any great consequence asa whole. Of the
stocks on the New York Stock Exchange, 22 touched
new low figures for the year the present week, while
9 stocks advanced to new high levels for 1932. Call
loans on the Stock Exchange again remained un-
altered throughout the entire week at 19

Trading was again light, though increasing some-
what as the week advanced and prices improved.
At the half-day session on Saturday last, the sale on
the New York Stock Exchange were 482,705 shares;
on Monday they were 923,370 shares; on Tuesday
734,548 shares; on Wednesday 1,017,684 shares; on
Thursday 1,177,192 shares, and on Friday 916,311
shares. On the New York Curb Exchange the sales
last Saturday were 80,335 shares; on Monday 172,700
shares; on Tuesday 167,122 shares; on Wednesday
220,660 shares; on Thur sday 178,258 shares, and on
I‘rl(lay 150,845 shares.
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As compared with Friday of last week, prices are
only slightly changed as a rule, and generally a little
lower. General Electric closed yesterday at 1614
ex-div. against 1524 on Friday of last week; Brooklyn
Union Gas at 7734 against 79; North American at 29
against 2914; Standard Gas & Electric at 14 against
13; Consolidated Gas of N. Y. at 597% against 5915;
Pacific Gas & Electric at 2914 against 30; Columbia
Gas & Electric at 1614 against 1434 ; Electric Power
& Light at 654 against 7; Public Service of N. J. at
5214 against 5014; International Harvester at 2215
against 2334; J. I. Case Threshing Machine at 4254
against 4334; Sears, Roebuck & Co. at 2034 against
21; Montgomery Ward & Co. at 1415 against 1414;
Wool“mth at 36 against 3634; Safeway Stores at
3914 against 4014; Western Union Telegraph at 3034
against 2934; American Tel. & Tel. at 10755 against
10814; International Tel. & Tel. at 714 against 814;
American Can at 5414 against 5514; United States
Industrial Aleohol at 25 against 2624; Commercial
Solvents at 1035 against 1014; Shattuck & Co. at 914
against 724, and Corn Products at 5324 against 5114.

Allied Chemical & Dye closed yesterday at 8034
against 8134 on Friday of last week; Associated Dry
Goods at 4% against 434; E. I. du Pont de Nemours
at 3815 against 3724; National Cash Register A at
814 against 9; International Nickel at 77% against 8;
Timken Roller Bearing at 1414 against 1414; Johns-
Manville at 22 against 2214; Gillette Safety Razor
at 187% against 18; National Dairy Products at 1734
against 18; Texas Gulf Sulphur at 227¢ against 23;
Freeport Texas at 2434 against 2514; American &
Foreign Power at 7 against 8; United Gas Improve-
ment at 197¢ against 1914; National Biscuit at
40 ex-div. against 39%%; Coca-Cola at 7114 against’
7514; Continental Can at 3914 against 3774%; Eastman
Kodak at 5615 against 5434; Gold Dust Corp. at
15 against 16; Standard Brands at 1514 against 1514;
Paramount Publi‘( Corp. at 2 against 2; Kreuger &'
Toll at 15 against 15; Westinghouse Electric & Mfg.
at 2834 against 28; Drug, Inc., at 3314 against 3334;
Columbian Carbon at 28 against 281%4; Reynolds
Tobacco, class B, at 3014 ex-div. against 2934;
Liggett & Myers, class B, at 57 against 5514; Lorillard
at 1374 against 137¢, and Yellow Truck & Coach at
334 against 314

The steel shares have sagged somewhat and United
States Steel pref. has been weak. United States
Steel closed yesterday at 3014 agsint 3224 on Firday
of last week; Bethlehem at 10} against 1534, and
Vanadium at 12 against 1234. In the auto group,
Auburn Auto closed yesterday at 4734 against 47
on Iriday of last week; General Motors at 1374
against 1324; Chrysler at 1674 against 17; Nash
Motors at 1334 against 1334; Packard Motors at
215 against 214, and Hupp Motors at 214 against

2%% bid, and Hudson Motor Car at 5 against 434.
In the rubber group, Goodyear Tire & Rubber closed
yesterday at 1534 against 1614 on Friday of last week;
B. F. Goodrich at 474 against 51%; United States
Rubber at 414 against 414, and the preferred at 8/2
bid against 81%.

The railroad shares moved lower as a rule. Penn-
sylvania RR. closed yesterday at 15 against 1414 on'
Friday of last week; Atchison Topeka & Sante Fe
at 41 against 423¢; Atlantic Coast Line at 2174
against 2014; Chicago Rock Island & Pacific at 4

against 414; New York Central at 2114 against
2314; Baltimore & Ohio at 914 against 1014; New!
Haven at 15 against 1434; Union Pacific at 72
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against 7274; Missouri Pacific at 334 against 314;
Southern Pacific at 18 against 1814; Missouri-
Kansas-Texas at 534 against 614; Southern Railway
at 52¢ against 614; Chesapeake & Ohio at 2614
against 2514; Northern Pacific at 1514 against
1514, and Great Northern at 874 against 92%.

The oil shares have also declined as a rule, in-
fluenced by the cut in crude oil prices. Standard Oil
of N. J. closed yesterday at 291% against 3114 on
Friday last week; Standard Oil of Calif. at 2375
against 2514; Atlantic Refining at 1574 against 17,
and Texas Corp. at 1314 against 1515. The copper
group has also been weak. Anaconda Copper closed
yesterday at 634 against 8 on Friday of last week;
Kennecott Copper at 8 against 924; American Smelt-
ing & Refining at 1234 against 1314; Phelps Dodge at
434 against 514; Cerro de Pasco Copper at 614
against 7, and Calumet & Hecla at 214 against 274 bid.

RN

RICE trends on stock exchanges in the leading
European financial centers were mostly favor-
able this week, notwithstanding the perturbation oc-
casioned everywhere by the international negotia-
tions on the war debt payments due the United
States Government. The anxiety felt on this account
was reflected mainly in the foreign exchange markets,
and only incidentally in the securities markets. In-
formed European financial circles were inclined to
place more emphasis on the likelihood of negotia-
tions looking toward revision of the debt agree-
ments, than on the immediate payments or defaults.
A fairly good tone prevailed, consequently, on the
London Stock Exchange, the Paris Bourse and the
Berlin Boerse. Official figures on the foreign trade
of the three leading European countries for Novem-
ber were somewhat better than expected and this
also improved the tone of the financial markets.
British Board of Trade returns showed increased
exports and a decrease in the adverse balance of
trade. The German trade balance for November re-
flected an export surplus of 82,000,000 marks, or only
slightly less than the October figure, even though
exports usually contract sharply in November.
French foreign trade improved measurably during
November, imports totalling 2,537,000,000 francs and

exports 1,729,000,000 francs.

The London Stock Exchange was firm in the initial
session of the week, notwithstanding very modest
dealings in securities. The week-end exchange of
notes with the United States on the war debt was
accepted quietly. British funds advanced frac-
tionally, and industrial securities also improved.
The transatlantic list was irregular, owing to un-
favorable week-end reports from New York. Busi-
ness improved in Tuesday’s session, and the cheerful
tone was retained. British funds were in good de-
mand and further small increases were registered.
There were a number of good features in the indus-
trial market, and a better trend also appeared in
the international list. Gains predominated in
Wednesday’s dealings on the London market, but
turnover declined owing to the French and Belgian
Cabinet crises. British Government bonds added
further fractions to their quotations. The list of
industrial stocks held firm, but oil issues declined
as a result of a sharp fall in Anglo-Persian shares.
Anglo-American trading favorites turned soft. In
Thursday’s session British funds reacted slightly,
mainly as a result of a Parliamentary address by
Chancellor of the Exchequer Neville Chamberlain,
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in which he intimated that a substantial deficit may
appear in the current national budget. Industrial
stocks made small gains, and international issues
also improved. British funds declined yesterday on
the London market, but industrial issues were
firm.

The Paris Bourse started the week with a brisk
advance, notwithstanding the war debt debate in
the Chamber of Deputies. The trend was especially
good toward the close, when sharp advances were
recorded in bank stocks and oil shares. The re-
turn of Germany to the General Disarmament Con-
ference was considered a highly favorable influence.
After an uncertain opening, Tuesday, buying of
stocks and bonds was resumed on the Bourse and
small net gains appeared in most issues. Announce-
ment by the Banque de Paris et des Pays-Bas that
the usual interim dividend would be maintained had
a stimulating effect. Prices declined Wednesday,
as the fall of the Herriot Ministry cansed much un-
certainty on the Bourse. Rentes showed the greatest
losses, while bank stocks and industrial issues de-
clined only a little. The favorable tone was restored
in Thursday’s dealings, despite the default by the
Government on its debt installment due the United
States. There was a general feeling that the situa-
tion on the debts would hasten progress toward a
final settlement, and buying of securities reached
substantial proportions on the wave of relief and
optimism. Rentes were substantially better, and
some bank and industrial shares registered im-
pressive gains. The upward trend was resumed in
yesterday’s dealings on the Bourse,

Gains were general on the Berlin Boerse in Mon-
day’s session, as a satisfactory impression was cre-
ated by the week-end decision of the German Gov-
ernment to return to the disarmament conference in
Geneva. The so-called armaments issues were in
greatest demand, advances of 3 to 4 points appearing
in Stocks that might benefit from more extensive Ger-
man armaments. Other securities reflected gains of
a point or two. The tone Tuesday was hesitant.
A weak opening was succeeded by a modest buy-
ing movement, and net changes were unimportant.
Modest movements again prevailed Wednesday on
the Boerse, with business on a small scale. Traders
and investors preferred to await the outcome of the
Cabinet overturns in Paris and Brussels and the
results of the international debt negotiations before
increasing commitments.  Most stocks closed with
small net losses for the session. The tone hardened
Thursday, owing chiefly to the favorable reports
from other financial centers. Turnover improved
only a little, but buying predominated and net gains
were substantial in some stocks. Prices turned soft
in yesterday’s session at Berlin, with the close
especially weak.

e

S ALREADY noted above, of the 11 European
nations due to make payment on war debt
account to the United States Treasury on Dec. 15,
gix paid - their installments and five defaulted.
Those countries which made payment, together with
the amounts involved, were: Great Britain, $95,-
550,000, of which §30,000,000 was principal and $65,-
550,000 interest; Italy, $1,245437, all interest;
Czechoslovakia, $1,500,000, all principal; Latvia,
$111,852, of which $102,652 was interest and $9,200
principal, and Lithuania, $92,386, all interest. The
nations which defaulted were: France, $19,261,432,
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all interest; Poland, $3,302,980, of which $3,070,980
was principal and $232,000 interest; Belgium,
$2,125,000, all interest; Hungary, $40,729, of which
$28,444 was interest and $12,285 principal, and Es-
tonia, $266,370, of which $245,370 was interest and
$21,000 principal.

During the week before the payments were due to
be made, Thursday, there was a further bombardment
of governmental notes, two Cabinets—those of
France and Belgium—resigned, and in European
Parliaments and in Congress international recrimi-
nations in abundance were voiced.

Three of the notes exchanged were issued in con-
nection with the debt payment due from Great
Britain. The third note to be dispatched to Wash-
ington by the British Government since the debt
discussions began, a month earlier, was delivered
to Secretary Stimson in mid-afternoon last Sunday.
The points developed in the note were that Great
Britain wished it to be understood that the Dec. 15
payment was not to be regarded as a resumption of
the annual payments contemplated in the existing
agreement and that the sum paid should be con-
sidered as a capital payment of which account should
be taken in any final settlement. With the assist-
ance of Secretary of the Treasury Mills, Secretary
Stimson sent his reply to London within three hours
of the receipt of the British note. Mr. Stimson stated
that the Executive had no power to amend or alter
the existing debt agreements either directly or by
implied commitment. “Accordingly,” said the Sec-
retary’s note, “it should be understood that accept-
ance by the Secretary of the Treasury of funds tend-
ered in payment of the Dec. 15 installment cannot
constitute approval of or agreement to any con-
dition or declaration of policy inconsistent with

the terms of the agreement.” He assumed, therefore,
that Great Britain was not proposing to make pay-
ment “otherwise than in accordance with the terms
of the funding agreement, but that you are stating
your views as to steps which your Government may
desire to propose subsequently after a re-examination

of the entire problem.” Secretary Stimson empha-
sized again the importance attached by the United
States to maintenance of the original debt agreement
in force, saying that a satisfactory approach to the
whole question would be greatly increased if such
a policy were pursued.

Sir Ronald Lindsay, British Ambassador, delivered
to Secretary Stimson on Monday night the fourth
and final note from his Government. The note,
which was brief, stated that the purpose of the
previous note, under date of Dec. 11, was to explain
the circumstances under which Great Britain had
decided to make payment. Concerning Secretary
Stimson’s reminder that the United States could
not accept payment with conditions attached, the
British note stated: “It was not, of course, the
intention of their note to touch upon any matter
affecting the constitutional position of the United
States Government.” The British Government re-
served the right to recur to the considerations men-
tioned in the Dec. 11 note in the examination of the
whole debt question, namely, that the Dec. 15 pay-
ment was not to be regarded as a resumption of the
annual payments under the existing agreement, and
that it was to be taken into account in any final
settlement. “They would again emphasize,” con-
cluded the note, “the importance of entering upon
that examination without loss of time.”
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The British Government paid in gold. Acting for
the Treasury, the Bank of England earmarked $95,-
550,000 of gold for account of the Federal Reserve
Bank of New York, which earmarked a similar
amount for the former institution. The New York
bank of issue then turned the earmarked gold over
to the United States Treasury, which resold the gold
to the Federal Reserve Bank. The gold earmarked
in London is to be transferred to New York, the
Bank of England paying the freight charges. By
paying in gold the British Treasury passed up the
chance to save about $3,000,000 by turning over
United States bonds at par value, but selling at a
discount, in settlement of the obligation.

Debate on the debt payment was held in the
House of Commons on Wednesday, with leaders of
all parties approving the Government’s decision not
to default. The feature of the long discussion was
a speech by Neville Chamberlain, Chancellor of the
Exchequer. In describing the reasons which per-
suaded the Government to pay, Mr. Chamberlain
said: “Default by the British Government on a
sum it could not truthfully say it was unable to
pay would have resounded all round the world.”
Default, he said, might have “administered a shock
to the moral sense of our people which might have
had a profound effect upon the whole conception of
the meaning of obligations, both public and private,
and the consequences one could only guess at.”

France, in deciding whether to pay the installment
on its debt due last Thursday, had the benefit of
the points brought out in the exchange of notes be-
tween the United States and Great Britain over the
week-end. There had been every indication that
France proposed to follow the course Great Britain
tried to take of making the payment with certain
strings attached. On Dec. 9 the Finance Commis-
sion of the Chamber of Deputies and the Foreign Af-
fairs Commission, by overwhelming votes, agreed to
pay if the United States agreed beforehand to join a
conference for regulation of the transfer. This
course, however, had to be rejected after the con-
tents of the American reply to the third British note
were made public. Premier Edouard Herriot, there-
fore, went before the Chamber of Deputies on Mon-
day and appealed, in a two-and-a-half-hour speech,
for permission to pay the installment. ‘“The head
of this Government,” he declared, “has come before
you to ask you to honor the thing which is more
sacred than anything else—France’s signature.” “If
France does not pay,” he said, “the Lausanne accord
will be crushed.” He contended that the Hoover
moratorium was the cause of all the troubles in
which America’s debtors were now involved. “That
is my interpretation of the Hoover moratorium,”
said M. Herriot. “If the United States did not
wish to concern itself with the problem of repara-
tions, Mr. Hoover should not have become involved
in it. He should have allowed Germany to ask for
the moratorium provided in the Young Plan.”

It was not until early Wednesday morning that
the Chamber of Deputies voted on Premier Herriot’s
proposal to pay. Before the vote was taken M. Her-
riot made another impassioned speech, in the course
of which he asked: “Are you going to interrupt all
possible debt negotiations for 480,000,000 francs
when, recently, you lent 300,000,000 franes to Hun-
gary? Would you destroy, for 480,000,000 francs,
the material and moral means of negotiating? -
What are you going to do? You are going to isolate
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France. What about England? France is going
to ruin her solidarity with her. An accord has been
established. For 480,000,000 francs you are going
to smash it, and, when England has paid America,
do you think the British Government can, for long,
continue its moratorium to France?” The Premier
submitted to the Chamber the text of his proposed
reply to the United States. The proposal asked for
the opening without delay of negotiations looking
toward revision of the debt schedules, stated that
France would ask that the Dec. 15 payment be car-
ried to the account of the new agreement to be
reached and declared that unless a new general set-
tlement of international debts was reached “France
will not be in a position, either in fact or in law,
to undertake further charge of a regime which can-
not be fulfilled in good faith except by the payment
of reparations.”

The proposal by Premier Herriot was defeated by
a vote of 402 against 187, and the Premier and his
Ministers handed their resignations to President
Lebrun within an hour. But before the Chamber
disbanded it adopted, 380 to 57, an alternative reso-
lution, emanating from the Foreign Affairs and the
Finance Committees, declaring that the payment
would be deferred until the United States agreed to
an international conference to revise the debt settle-
ments. The response by Secretary Stimson to the
British Government on Dec. 11 indicated, said the
resolution, that it was no longer possible to believe
that the United States would agree to such a confer-
ence beforehand.. “Consequently,” the resolution
stated, “the Chamber, while awaiting the general
necessary negotiations, invites the Government to

defer payment Deec. 157 M. Herriot’s fears that

Great Britain might call on France for payment of

the installment due under their agreement next
March 15 were rather substantiated on the same day
by Neville Chamberlain in his address before the
House of Commons. He pointed out that Great
Britain would remit completely the debts owing to
it only on the condition that it should, in turn,
receive complete remission, including the Dec. 15 pay-
ment, from the United States. France is scheduled
to pay Great Britain £6,250,000 on March 15.
Secretary Stimson gave to Belgium on Dec. 13 a
note in reply to the Belgian note of Dec. 6 asking
for postponement of the Dec. 15 payment and review
of the debt settlements. Secretary Stimson in his
reply expressed sympathy with the “serious economic
and financial difficulties” which the Belgian Govern-
ment faced, but declared that the United States felt
that the Dec. 15 installment should be paid and that
the President was ready to co-operate with the Bel-
gian Government in surveying the “entire situation.”
With the Seeretary’s note on hand, the Belgian Cabi-
net met on Dec. 13, decided not to pay, drafted a
new note to the United States, and then tendered
its resignation to King Albert. The final Belgian
note was delivered to the State Department on the
morning of Dee. 14 and made public the same night.
This note declared that Belgium, in agreeing to the
Hoover moratorium, had “sacrificed a credit which
was guaranteed to her by the most solemn engage-
ments, and which constituted an essential element
for the balancing of her public finances. This sacri-
fice to which she consented, added to the effects
of the general paralysis of economic activity, has
brought her face to face with the most serious finan-
¢ial difficulties.” These circumstances, said the
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note, prevent Belgium from resuming debt payments,
but a willingness was professed “to collaborate fully
in seeking a general settlement of intergovernmental
debts and of the other problems arising from the de-
pression.”

The default by Poland came after it had sent a
long note to the United States depicting the plight
of Polish finances and the possible consequences to
the Government’s credit and the nation’s currency
if the Dec. 15 payment should have to be made. When
this country declined to accede to the request for
postponement, Poland handed to the State Depart-
ment on Wednesday a final note giving notice of
default. Previously Poland had obtained postpone-
ment, in conformity with the terms of its debt agree-
ment, of the $1,125,000 payment on principal account.
Payment of the non-postponable interest portion,
amounting to $3,302,980 at this time, “would
diminish the gold cover of the currency and might
affect the freedom of gold remittances,” said the
Dec. 14 note, which added that Poland acknowledged
the debt to this country and was willing to discharge
the obligation.

Italy paid on Dec. 15 without ever having formally
requested the United States to postpone the install-
ment due. The Government issued a communique
on Wednesday which stated: “In conformity with
the deliberations of the Grand Council of Fascism
on last Dee. 5, the Italian Government deposited
to-day as payment to the Government of the United
States the sum of $1,245,437 as the total of the install-
ment on the Ttalian war debt to the United States.”
Secretary Stimson delivered to the Czechoslovakian
Minister, Ferdinand Veverka, on Tuesday, a note
similar in content to that dispatched to Belgium.
On the same day announcement was made in Prague
that the Government would pay. Latvia likewise
decided to pay on Dec. 13. Lithuania submitted a
note on Dec. 10 saying it might be forced off the
gold standard if it had to pay, but on Thursday it
supplied the funds due. In a note given to Secretary
Stimson by Ambassador Claudel on Thursday, M.
Herriot explained that his Government had been
overthrown and that he was no longer able to con-
tinue negotiations about the war debts. Poland
already had announced default before the State De-
partment handed it a note in response to the Polish
note of Dec. 8. Dispatches from Washington on
Thursday said that President Hoover was consider-
ing an immediate move to review the debt agree-
ments with Great Britain and the other nations
which paid their installments.

el

BJECT failure of the General Disarmament
Conference in Geneva was narrowly averted

last Sunday, when representatives of five World
Powers signed a formula assuring German return
to the gathering and, as one press correspondent put
it, “providing a reason to hope for actual disarma-
ment.”” The formula will make possible further ses-
sions of the conference, beginning Jan. 31 next year.
Beyond that little seems to have been accomplished,
notwithstanding the understood aim of the conferees
to arrange a preliminary convention embodying at
least some definite results. The formula evolved
by leading statesmen of five World Powers consists
of a four-point declaration, which secured the imme-
diate approval of all the governments concerned.
Point one of the declaration, according to available
summaries, endorses the principle of simultaneous




Volume 135

equality of armaments status for Germany and
security for France. The second point is a simple
statement that Germany will return to the confer-
ence. The third item is a declaration by the Conti-
nental Powers of Europe that they will not resort
to force in the settlement of differences. Point four
declares that the object of the conference is the reduc-
tion of armaments at the earliest possible time.

This formula was drafted last Saturday, after a
week of earnest conversations among the statesmen.
Prime Minister Ramsay MacDonald of Great Britain
presided over the special meeting of the so-called
“Big Five” Powers. He was ably assisted by the
British Foreign Secretary, Sir John Simon. Premier
Herriot presented the French viewpoint until he had
to hurry back to Paris for the Parliamentary debate
on war debts, while his War Minister, Joseph Paul-
Boncour, remained in Geneva throughout the Five-
Power meeting. Baron Konstantin von Neurath,
Foreign Minister of Germany, conducted the conver-
sations for the Berlin Government. Baron Pompeo
Aloisi and Augusto Rosso held forth for Italy. Nor-
man H. Davis was the representative of the United
States. Only the final point in the declaration, stat-
ing that the object of the conference is disarmament,
was signed by Mr. Davis, Geneva dispatches state.
The British, French, German and Italian delegates
speedily consulted their home governments, and
readily secured approval of the declaration, which
was accordingly signed on Sunday.

It is, of course, something of an achievement to
secure the return of Germany to the General Con-
ference, as one grave stumbling block to a real dis-
armament agreement is thereby removed. The
Geneva correspondent of the New York “Herald
Tribune” quoted a delegate who described the
position aptly. “This does not mean the success
of disarmament, but does avoid its failure,” the
delegate is reported to have said. With Germany
safely back in the Conference, arrangements were
quickly made for a meeting of the general commission
of the Conference, Wednesday. The session was a
brief one, characterized chiefly by expressions of
resentment by representatives of the smaller Powers
against what they termed the usurpation of the Con-
ference authority by the private Five-Power meet-
ing of last week. A resolution was adopted adjourn-
ing the Conference until Jan. 31 next, when the gen-
eral commission will resume its sessions.

The long-promised Japanese plan for the redunction
of naval armaments, drawn up for eventual submis-
sion to the General Disarmament Conference, was
made public at Tokio last Saturday. It introduces
a further complication into the already hopelessly
tangled Conference deliberations. The proposal calls
for substantial naval sacrifices by Great Britain and
the United States, and smaller reductions by the
smaller navies of Japan, France and Italy. A naval
ratio of 11-11-8 is suggested, as against the present
5-5-3 ratio of the British, American and Japanese
fleets. Unit tonnages would be restricted sharply,
as follows: Capital ships to 25,000 tons; class A
cruisers to 8,000 tons; class B cruisers to 6,000 tons;
destroyers to 1,500 tons, and submarines to 1,800
tons. Aircraft carriers would be abolished, and
landing decks on warships prohibited. Tonnages of
all capital ships would be restricted to 275,000 for
Great Britain and the United States, 200,000 for
Japan and 150,000 for France and Italy. Prelimi-
nary negotiations are suggested between the five
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leading naval Powers of the world, in order to reach
agreements on auxiliary fleets. As a basis for such
discussions, the world is to be divided into the four
naval regions of the Atlantic, the Pacific, Europe
and South America. These proposals “received no
welcome in Great Britain,” a London dispatch of
Sunday to the New York “Times” said. The sugges-
tions were regarded in the British capital as “bad
and untimely.” In Washington they were unof-
ficially described as ‘“fantistic and impossible of
acceptance.” The State Department was said to
have no intention even of submitting them to the

Navy Department for study.
-

ALTH(,)UGH Cabinets toppled this week in

France and Belgium as a result of the war
debt impasse, as indicated above, the political situa-
tions in these two countries are not likely to change
materially. It is quite possible that governments
similar in most essential respects to the outgoing
regimes will be formed to direct national affairs
in the two countries, Defeat of the Radical-Socialist
Premier of France, Edouard Herriot, early Wednes-
day, by a vote of 402 to 187, was quickly followed
by the usual conferences, in which President Albert
Lebrun sought to learn from all party leaders what
the sentiment of the country might be in the circum-
stances. The large gains made by the Radical-Social-
ists in the recent Parliamentary elections in France
induced the President to turn again to this group,
and M. Herriot was invited late Wednesday to form
another Government. He declined to undertake the
task, however, unless and until he could be assured
of Parliamentary support for his program of honor-
ing France’s word on its international debt engage-
ments. Camille Chautemps, who also is prominent
in the Radical-Socialist councils, was invited Thurs-
day by M. Lebrun to form a Cabinet, and he began
this task promptly. M. Chautemps was Minister of
the Interior in the Herriot Cabinet, and his first
endeavor was to persunade his former chief to accept
a post in the proposed new Government. M. Herriot
declined, however, and the Premier-designate con-
tinued his conversations with leaders of his own and
other parties in an attempt to form a regime based
mainly on the Left Center in the Parliament. M.
Chautemps informed the President yesterday that
he was unable to form a Cabinet, and M. Lebrun
thereupon invited Joseph Paul-Boncour to attempt
the task. M. Paul-Boncour is an independent sup-
porter of M. Herriot and held the war portfolio in
his Cabinet. The Herriot Government which fell
Wednesday was formed June 3 last, to succeed the
(Cabinet of Andre Tardieu.

The Belgian Government headed by Count Charles
de Broqueville tendered its resignation to King Al-
belt, Tuesday, after forwarding a note to the United
States announcing the intention of the country to
default on the payment due Dec. 15. The decision
to defaunlt was attributed in Brussels dispatches to
the influence of George Theunis. Minister of State,
who negotiated the debt settlement with the United
States. King Albert accepted the Cabinet resigna-
tions, but immediately requested Count de Broque-
ville to form a further regime. With this aim in
view, the Premier began consultations Wednesday,
and late reports from Brussels indicate that he will
probably succeed in organizing a coalition similar

to the outgoing Ministry, which took office in
October.
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HE internal political situation in Germany was
approved materially last week by the indefinite
adjournment of the newly-elected Reichstag, which
will not meet again until called by its Fascist Presi-
dent, Captain Hermann Goering. The Parliament
is not expected to reassemble until mid-January.
Just before it adjourned on Dec. 9, the Reichstag
enacted an important bill changing the succession
to the German Presidency, in the event of resignation
or death of the incumbent. The Chief Justice of
the Supreme Court is to succeed to the executive
office under the new law, if an occasion of this
nature arises, whereas under the old law the Chan-
cellor would have stepped into the highest office.
The change is expected to make somewhat less diffi-
cult the selection of Chancellors of the Reich. It is
also believed to have blocked the reported intentions
of some parties to restore the rule of the Hohenzol-
lerns, through appointment of a member of the
former ruling family as Regent by a Monarchist
Chancellor, on a suitable occasion.

In responsible circles in Germany much satisfac-
tion has been caused this week by indications of
serious dissension within the ranks of the National-
Socialists, or Fascists. These followers of Adolph
Hitler have the largest single bloc of Reichstag Depu-
ties, and the aspirations of their leader to the Chan-
cellorship have been a gravely unsettling factor in
the German situation for months. Gregor Strasser,
organizing director of the German Fascists, an-
nounced last Saturday that he would relinquish all
posts within the party, owing to his objections to
the Hitler ‘“rule or ruin” policy and the lack of a
constructive Parliamentary program for the group.
Gottfried Feder, who also is a powerful figure in
the Fascist ranks, displayed similar dissatisfaction
with the Hitler leadership soon thereafter, and
secured “leave of absence.” This revolt, a dispatch
to the New York “Herald Tribune” states, represents
a serious menace to the unity of the party, since it
involves some of the foremost leaders and revolves

_around questions of fundamental principles.

Chancellor von Schleicher gave an indication of
his program, Thursday, in a radio speech to the Ger-
man people. The mission of his Government, he said,
would be confined chiefly to finding work for the
more than 5,000,000 unemployed of Germany. He
denied any intention of setting up a military dicta-
torship, but warned the Communists and other
opponents of the Government that he had an emer-
gency decree prepared in case any “professional dis-
turbers” disappointed his expectations of an orderly
Reich. The “work creation” schemes will be directed
in large part toward repairs of existing industrial
plants and their improvement, he declared, while
50,000,000 marks will be appropriated for coloniza-
tion projects in East Prussia. The economic plans
of former Chancellor von Papen will be continued, he
said, as they offered a “suitable foundation for eco-
nomic development.” In other respects, however,
the military Chancellor asserted that his program
will be purely opportunist, as he is a partisan
“neither of capitalism nor of socialism,” The goal
of his foreign policy, he said, will be to obtain
equality for the Reich within the family of nations.
“T am convinced,” he remarked, “that we have taken
a great step forward through the Geneva agreement,
which gave Germany theoretical equality of status
in armaments.” Alluding to the use of cardboard
tanks in German army maneuvers, General von
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Schleicher declared: “I have always maintained
that we are ready to arm only with knives and
cardboard if our neighbors will do likewise.”
=L
RELATIONS between Italy and Yugoslavia have
never been very cordial, and small incidents
suffice at all times to bring the latent antagonism
between these countries to the surface. The bad
feeling between the countries has again flared into
the open as a result of an incident in the Yugoslavian
village of Trau, where seven stone lions of St. Mark,
symbols of the former Venetian sovereignty, were
destroyed by dynamite, early this month. The occur-
rence shocked all Italians profoundly, and a series
of anti-Yugoslav demonstrations followed in all
parts of the Fascist realm. In a Rome dispatch of
Wednesday to the New York “Times,” it is remarked
that “although the incident is seemingly trivial in
itself, behind it there are forces of tradition, history,
national culture and racial rivalry that give it a
character of extreme seriousness.” Since Yugoslavia
is the military ally of France, Italians always
attribute such unfortunate incidents in good part
to French encouragement, and European amity is
not increased by this complication. The demonstra-
tions in Italy assumed a very threatening aspect
early this week, when crowds gathered before the
Yugoslav and French embassies in Rome. They were
quickly dispelled by police. Premier Benito Musso-
lini finally took formal notice of the incident at
Trau, Wednesday, when he declared in a speech
before the Senate that it indicated a planned antagon-
1sm toward Italy on the part of the dominent Serbian
population of Yugoslavia. A diplomatic protest had
been made to the Belgrade Government, Signor Mus-
solini said. The matter, he informed the Italian
Senate, “has a profound significance to which the
attention of all Europe is called.”
gt
IFFERENCES between the British and Persian
governments arising from the abrupt cancella-
tion by the Teheran authorities of the Anglo-Persian
0il Co.’s concession are to be aired before the Council
of the League of Nations. The Persian Government
indicated its intention of placing the matter before
the League Council in a note delivered to the British
Minister at Teheran, Monday. This communication
was in reply to the British note of last week de-
manding withdrawal of the cancellation within one
week, with reference of the dispute to the World
Court at The Hague as the alternative. Since an
appeal by Persia to the Council would suspend auto-
matically any action taken by Great Britain to bring
the matter before the World Court, London quickly
decided to make an appeal of its own to the League
Council. This was done Wednesday, when Foreign
Secretary Sir John Simon dispatched a telegram
to Geneva asking that the dispute be placed on the
agenda of the Council for early congideration. If the
Persian appeal is received in time, and the Teheran
authorities are ready to present their side of the
dispute, consideration may be given the question by
the Council early next week. The British appeal
invoked Article XV of the League Covenant, which
calls for immediate investigation and conciliation.
Announcement of the British action was made before
the House of Commons, Wednesday, by Captain An-
thony Iiden, Under-Secretary for Foreign Affairs.
The Persian reply to the British ultimatum, as
summarized in a Teheran dispatch of Tuesday to
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the New York “Times,” indicates that the Shah’s
Government feels amply justified in canceling the
company’s concession, and no reason is seen for
withdrawing the cancellation. Referring to the hope
expressed in the British note that the Persian Gov-
ernment will come to terms with the company, the
Persian Government “regrets that it is impossible”
to start such negotiations, owing “to the fact that
the British Government has adopted a threatening
attitude.” It was deemed regrettable that the Brit-
ish Government should continue to encourage by
pressure brought to bear on the Persian Government
the company’s resistance to Persia’s wishes. This
attitude was described in the note as incompatible
with the spirit of uprightness and the desire for
peace which should prevail between members of the
League. The Persian Government, the note added,
therefore believes itself within its rights in bringing
to the notice of the Council of the League the “threats
and pressure” directed against Persia by the British
Government.

The note also listed nine reasons for canceling the
concession. These alleged reasons are: First, that
the original concession was obtained under pressure;
second, the amount of royalty paid to Persia is said
to have been unfairly calculated ; third, it is charged
the Persians have not been permitted to check the
accounts; fourth, no royalty is said to have been
paid during the World War, despite repeated Per-
sian complaints; fifth, the company is said to have
refused to pay its income tax; sixth, alleged reckless
expenditure by the company in other parts of the
world is held to be detrimental to the interests of the
Persian oil industry; seventh, the cost of oil in
Persia is held to be excessive; eighth, the company
is said to have failed fully to exploit its Persian
oil fields, while fields outside have been de-

veloped; ninth, the company is declared to have
refused to send a representative to negotiate last
summer.

—————e

N ITS action on the Lytton report covering Man-
churia, late last week, the League of Nations
Assembly followed its customary practice of “side-
stepping” all important problems on which a definite
stand might offend any major member of the League.
A very brief session of the special Assembly was
held Dec. 9 to act on the Lytton report, and a resolu-
tion was adopted without discussion which simply
passes the whole question of the Sino-Japanese dis-
pute on Manchuria along to the Assembly Committee
of Nineteen. The latter body is to act as a committee
of conciliation, and a proposal is under consideration
for inviting the United States and Soviet Russia
to participate in this task. Even the extension of
this invitation is now in doubt, as the Japanese Gov-
ernment is said to have expressed vigorous objection
when approached on the point through the British
Ambassador in Tokio. If the invitations are ex-
tended to the United States and Russia, it is quite
possible that they will not be accepted. So far as
Geneva is concerned, there is every indication that
the whole Manchurian problem will be buried under
a mountain of League red tape, notwithstanding
strenuous efforts by representatives of smaller na-
tions to secure some definite action. At the General
Assembly, last September, Eamon de Valera, as the
presiding officer, expressed earnest opposition to
this League practice on important problems. He
warned the assembled nations that the League’s
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prestige would dwindle to the vanishing point unless
it displayed some usefulness in settling important
difficulties.

The resolution transferring the Lytton report to
the Committee of Nineteen for consideration was
frankly described in a Geneva dispatch to the New
York “Times” as “designed to save Japan’s ‘face’.”
It instructed the committee “to study the report of
the commission of inquiry, the observations of the
parties and the opinions and suggestions expressed
in the Assembly,” and to draw up proposals to settle
the conflict. “The whole thing was finished in three
minutes,” the report to the New York “Times” adds,
sententiously. It was indicated that the Committee.
of Nineteen would issue invitations to the United
States and Soviet Russia, as the two non-member
Powers chiefly interested, to participate in the task
of conciliation. This proposal, however, was defi-
nitely vetoed by Japan, Tuesday, in a note containing
a number of legal objections. The Committee of
Nineteen met in Geneva, Monday, to examine the
position, and views were exchanged in a private
session lasting three hours. A subcommittee was
named and charged with the task of drawing up a
report containing all major points of view. This sub-
committee is to consist of Foreign Minister Edouard
Benes of Czechoslovakia, Foreign Minister Zulueta
of Spain, Sir John Simon of Great Britain, Rene
Massigli of France, Max Huber of Switzerland, and
Carton de Wiart of Belgium.

———
IPLOMATIO relations between the Soviet Union
and the Nanking Government of China were
resumed, Monday, after an exchange of notes at
Geneva, between Foreign Commissar Maxim Litvi-
noff and Dr. W. W. Yen. Announcement that nor-
mal relations had been restored after a five-year sus-
pension was made by the Soviet official, who said
that the notes he exchanged with Dr. Yen were iden-
tical. Intense interest was expressed in this devel-
opment throughout the world, owing to its possible
bearing on the Manchurian dispute between China
and Japan. Mr, Litvinoff was careful to observe in
his announcement that improvement of Soviet rela-
tions with one country “does not mean worsening of
its relations with another.” There was, nevertheless,
intense disappointment in Tokio, where it was indi-
cated that Japan’s policy toward Russia will stiffen
with possible serious consequences for the future.
Moscow considered the resumption of relations a
triumph for Soviet foreign policy, dispatches from
the Russian capital said. In Chinese official circles
the development was hailed with enthusiasm. Ge-
neva regarded the Soviet Commissar’s statement as
containing a definite bid for United States recog-
nition of the present regime in Moscow. “It is
beyond doubt,” he said, “that the commencement of
the present troubles in the Far East are in no small
degree due to the fact that not all of the States
situated on the shores of the Pacific Ocean have been
maintaining diplomatic relations with one another.”
It is only, he added, when all States maintain rela-
tions with one another “that we shall be able to speak
seriously of international co-operation in the cause
of peace, of international observation of peace pacts,
and agreements, and the creation of universally
recognized and authoritative international organiza-
tions.” The identical notes exchanged by the
officials were confined to a brief affirmation of the

re-establishment of relations.
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HERE have been no changes the present week
in the discount rates of any of the foreign cen-
tral banks. Present rates at the leading centres
are shown in the following table:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS.

Rate in
Effect Date
Dec. 9| Established.

4
?

Pre- Rate in
vious Country. | Effect
Rate. Dec. 9

Couniry.

s
g
s
&

Date
Established.

=
8
S

Austria. ...
Belglum. ..
Bulgaria. . _

Aug. 23 1932 7

Jan. 13 1932| 214
May 17 1932| 914
Aug, 23 1932
Sept. 19 1932

Holland. . .| 214 |Apr. 18 1932
Hungary.-- 414 |Oct 17 1932

4 July 7 1932
June 30 1932
5 May 2 1932
4.38|Aug. 18 1932
May 51932
Sept. 1 1932
Oct. 20 1932
14 |Apr. 4 1932
Mar. 3 1932
Oct. 22 1932
Sept. 1 1932
Jan. 22 1931

Ireland....| 3
Italy..----

o
=
N

Colombia. .
Czechoslo-

vakia.__.
Danzig.___
Denmark - .
England. - _
Estonla. ...
Finland.- ...
France. ...
Germany. _
Greece_ - __

In London open market discounts for short bills
on Friday were 114@13-16, as against 34@13-169%,
on Friday of last week, and 15-16@1549, for three
months’ bills, as against 13-16@74% on Friday of
last week. Money on call in London on Friday was
169,. At Paris the open market rate continues at
174%, and in Switzerland at 1149%.

o

HE Bank of England statement for the week
ended Dec. 14 shows a loss of £83,871 in
bullion and as this was attended by an expansion of
£6,594,000 in circulation, reserves decreased £6,678,-
000. Gold holdings now total £140,305,216, as com-
pared with £121,428 364 a year ago. Public deposits
increased £15,000, while other deposits fell off £18,-
045,756. Of this latter amount £17,960,490 was from
bankers’ accounts and £85,266 from other accounts.
The reserve rato is at 33.319, off slightly from
the prvious week when it was 33.779%; a year ago the
ratio was 26.629%,. Loans on Government securities
fell off £11,595,000 and those on other securities rose
£255,759. The Ilatter consists of discounts and
advances which decreased £67,022 and securities
which increased £322,781. The rate of discount is
unchanged 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. 14. Dec. 16. Dec. 17, Dec. 18. Dec. 19.
£ £ £ £ £

Circulation-.a_____ 372,256,000 363,534,400 372,141,047 371,698,000 384,110,999

Public deposits 8,537,000 12,026,544 6,523,097 9,860,000 11,143,434

Other deposits.....120,659,474 111,517,033 07,774,358 07,582,667 96,211,788

Bankers' accounts 86,201,044 73,337,785 64,204,038 62,065,360

Other accounts- .. 34,268,430 38,179,248 33,479,420 35,517,307

Governm't securities 74,248,740 61,465,906 53,886,247 65,143,855

Other securities__.. 29,788,006 47,081,490 29,124,401 31,195,251

Disct. & advances 11,740,213 12,871,998 5,341,121 10,629,732

18,047,883 34,209,492 23,783,280 20,565,519

Reserve notes & coin 43,049,000 32,893,964 39,175,180 29,034,000 31,391,576

Coin and bullion- -_140,305,216 121,428,364 151,316,227 140,734,339 155,507,575
Proportion of reserve

to liabilities 33.31% 26.62% 37.56% 27.02% 29%

Bank rate 2% 6% 3% 5% 4% %

D W IR

K
e

Sept.
July
Oct.
June
Jan.
Apr.
Oct.
Sept. 21 y
Dec. 3 19 10

Lithuania__| 7
Norway..-| 4
Poland....| 6
6
7

N
o

Portugal .-
Rumania . -

X
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NN
&=

1O 4 O3 00~ ~3 4 =1
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Sweden._..| 34
Switzerland| 2

57,756,855
36,152,615

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

e

HE Bank of France statement for the week
ended Dec. 9, reveals a decrease in gold hold-

ings of 15,196,068 francs. The Bank’s gold is now
83,343,869,565 francs, in comparison with 67,993,-
508,089 francs a year ago and 52,900,460,037 francs
two years ago. Credit balances abroad increased
28,000,000 francs, while bills bought abroad declined
47,000,000 francs. Notes in circulation show a con-
traction of 718,000,000 francs, reducing the total
of notes outstanding to 82,482,473 085 francs. Total
circulation last year was 82,649,580,775 francs and
the previous year 75,298,513,490 francs. French
commercial bills discounted and ecreditor current
accounts gained 107,000,000 francs and 718,000,000
franes, while advances against securities fell 44,000-
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000 franes. The proportion of gold on hand to sight
liabilities is now 77.939,, as compared with 60.179%,
a year ago and 53.779, two years ago. Below we
furnish a comparison of the various items for three
years:
BANK OF FRANCE'S COMPARATIVE STATEMENT.
Changes Status as of-
for Week.  Dec. 9 1932.  Dec. 11 1931. Dec. 12 1930.
Franes. Francs. Francs. Francs.

15,196,068 83,343,869,565 67,993,508,089 52,900,460,037
28,000,000 3,155,090,936 15,778,692,558 6,376,146,450

Gold holdings_ .. _Dee.
Credit bals. abr'd.Inc.
French commercial

bills disecountedalne. 107,000,000
Bills bgt. abr'd._bDee. 47,000,000
Adv. agt. securs._Dec. 44,000,000 125,602 2,835,601,441 2,072,852,310
Note circulation. _Dec. 718,000,000 82,482,473.085 82,649,580,775 75,208,513,490
Cred. curr. acets. _Inc. 718,000,000 24,458,673,381 30,356,880,750 23,080,692,419
Proportion of gold

on hand to sight

liabilities. .. _ _ _ Dee.

2,707,871,676 6,193,760,102 7,044,556,190

8,983,522,267 19,406,701,645

0.02% 60.17%
a Includes bills purchased In France. b Includes bills discounted abroad.
P

HE New York money market was quiet this
week, rates showing no tendency to advance
from the phenomenally easy levels that have pre-
railed for months as a result of Federal Reserve
policy. The heavy turnover of Dec. 15 was ac-
complished without a quiver in any part of the
market. Indicative, in part, of the large amount of
available funds was the heavy oversubscription to
$600,000,000 in Treasury notes and certificates of
indebtedness offered last week. TFigures made public
Monday showed aggregate subscriptions of more
than $10,805,000,000 to these offerings. Call loans
on the New York Stock Exchange were 19, for all
transactions, whether renewals or new loans. In the
unofficial “street’” market, transactions in call loans
were reported every day at 14 to 249,. Time loans
were similarly easy. Brokers’ loans against stock
and bond collateral increased $1,000,000 in the week
to Wednesday night, according to the report of the
Federal Reserve Bank of New York. Gold move-

77.93% 53.77%

ments at New York in the same period consisted of

imports of $17,374,000. There were no exports, but
the stock of gold held earmarked for foreign account
increased $7,117,000. The most important gold
transaction of this week occurred Thursday, when
$95,550,000 was earmarked by the Bank of England
for account of the Federal Reserve Bank of New
York, in consequence of the British debt payment to
the United States Government. On the same day
imports of $4,540,800 were reported, while ear-
marked stocks at the Federal Reserve Bank of New
York increased $1,989,900. The gold report yes-
terday disclosed a net decrease of $11,294,400 in the
earmarked stocks, no exports or imports occurring.
Syt
DEALING 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 has
shown no change this week. Rates are quoted
nominally at 149, for 30 to 90 days, %4@34% for
four months and 3{@19% for five and six months.
There was very little demand for commercial paper
this week until Friday, when dealers reported a sharp
improvement. Quotations for choice names of four
to six months’ maturity are 14@134/9%. Names
less well known are 2%. On some very high-class
paper occasional transactions at 1149, are noted.
IR
HE market for prime bankers’ acceptances has
2 been very quiet. There has been very little
demand in this branch of the money market and very .
little paper available. Rates are unchanged. The
quotations of the American Acceptance Council for
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bills up to and including three months are 149, bid,
349, asked; for four months, 4% bid and }4% asked;
for five and six months, %% bid and 34% asked.
The bill buying rate of the New York Reserve Bank
is 19, for 1-90 days; 1149, for 91-120 days, and 12%
for maturities from 121-180 days. The Federal Re-
serve banks show a trifling increase in theirholdings of
acceptances, the total having moved up from $33,717 ,-
000 last week to $33,769,000 this week. Their holdings
of acceptances for foreign correspondents also de-
creased during the week from $36,117,000to $35,911,-

000. Openmarketrates foracceptancesare as follows:
SPOT DELIVERY.
—180 Days— ——150 Days— —120 Days—
Bid. Asked. Bid. Asked.  Bid. Asked
Prime eligible bills n® % % b4 % %

——90 Days—— ——60 Days —30 Days—
Bid.  Asked. Bid.  Asked. Bid.  Asked
Prime eligible bills. 1% 3% 1% 3%

FOR DELIVERY WITHIN THIRTY DAYS.
Eligible member banks
Eligible non-member banks

THERE 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. 16.

Federal Reserve Bank. Prevlous

Date
Established.

Oct. 17 1931
June 24 1932
QOct. 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

=
8
8

o
=
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STERLING exchange, continuing the movement

which began last week, has taken on decided
firmness. This condition is attributed entirely to
the settlement of the Dec. 15 war debt payment of
$95,550,000 due the United States Treasury. The
international notes and dispatches pertaining to this
transaction are discussed fully in other columns.
In Friday’s trading sterling moved up to 3.31 5-16
for cable transfers, as against the low of 3.1415
touched on Tuesday, Nov. 29. The range this week
has been from 3.243{ to 3.3114 for bankers’ sight
bills, compared with a range of from 3.173% to 3.247%
last week. The range for cable transfers has been
from 3.25 to 3.31 5-16, compared with a range of
from 3.171% to 3.25 1-16 a week ago. Sterling is
only moderately active in the New York market, but
Paris has been a buyer of sterling and seller of dollars
throughout the greater part of the week. At present
there is a rather large amount of sterling buying for
gift transfers to the other side. This is, of course, a
seasonal phenomenon. As noted in greater detail
in another column, Great Britain effected payment to
the United States by earmarking gold at the Federal
Reserve Bank in exchange for a similar earmarking
of gold at the Bank of England to the credit of the
Federal Reserve Bank of New York. The present
statement of the Bank of England does not reflect
this transaction, but in all probability it will be
shown in the statement next week. The Bank of
England instructed the Federal Reserve Bank of
New York to earmark the gold to the eredit of J. P.
Morgan & Co., financial agents of the British
Treasury in the United States. The Morgan house
paid the United States Treasury at once. British
bullion brokers are already arranging for shipment of
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the gold into the United States in small consignments.
Probably a dozen shipments starting on several liners
will be made in the weeks immediately ahead. The
total will amount to nearly 200 tons of gold bars.
On Wednesday the Federal Reserve Bank issued the
following statement relating to the transaction:
“At the request of the Bank of England the Federal
Reserve Bank of New York has arranged to place at
the disposal of the Bank of England on Dec. 15 gold
to the value of $95,550,000, against an equivalent
amount of gold to be earmarked to the account of
the Federal Reserve Bank of New York in London
pending shipment to New York.”

It will be noted below that the Federal Reserve
Bank reported the receipt of $12,939,000 in gold
from England this week. This follows a shipment
of $13,216,000 last week. There is no way of knowing
whether this gold is part of the payment due to the
United States Treasury. It is generally believed that
these shipments represent private transactions and
to some extent transfers of gold by the Bank of
England for the account of European central banks.
The increased firmness in sterling this week is attri-
buted to heavy buying of sterling for French account
in order to cover short positions. It is believed that
the French are now actually long on sterling. It is
estimated in some quarters that French short-term
balances in London have been built up to around
£50,000,000. It is believed that the switch from
dollars to sterling by French interests was only
temporary and came to an end on Thursday. French
balances in New York have been drastically reduced
recently and must now be built up. Neville Chamber-
lain, Chancellor of the Exchequer, in a recent address
in the House of Commons warned that the decline
in the Bank of England’s note reserves by £19,-
500,000, equivalent to the withdrawal for the debt
payment, will probably lead to a rise in bill rates.
The British Government has decided to charge the
debt payment to the budget. There will be no
increase in the British fiduciary issue as a result of
the payment, although the circulation figures of the
Bank of England are expected to show considerable
increases from now until the end of the year. The
increase in circulation is of course entirely seasonal.
Nor will taxation be increased in consequence of the
payment. The present gold covering is largely a
legal fiction, as notes are not redeemable in gold.
The Bank of England carries the figures of its state-
ment as if the pound were fully redeemable at par
of 4.8665. The action of the British Government on
the war debts has caused great satisfaction in all
markets and has turned the attention of many
foreign investors to the London market, still further
enhancing confidence in the pound.

Bill rates show a slight tendency to firmness which
is expected to increase in the coming weeks, with
the result that the Bank of England may be obliged
to raise its rediscount rate before long, though
probably not until some time in the new year. At
present credit is in such ample supply in London
that the monetary authorities are taking steps to
reduce the surplus credit by special buying of bills.
This week call money has been in abundant supply
at 1459, to 349, two-months’ bills are quoted at
1 1-16%, having firmed up from 74% on Wednesday.
Three-months’ bills are 114% to 114%, compared
with 749% to 15-169%,. Four-months’ bills are 124%
to 1 5-16%, compared with 19. Six-months’ bills
are 15-169, to 134%, against 11-16% to 115%.

itized for FRASER
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The Bank of England statement for the week ended
Dec. 14 (the statement is made up as of the close of
business on Wednesday) shows a decrease in gold
holdings of £83,871, the total standing at £140,305,-
216, which compares with £121,428,364 a year ago.
At the Port of New York the gold movement for
the week ended Dec. 14, as reported by the Federal
Reserve Bank of New York, consisted of imports of
$17,374,000, of which $12,939,000 came from Eng-
land, $2,992,000 from Canada, $881,000 from Chile,
$223,000 from Holland, and $339,000 chiefly from
Latin-American countries. There were no gold
exports. The Reserve Bank reported an increase of
$7,817,000 in gold earmarked for foreign account.
In tabular form the gold movement at the Port of
New York for the week ended Dec. 14, as reported by
the Federal Reserve Bank of New York, was as
follows:
GOLD MOVEMENT AT NEW YORK, DEC. 8-DEC. 14, INCL.
Imports. Ezports.
$12,939,000 from England
2,992,000 from Canada
881,000 from Chile
223,000 from Holland

339,000 chiefly from Latin-
American countries

None.

$17,374,000 total
Net Change in Gold Earmarked for Foreign Account.
Increase: $7,817,000.

The above figures are for the week ended Wed-
nesday evening. On Thursday $4,540,800 of gold
was imported, of which $880,400 (additional for
Wednesday) was received from Chile, $2,130,400
from Holland and $1,530,000 from England. There
were no exports of the metal but gold held earmarked
for foreign account increased $1,109,200. The re-
port also showed an additional increase of $880,700
for Wednesday in gold held earmarked for foreign
account. Thursday’s report also showed a gain
through gold held abroad for the Federal Reserve
Bank of New York in the amount of $95,550,000,
this being the gold transferred by England to pay
the instalment of her debt due on Dec. 15 to the
United States. Yesterday there were no imports or
exports of the metal but gold held earmarked for
foreign account decreased $11,294,400.

For the week ended Wednesday evening approxi-
mately $4,168,000 of gold was received at San
Francisco, $3,122,000 coming from Japan and $1,-
046,000 from China. Yesterday $486,000 more of
gold was received from China at San Francisco.

Canadian exchange continues at a severe discount,
though less unfavorable to Montreal than last week.
The improvement is due to the advance in sterling
quotations. On Saturday last Montreal funds were
at a discount of 149%,, on Monday at 149%,, on Tues-
day at 13349, on Wednesday at 13149, on Thurs-
day at 139, and on Friday at 12549,.

Referring to day-to-day rates, sterling exchange
on Saturday last was firm. Bankers’ sight was
3.2514@3.2614; cable transfers, 3.251/@3.2654. On
Monday sterling was dull but steady. The range
was 3.2515@3.27%% for bankers’ sight and 3.2554@
3.27%4 for cable transfers. On Tuesday exchange
on London was firm. Bankers’ sight was 3.243/ @
3.28; cable transfers, 3.25@3.2814. On Wednesday
the firmness continued. Bankers’ sight was 3.27TV /@
3.2914; cable transfers, 3.2734@3.29 11-16. On
Thursday sterling was especially firm. The range
was 3.2874@3.30 for bankers’ sight and 3.29@
3.301% for cable transfers. On Friday sterling moved
still higher; the range was 3.30@3.311% for bankers’

p://fraser.stlouisfed.org/

Financial Chronicle

Dec. 17 1932

sight and 3.30 1-16@3.31 5-16 for cable transfers.
Closing quotations on Friday were 3.301% for demand
and 3.3014 for cable transfers. Commercial sight
bills finished at 3.2934; 60-day bills at 3.2874; 90-
day bills at 3.28%%; documents for payment (60 days)
at 3.28%4, and 7-day grain bills at 3.301%. Cotton
and grain for payment closed at 3.2934.
Lol

XCHANGE on the Continental countries is gen-

erally easier. French francs hold the center of
interest this week owing to the extremely low rates
prevailing. The drop in the franc is attributed largely
to the default of the French Government on the
American war debt instalment. The official state-
ments and important news dispatches relating to the
default will be found on other pages. As noted
above, Paris was a heavy buyer of sterling all week.
It is estimated that French short-term balances in
London have been built up to around £50,000,000.
The French monetary authorities found themselves
obliged to support the franc at various times during
the week. In Wednesday’s trading francs dropped
as low as 3.90 1-16 for cable transfers, the lowest
quotation in the New York market since the franc
was stabilized in June 1928. The Bank of France was
compelled to sell dollars in somewhat vigorous
fashion on Wednesday. At rates current during the
week it would be profitable to import gold from
Paris. Many foreign exchange authorities are in-
clined to think that the rate may be pushed down
to 3.90. Paris 3.92. Thus far no gold seems to have
left France for this side, but shipments are expected
to be made soon. The trade balance is against
France and at this time there is also the usual sea-
sonal pressure. It is believed that there is also some
movement of foreign funds which have previously
sought refuge in the franc away from Paris to other
centers, especially to London. Amsterdam, and New
York. It is estimated in local banking circles that
the Bank of France sold more than $15,000,000 of its
dollar balances during the past week, bringing the
item down to around $55,000,000.

The Bank of France has been depending upon its
dollar balances and upon gold earmarked at the Fed-
eral Reserve Bank to defend the franc, which has been
consistently weak for months owing to a debit bal-
ance of payments. It is generally believed that the
Bank of France earmarkings here have been practi-
cally exhausted. Total earmarkings of all foreign
central banks in New York are estimated at present
to be under $90,000,000. The Bank of France is
expected to do everything possible to avert gold ship-
ments to this side. The total gold holdings of the
Bank of France are now fr. 83,343,869,565, but it is
believed that fully fr. 20,000,000,000 represent foreign
short-term balances in France. In view of the present
unsettled conditions a movement of these foreign
funds away from Paris to other centers is probable.
The Bank of Franc statement for the week ended
December 9 shows a decrease in gold holdings of
fr. 15,196,068, the total standing at fr. 83,343,869,565
which compares with fr. 67,993,508,089 a year ago
and with fr. 28,935,000,000 in June 1928 following
the stabilization of the unit. Belgian francs are ex-
tremely weak.

The weakness in the belga is partly seasonal, but
is also due largely to the close connection between
France and Belgium. The weakness hag in some
measure been aggravated by the default of the Bel-
gian Government in respect of the December 15 in-
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stallment of $2,125,000 due the United States Treas-
ury on the war debt. The National Bank of Belgium
has been supporting the belga for several weeks. The
range of Belgian exchange this week has been from
13.83 to 13.86. Par is 13.90.

German marks of course show no change and quo-
tations are largely nominal, as all exchange operations
remain under strict Reichsbank control effected
through Government decrees. Italian lire are steady
and somewhat inclined to firmness, due to the great
improvement in the financial and business situation
in Italy and to the conservative management of the
Bank of Italy.

The London check rate on Paris closed at 84.72
on Friday of this week, against 82.85 on Friday of
last week. In New York sight bills on the French
center finished on Friday at 3.9014, against 3.9014
on Friday of last week; cable transfers at 3.903%,
against 3.903%, and commercial sight bills at 3.901%,
against 3.9014. Antwerp belgas finished at 13.84
for bankers’ sight bills and at 13.8414 for cable
transfers, against 13.85 and 13.8514. Final quota-
tions for Berlin marks were 23.7914 for bankers’
sight bills and 23.80 for cable transfers, in comparison
with 23.78 and 23.7814. Italian lire closed at 5.1154
for bankers’ sight bills and at 5.12 for cable transfers,
against 5.1124 and 5.1214. Austrian schillings closed
at 14.101%, against 14.101%; exchange on Czecho-
slovakia at 2.9614, against 2.9634; on Bucharest at
0.6014, against 0.6014; on Poland at 11.241%, against
11.24}% and on Finland at 1.42, against 1.4114.
Greek exchange closed at 0.5334 for bankers’ sight
bills and at 0.54 for cable transfers, against 0.55
and 0.5514.

—_——

EXCHANGE on the countries neutral during the

war shows no important change. The Scandi-
navian currencies fluctuate rather widely and are
decidedly firmer owing to the improvement in the po-
sition of sterling. Holland guilders are on average
somewhat stronger this week, as considerable trans-
fers appear to have been made to Amsterdam from
other markets, especially from France. However, the
guilder is easier than it was some months ago, as
seasonal pressure is against Holland. At the same
time money is in such abundance as to be almost
unlendable, so that there is a steady movement of
Dutch funds to other centers in search of profitable
employment. While the guilder is ruling below par,
it is still above the point at which gold could be prof-
itably exported to New York, and frequent small
shipments of gold from Holland to this side originate
in special transactions by Amsterdam interests which
have found it necessary to build up their balances in
New York, which had been greatly depleted during
the flight from the dollar in June and July. The
market was surprised on Tuesday to learn of the re-
ceipt of fr. 16,000,000 in gold in Paris from Holland,
as guilders are strong in terms of francs. The Wall
Street “Journal” said in explanation of the ship-
ment:

“A cabled inquiry to Paris revealed that an inter-
esting and extremely rare type of gold transaction
had taken place. In Paris there is a premium on gold
coin and the public is unable to obtain coin from the
Bank of France since that institution only pays out
bullion, with a specified minimum. At the moment,
it is understood here, there is a surfeit of American
gold coin in Holland and the premium which existed
a few months ago in that country has disappeared.
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“A Paris dealer, consequently, found it was prof-
itable to purchase American gold coin in Holland and
take it to France to be sold at the premium. Pay-
ment is being made in the form of French bars, which
are being shipped from Paris to Amsterdam. In
effect, the transaction amounts to a swap of gold coin
for gold bars between two countries. No gold yet
has actually left France for Holland in response to
the position of the exchange rates, but if the franc
continues weak against the guilder, such a movement
is looked for.”

Bankers’ sight on Amsterdam finished on Friday at
40.18, against 40.16 on Friday of last week; cable
transfers at 40.1814, against 40.1614, and commercial
sight bills at 40.14, against 40.12. Swiss francs closed
at 19.24 for checks and at 19.2414 for cable transfers,
against 19.2214 and 19.2234. Copenhagen checks
finished at 17.1414 and cable transfers at 17.15,
against 19.8414 and 16.85. Checks on Sweden closed
at 18.0714 and cable transfers at 18.08, against
17.7114 and 17.72; while checks on Norway finished
at 17.0714 and cable transfers at 17.08, against
16.7114 and 16.72. Spanish pesetas closed at 8.15
for bankers’ sight bills and at 8.151% for cable trans-
fers, against 8.15 and 8.1514.

MRS

XCHANGE on the South American countries
presents no new features of importance. All
these units are nominally quoted and, as frequently
pointed out here, are laboring under serious diffi-
culties created by moratoriums and exchange control.
Recent dispatches from Buenos Aires state that the
Finance Committee of the Chamber of Deputies
urges the conversion of Argentina’s foreign and
internal debts. The scheme proposes the issuance of
new bonds at the same interest and amortization

rates as the old bonds.

Argentine paper pesos closed on Friday nominally
at 2534 for bankers’ sight bills, against 2534 on Friday
of last week; cable transfers at 25.80, against 25.80.
Brazilian milreis are nominally quoted 7.45 for bank-
ers’ sight bills and 7.50 for cable transfers, against
7.45 and 7.50. Chilean exchange is nominally
quoted 61%, against 614. Peru is nominal at 18.00,
against 18.00.

I

XCHANGE on the Far Eastern countries is gen-
erally firmer. The Indian rupee fluctuates
rather widely owing to the variations in quotations
for sterling, to which the unit is attached at the rate
of 1s 6d per rupee. The currency is firmer this week
because of the advance in the pound. It is estimated
that approximately $400,000,000 gold has been
shipped out of India since England abandoned the
gold standard in September 1931. The Chinese units
are ruling low because of the low quotations for silver.
Silver was quoted in New York this week at from
2534 cents down to 2514 cents an ounce, which is
about the lowest price ever quoted for the metal.
Buying or selling exchange on China is equivalent to
a transaction in silver. Japanese yen are easy and
ruling around the lowest levels on record for the unit.
Par of the yen is 49.85. The yen has been under 21
cents all week until Friday when there was a recovery

to 2114.

Closing quotations for yen checks yesterday were
2114 against 2014 on Friday of last week. Hong
Kong closed at 2154@21 13-16, against 213/@
21 13-16; Shanghai at 28, against 2814@2834; Manila
at 4934 against 4954; Singapore at 38%%, against 37%4;
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Bombay at 25 1-16, against 24 9-16 and Calcutta at
25 1-16, against 24 9-16.
s
URSUANT to the requirements of Section 522
of the Tariff Act of 1922, the Federal Reserve
Bank is now certifying daily to the Secretary of the
Treasury the buying rate for cable transfers in the
different countries of the world. We give below a
record for the week just passed:

FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE
BANKS TO TREASURY UNDER TARIFF ACT OF 1922.
DEC. 10 1932 TO DEC. 16 1932, INCLUSIVE.

|
| Noon Buying Rate for Cable Transfers in New York,

Country and Monetary Value in United States Money.
Unit.

. Dec. 14. | Dec. 15. | Dec. 16.
| .8 $ $
.139437 | .139437 | .139437
.138428 | .138403 | .138421
.007200 | .007200 | .007200
.029612 | .029617
.170466 | .171007

3.287833 3.306833
.014183 2
.039025
237896
005442
401850
174250
051175
.169469
.111710
.030160
.005975
081464

‘Dec 10. | Dec. 12. |Dcc 13.

EUROPE— 3 3 $
Austria, sehilling_.___| .139750 | .139437 I .139750
Belglum, belga- - ..| .138465 | .138478 | .138459
Bulgaria, lev________| .007200 | .007200 | .007200
Czechoslovakla, krone .029616 | .029620 | 029621
Denmark, krone..___| .168392 | .169269 | .168776
England, pound |

sterling_ ._ . ______.13.261875 3.262583 3.267083
Finland, markka_____| .014060 | .014116 J 014166
France, franc_.__..__| .039028 | .039030 | .039033
Germany, relchsmark| .237700 | .237800 | .237800
Greece, drachma___.. 005514 | ,005497 | .005423
Holland, guflder- 401585 | 401608 | 401732
Hungary, pengo 174250 | 174500
Italy, lira___
Norway, kro
Poland, zloty .
Portugul escudo. .| .0
Rumania, leu....... &
Spaln, peseta__._.... e
Sweden, krona. - - .. . .
Switzerland, franc.__.| .192255
Yugoslavia, dinar....| .013400

.029610
170030

1286500
014166
1039014
237914
1005446 |
401817
174250 |
051168
-169176
111810 |
1030150
005975 |
081476 |
179175
1192301
1013400

.174230
.05 .051181
.168269 | .168161
.111810 | .111960
.030160 | .030275
.005975 | .005979
081475 | .081471
.178250 | .178307
.102264 | .192285
.013400 | .013412

.051188

.005’)71
.081475
.130000

| 192341
5 | .013400

A

289166
284166
277187
204583
214375
196250

.196666 | .196250
.195833 | .195416
248250 | .248700
207100 ' .208050
380625 | .381250

.‘1().)('.77
92

.280375
.284375
277343 |
208541 |
213750
199875 |

289791
284791
277968
295208
.214375
197500

-197500

.292916
.287916
| 280037
.208333
215625
| 199062

|
|
.199166 |
.198333 l

291666
286666
.280312
.297916
215625
.198437

.198333
197500
247265
207250
378750

Chefoo tael. ... ...
Hankow tael. .
Shanghal tuel ... ..
Tientsin tael. ... ..
Hong Kong dollar. .
Mexican dollar .-
Tlentsin or Pelyang!

| 287500
2 33

China— i

106502

196666
.195833
.249910
209550
382500

876145
999225
323366
873500

Yuan dollar_ -1

246050
.204500
377500

208 | 860677
0

Japan, yen____
Singapore (S.8.)dollar
NORTH AMER.—
Canada, dollar. -
Cuba, peso. .999225
Mexico, peso (silver).| .323733 | .7 323333 | .323333 |
Newfoundland, dollar ‘8.)7.300 857875 | 857500 |
SOUTH AMER.— |
Argentina, peso (gold) .585835 | .5R58"5 585881
Brazil, milrefs. .. ____ .0 076300 | .071300
Chlle, peso. ... .060250 | .060875
Uruguay, peso- .- 473333 | .473333 | . 3
Colombla, peso .._..' 052400 | .952400 | .9524

860052
999350

250 | 252625

.585835 | .585835
.076300 | 076300
.060250 | 060250
.473333 | 473333
.952400 | .952400

.47333:
.952400

T

HE following table indicates the amount of gold

bullion in the principal European banks as of

Dee. 15 1932, together with comparisons as of the
corresponding dates in the four previous years:

Banks of— 1932. 1931. 1930. 1929,

£
140,734,399

£
121,428,364
320,987,468
1 S

543,948,064
46,089,300,
§9,873.000
60,848,000
75,096,000
73.074,000,
60,964,000
11,433,000

8.015,000
6,559,000

£
England. .. 140 305 lh
France a_. 7
Germany b. 3(»

0
‘30 ’5';'3 000
Italy_ - ..__

Netherlands| ,000
Nat, Belgm 74, 00 000
Switzerland{ 89,166.C00
Sweden ... 11, 1443,000
Denmark __ 7,399,000
Norway .. 8,014‘0’)0

£
151, '!16 227
23,21 3

56,108,000
37,292,000
'37 060,000{ 31,462,000
25,620,000  22.449.000
13,410,000{ 13,359,000
9,560,000] 9,581,000
8,135,000 8,151,000

36, 000
"3 400 1000
18,914,000
13'134,000
9,600,000
8,162,000

806,135,051
805,109,298

212,857
l)f'r 069

856,404,217

1,273,573,172|1,097,327,728
851,627,936

Total week_ 959
1,273,985,61211,071,768,687! 958

Prev. week.

the gold holdings of the Bank of France as reported In the new form
b Gold holdings of the Bank of Germany are exclusive of gold held
e amount of which the present year Is £2,894,550.

o\ The War Debt Muddle and What May

' Come of It.

The end of several weeks of controversy over the
war debt payments due Dec. 15, marked by a parti-
colored exchange of diplomatic notes and verbal
statements, sharp attacks on the attitude of the
United States both in this country and abroad, elab-
orate attempts to explain why the December pay-
ments should be postponed and the debt settlements
revised, and heated discussion of the pros and cons
of the matter in the American and European press,
finds six of the eleven debtor countries with their
payments made and the remaining five in default.
Of the $124,934,421 due, about $25,000,000 has been
withheld. The Herriot Government has gone down
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to defeat in a blaze of oratory which mingled a
brilliant appeal to France to regard its honor and
credit with an attempt to saddle upon the American
Government and Mr. Hoover the primary responsi-
bility for the predicament in which France pro-
fesses to find itself. Congress, bewildered and irri-
tated by a discussion which ranged from sentimental
appeals to legalistic hair-spliting, has shown com-
mendable self-restraint, while Mr. Hoover, having
done much to bring on the unhappy complication, is
reported to be preparing to urge upon Congress ap-
proval for a conference such as the debtor govern-
ments have proposed.

The positions of the various debtor countries show
interesting differences. The Italian Government,
while sharing with other Governments in the feel-
ing that payments under the debt settlements could .
not be continued and that the agreements should be
revised, nevertheless honored itself by paying with-
out further demur. The British Government, hav-
ing failed to convince the Administration that its
payments should be deferred, hastened to explain,
in its note of Dec. 13, that the purpose of the pre-
vious note of Dec. 11 was “to state clearly their
own position” regarding the December payment “and
to explain the circumstances in which they had de-
cided to make that payment,” that “it was not, of
course, the intention of their note to touch upon any
matter affecting the constitutional position of the
United States,” but that they “must reserve the
right to recur” to the considerations set out in the
note of Dec. 11 “in the examination of the whole
question to which the United States Government
have agreed.” The suggestion of default, for which
there was considerable support in public opinion,
was rejected because, as Neville Chamberlain, Chan-
cellor of the Exchequer, told the House of Commons
on Wednesday, “default by the British Government
on a sum which they could not truthfully say they
were unable to pay would rebound all around the
world. It might have been taken as justification
for other defaults. It would have administered a
shock to the moral sense of our people. It might
have had a profound effect on the whole conception
of the meaning of obligation, public or private, with
consequences which could only be guessed at.” In
the cases of Czechoslovakia and Poland, the former
country paying while the latter defaulted, financial
and trade statistics were offered to show that pay-
ment would be difficult or impossible,

The greatest interest, naturally, centered in
France, where from the first the popular opposition
to payment was pronounced, and where it was real-
ized that the fate of the Herriot Government hung
upon the decision of the Chamber of Deputies. M.
Herriot’s great speech, perhaps the greatest of his
public career, was largely devoted to a legalistic at-
empt to show not only that the Dawes Plan and
the Young Plan recognized clearly the inseparable
connection between reparations and war debts, but
that Mr. Hoover also, in his proposal of a mora-
torium on all intergovernmental obligations, had
recognized the existence in fact of the same link in
spite of his specific statement to the contrary, and
that ‘it was Mr. Hoover’s intervention that broke
down” the Young Plan “and put everything back
where it was.”” What will be warmly remembered
here, however, is not M. Herriot’s threshing over
of old straw, but his moving appeal to the Chamber
to preserve the honor of France. “I do not accept
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a payment,” M. Herriot declared, “which does not
take into account the Hoover moratorium. I shall
not cease to defend the rights of France which result
from these interventions which I cited.” But “from
the depth of my personal and my political conscience
I reject” the proposal of default. “I can understand
fully that France and the French Parliament should
feel strongly, but I shall not be the man who will
refuse to honor the signature of France.” To en-
force his appeal, M. Herriot cited the impractica-
bility of making “any definite gesture” now, on the
eve of a change of Administration at Washington,
the effect of non-payment upon American opinion
of France, the prospect of destroying the 1926 agree-
ment and going “back to that terrible discussion
which lasted seven years, during which we argued
without end,” and the international consequences
of a refusal to pay. “In what manner would a man
be received in an international conference who had
failed to respect his contracts? All our defense
against Germany has been based on the ground of
contracts. It is on the sanctity of contracts, and on
that alone, that we must found our policy.”

M. Herriot spoke to ears most of which were deaf
to argument or appeal. By a vote of 402 to 187 the
Chamber, in the early morning of Wednesday, re-
jected the Government motion for payment with
reservations which asked “the opening without delay
of negotiations” looking to revision, and which de-
clared “that while the situation provoked by the
moratorium continues, and unless a new general set-
tlement of international debts is reached, France will
not be in a position, either in fact or in law, to under-
take further charge of a regime which cannot be ful-
filled in good faith except by the payment of repara-
tions.” Fifty of the 137 members of M. Herriot’s
party, the Radical Socialists, deserted him, and most
of the Socialists were found among the 376 members
of Lelt parties who voted against the motion. A mo-
tion prepared by the Foreign Affairs and Finance
Committees of the Chamber, reciting the effect of
the Hoover moratorium and the Lausanne agree-
ment in depriving the debt agreements of their force,
inviting the Government to call an international
conference in conjunction with Great Britain and
other debtors, declaring that “in spite of juristic
and economic considerations” the December payment
would have been authorized if the United States
had agreed to accept a conference, and requesting
the Government to defer payment, was adopted by
a vote of 380 to 57. Mhe Government immediately
resigned, M. Herriot announcing that he would not
again take office. The Belgian Government had al-
ready resigned on Tuesday after refusing to make
the December payment, and its action was used to
strengthen the fervor of opposition in the French
Chamber. As the resolution adopted by the Chamber
of Deputies has not been accepted by the Senate, it
has no legal force, but on Wednesday Ambassador
Claudel informed the State Department that, pend-
ing the formation of a new Cabinet, it would be im-
possible to negotiate further regarding the debt
question.

In this medley of appeal, argument, rejoinder and
acrimonious criticism, one or two points in par-
ticular call for special comment. However partisan
or unfounded the French attack upon Mr. Hoover
may be, it is impossible to acquit Mr. Hoover of a
considerable measure of responsibility for the situa-
tion with which the United States is now faced.
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Doubtless it was not in his mind, when he proposed
a moratorium, to override the distinetion, upon
which the United States has throughout insisted,
between reparations and debts, but neither then nor
in the diplomatic discussion of the moratorium did
he take sufficient pains to insure that the position
of the United States should not be misrepresented.
The declaration of the British Government that the
Lausanne agreement was made with the knowledge
and approval of the United States cannot be lightly
dismissed, especially since Neville Chamberlain re-
iterated it in his speech in the House of Commons
on Wednesday. “The United States Government,”
Mr. Chamberlain said, “indicated also to the British
Ambassador that if the European Powers devised a
reasonable reparations settlement this would be the
best method of approach with a view to revision of
the war debts due the United States. That is an
important matter, because it is justification for
the statement in the recent British note that the
initiative taken by the European Powers at Lau-
sanne was with the cognizance and approval of the
United States.” If, again, as the payment date of
Dec. 15 approached and the program of united
European opposition to payment was disclosed, the
debtor Governments had been clearly reminded that
the decision of Congress against reopening the debt
question must stand, the appeals, which only deep-
ened American opposition at the outset, might have
been avoided. There can be no doubt that Mr. Hoover,
in his recent course in the matter, has encouraged
the debtor Governments to hope that Congress could
be prevailed upon to change its mind.

The “united front,” on the other hand, has tem-
porarily been disorganized. With Great Britain
paying, although virtually under compulsion, and
France going headlong into default, with Italy a
willing payer and Belgium refusing to pay, united
action between the debtor Powers will not be easily
re-established. Even if Congress were disposed to
authorize American representation in a debt con-
ference, it would hardly be likely to approve a con-
ference in which debtors who had not paid presumed
to sit with those who had. The American policy of
dealing with the debtors separately, and opposing
the Furopean suggestion of treating all the debts
as a common obligation in the hope of thereby scaling
them down at the expense of the United States, has
been greatly strengthened by the Anglo-French rift
and the divergent course of the other Powers.

The situation of France, irritating as it is to this
country, calls at the moment for regret rather than
anger. There is no reason to fill the air with de-
nunciations of French unfaithfulness or to talk of
reprisals, for the penalties which France has brought
upon itself are serious enough. It was M. Herriot
who reminded France of the obligations of national
honor, of the need of fulfilling its contracts if it
expected to hold other nations to theirs, of the peril
of breaking with Great Britain, and of the reper-
cussions which default would have among France’s
creditors. “France is a debtor,” he warned the
Chamber of Deputies, “but she is also a creditor. I
have here a list of our debtor countries—China,
Hungary, Rumania, Germany, Bulgaria, Poland,
Turkey, Chile, Yugoslavia and more. SR ke
care that you do not compromise some interests in
trying to safeguard others. Do not look at this
problem only from the point of view of France and
America.” In the political sphere, the French de-
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fault has heartened the determination of Germany
to rid itself of every remaining restriction imposed
by the peace treaties; in the financial sphere, it has
placed France in the class of those who do not pay
their debts when they can, and impaired the posi-
tion of Paris as an international financial center.
The American people can afford to wait, in patience
and silence, for the day when the France for whose
salvation America sent two million of its sons shall
be of a better mind.

The Christmas Season.

In the silence of our hearts, if only for a season,
we listen again and joyously respond to the musical
shouting of the heavenly host, “Peace on earth, good
will to men!” which announced to the Jewish shep-
herds nineteen hundred and thirty-two years ago the
arrival on earth of the Prince of Peace. These same
divine messengers have given assurance to mankind
in innumerable ways that His star should be forever
in the ascendant. Will any then despair?

Even all those in distress, whether of mind, body,
or estate, summon to themselves a new strength and
cheerfulness lest the shadow of despondency do
aught to mar the general good will. The stout-
hearted and the more fortunate among us, remem-
bering the troubles and anxiety which beset the
world at all times no less than in these present days,
move about their affairs with a serenity born of
innate kindliness, neither “elated while one man is
depressed,” nor yet “cast down while another is
blessed.”

By disinterested concentration, guided by love for
any subject, having no fear of loss and no desire for
gain, one may come to know the essence of any
matter. Hearts thus enlightened with knowledge
of world trends understand that when Christmas
time comes round again the world-wide business de-
pression with all its disheartenments shall have
passed into history.

It is good for one short period in the year to halt
in our strivings, toils and preoccupations to breathe
an atmosphere of general good will and to realize in a
spirit of festivity the vital importance of kindliness
in furthering human knowledge and accomplishment.
The season makes us forget self and comprehend our
mutual interdependence. The great need the lowly;
the lowly need the great. Let us give where we can
and as far as means will stretch beyond our own
walls. How may we know, how can we tell, perhaps
Lazarus is passing by. Dives is to be pitied not
80 much because he so often passed the leper at his
gates, but because he never knew that all are finally
of one common clay and all in essence eternal and
divine. Now we do know, and on the birthday of
the Prince of Peace will heed his injunction: “Inas-
much as ye have done it unto one of the least of
these, my brethren, ye have done it unto me.”

A smile is a little thing, but behind the veiled
mysteries that shroud each life your very smile may
crystallize for the unknown passerby into a precious
stone, with a new name written therein. Your look
of good will may change a destiny by casting light
into a melancholy soul.

Whatever softens the hearts and strengthens the
minds of men tends toward freedom and truth, and
gives great impetus to economic progress and human
welfare. The Prince of Israel pointed the road in
this direction, the highroad of kindness. Tt requires
neither creed nor-doctrine to understand that He
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taught the immensity of the power of the human
spirit and its eternal existence. We do not grasp
His teaching, nor can it be grasped until hate, envy,
fear, prejudice and ignorance are banished by love,
truth and courage. Our lives are short and care-
ridden. When these principles are comprehended
our lives will still be short, for our days are num-
bered, but they will be full of power.

Christmas, the great day of gladness, the most
special day of praise and adoration, is by universal
acclaim dedicated to the good and glory of our com-
mon humanity. Kindness, overshadowing every-
thing, rules the season. The whole world refrains
from injuring, strife ceases, embattled forces de-
clare armistice, confronted enemies share comforts
and gifts. The Christmas season, with its upwelling
of the gentler qualities, is conspicuously a time of
rebirth among men. Countless are the resolves of
benefactors which, put into execution at this time,
have lifted tragic burdens from weary souls and set
young feet upon the path to achievement and use-
fulness.

Intellect combined with action, working for the
aggrandizement of the individual self, has accom-
plished wonders in the enhancement and ameliora-
tion of life, subjecting all the powers of nature to
the service of man. The intellect knows no bounds
in heaping up for mankind wealth, convenience and
comfort. Thought is great, yet all its gifts are
transient. But life measured by the heart is tran-
scendental, rising above the common notions of men,
enriching the body and making sacred the creature
comforts through the power of the spirit. Christmas
is the day of the heart. We stop our labors, our
studies, our plans, and give full sway to kindness
and self-forgetfulness.

One is loth to think that the spirit of Christmas
will be entirely submerged in a few short hours. The
aura of the day does not pass away entirely. Some-
thing adheres, something accrues from year to year.
IFor down the centuries can we not discern a grow-
ing compassion, which spreading little by little into
the hearts of men, finds in the generosity and kind-
ness to which Christmas is dedicated an ever greater
part in the governance of men.

Rail and Highway Transportation Problem Fast
Becoming a Universal Perplexing Question.
For several years past the Argentine railways

have been in a virtual state of collapse, due not only
to losses of traffic brought about by the general
business depression, but principally to unfair and
unfettered motor competition. In order to alleviate
the situation the Government has framed a bill
for the purpose of placing transportation by railway
and highway on an equal footing, and has sent it to
the Argentine Congress with the hope that it will
receive legislative sanction with as little delay as
possible.

The preamble to the bill reviews the growth and
development of motor traffic on the highways in
Argentina, emphasizes the serious losses which the
railways have sustained by competition from outside
agencies, and refers to the measures which have been
adopted in the United States, Great Britain, Ger-
many and other countries to control and regulate
motor transport enterprises. It states that the Ar-
gentine Government considers the time to have come
when similar action should be taken in that country
to prevent the unnecessary and wasteful duplication
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_ of services and eliminate competition which is detri-
mental all round.

The main provisions of the bill are follows:

Article 1. Persons or companies proposing to effect the
transport of passengers or freight for account of third par-
ties between the provinces or between these and the capital,
or in the national territories or other places under Federal
jurisdiction, must obtain a concession from the Government
through the Director-General of Railways. The maximum
duration of such concessions shall not exceed 10 years, and
shall not be renewed or transferred without Government
authority.

Article 2. Provisional governments or municipalities may
regulate the traffic of passengers and freight within their
jurisdiction, but such regulations shall not affect inter-
provincial traffic coming under the proposed law, and in no
case can road transport companies be subject to more than
one authority.

Article 8. National road transport concessionaires will
be exempted from paying provineial or municipal taxes, pro-
vided they pay for the upkeep of the roads.

Article 4. In considering applications for concessions, the
Director-General of Railways shall satisfy himself in regard
to the following points:

(a) The necessity and public utility of the proposed serv-
ice in the district concerned; and whether it can be ade-
quately served by the existing means of transport or by
improvements in these.

(b) The necessity for safeguarding the present and
future efficiency of the transport services in the district and
avoiding the duplication of services if contrary to public
interest.

(¢) The possibility of co-ordinating existing transport
methods with motor transport.

Article 5. Passenger and freight rates must be submitted
to the Director-General of Railways for approval.

Article 6. Road transport companies must accept and
carry any cargo offered them in accordance with the Com-
mercial Code governing public carriers, and accord their
employees the same advantages as granted by the railways.

Article 7 deals with health and safety regulations, and
lays down rules for the maintenance and preservation of
roads.

Article 8 requires that all applications for concessions must
be accompanied by a guarantee of not less than 20% of the
initial capital, which shall be deposited in advance.

Article 9 defines the obligations of road transport com-
panies as follows:

(a) To accept the transport of all passengers and freight
offered to them without any preference in regard to time
or place.

(b) They must not charge any tariff which differs from
the approved rate, and receive payment only in cash or
checks through accredited banks.

(¢) Not to give preferential treatment to any client with-
out the permission of the Director-General of Railways.

(d) To effect the transport by the routes and at the speed
authorized by the Director-General of Railways.

' (e) To supply the Director-General of Railways with all
statistical information.

Article 10 establishes that funds voted for the construc-
tion of roads shall be preferentially employed on roads which
converge on railway stations or ports.

Firms or individuals, acting as their own carriers, are
exempted from the scope of the bill; but any persons or con-
cerns already carrying on public transport services of any
nature, which would bring them within the provisions of
the proposed scheme, will be allowed a period of 90 days
within which to apply for licenses, and will be given prefer-
ence over other applicants.

In spite of the fact that both Houses have a ma-
jority favorable to the Government, it is stated that
the bill is certain to encounter resistance from the
Socialists and others influenced by the private con-
cerns which have acquired what virtually amounts
to a monopoly of highway transportation.

Attention is directed to the urgency and justice
of the proposal and the administration is commended
for drafting a scheme which is certain to arouse the
opposition of powerful vested interests with a strong
popular appeal and capable of exerting considerable
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political influence. It indicates that the Govern-
ment is fully alive to the position of the railways, not
unmindful of the vital part they have played in the
progress and development of the country, and desir-
ous that their just rights and prior claims shall be
properly safeguarded.

Can New England’s Railroads Survive?

Does the proposal made by a member of the Inter-
State Commerce Commission that there be a consoli-
dation of all New England railroads into a single
non-competing system—thereby shutting the door
permanently to Trunk Line penetration—really
represent the opinion of intelligent New England ?

Would such a merger, or a merger of the New
Haven and the Boston & Maine railroads adequately
meet the present transportation situation, or would
it prove to be an irretrievable error in judgment—a
body-blow to the New England transportation and
involve tremendous loss to savings banks, insurance
companies and all other owners of securities of those
railroads?

What is to become of the New England railroads
when a very large percentage of their short-haul traf-
fic is lost for all time?

These are all crucial questions, if one stops to
determine a broad transportation policy for the
future.

A unique proposal to aid the New England carriers
comes from the Rhode Island Commission of Foreign
and Domestic Commerce, following a comprehensive
survey of the entire rail situation in the northeastern
States, and has the approval of various authorities
as offering relief from operating losses and affording
the opportunity to reduce capital structures.

It states that there are about 8,000 miles of rail-
way in New England, with a total investment in road
and equipment, 1929, of $995,632,011, or $120,000 per
mile. This mileage consists of a network connecting
up hundreds of industrial cities and towns, a large
percentage of which was built up 50 years ago to
handle the large volume of short-haul traffic which
now has gone to the public highway. The Rhode
Island Commission estimates that one-fourth of this
mileage has already been rendered unprofitable by
truck competition.

Placing a present-day valuation of $100,000 per
mile on this obsolete trackage, represents $200,-
000,000 of obsolescent property, upon which, under
present-day conditions, the railways earn little or
no return. Since the roads are supposed to earn 5%
on their investment the Commission points out that
the result is to add $10,000,000 a year to freight
charges in New England for the support of lines
producing practically no revenue. If this $10,000,000
a year is not earned, there must be higher rates on
traffic moving over the 6,000 miles of railways that
have a productive value. If the tariffs of the pro-
ductive roads are burdened by added charges, it is
claimed that they cannot compete with trucks in
many instances, and they are confronted with the
loss of still further business from the growing com-
petition of motorized traffic. To hold or recapture
such traffie, it is pointed out that lower, not higher,
rates than those now obtaining must be charged.
Lower rates can be effected only by liquidating in
some manner the $200,000,000 investment in obsolete
road and equipment.

To overcome this situation it has been suggested
that the short line railroads made obsolete by the
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truck can be transformed into new use, The rail-
roads themselves might under National and State
authority abandon branch lines for railway purposes
and transform them into hard-surfaced roads for
trucks. The railway owning them could, by law,
be given exclusive use of the new highways for their
own trucks, with privilege of charging toll to other
trucking companies or company operating trucks.

The cost to the several New England States for
the construction of a modern highway suitable to
carry the loads of heavy duty trucks averages up-
wards of $65,000 per mile, not including cost of
right of way. Including right of way, the capital
outlay of a new highway would approximate
$100,000 a mile. As the cost of transforming a rail-
road right of way into a modern highway should not
exceed $30,000 a mile, the States, without economic
loss, could probably purchase these obsolete branch
lines from the railways at $70,000 per mile.

By sale of these branch lines to the States in
which they lie, it'is claimed that the railroads would
thus be able to secure approximately $70,000 a mile
and so recover a substantial portion of their invest-
ment therein. Some of this railway mileage would
probably not represent a value in excess of $85,000
a mile.

The benefits of transforming say 2,000 miles of
obsolescent railway lines into 2,000 miles of modern
hard-surfaced roads would be that New England
would have a series of short-line arterial highways
with low grades for the exclusive use of heavy duty
trucks. This would relieve congestion on existing
State highways, and by means of reasonable tolls
these trucking highways would be self-sustaining and
thus would be a direct saving to taxpayers.

New England banks, savings institutions and pri-
vate investors would salvage in whole or in part the
$200,000,000 investment now locked up in obsolescent
non-productive property.

The New England railways could reduce their
present valuation from approximately $900,000,000
to $700,000,000, and by so doing they could charge
lower rates on the 6,000 miles of road having an
operative value.

Lower rates would enable the New England roads
to retain a larger proportion of the traffic now going
to the truck. Itis essential that if the New England
roads are to survive that measures be adopted to
stem the great loss of traffic to the trucks ; a loss
growing more ominous with time. On the other hand,
the railroads would find immediate relief in the
reduction of their valuation to approximately $700,-
000,000. On this basis of capitalization they could
reduce freight rates and still show better returns on
the investment. The Rhode Island plan contem-
plates the consolidation of the remaining 6,000 mileg
in a general transportation system for New England
to become an integral part of the Inter-State Com-
merce Commission’s plan for four Eastern systems
with necessary connections with the Chesapeake &
Ohio, Pennsylvania, Nickel Plate, New York Central,
and Baltimore & Ohio. Tt is naturally expected that
this proposal will be placed before Chairman Coo-
lidge’s National Transportation Commission for
consideration.

Electrified Railways,
At present the total route mileage of the railways
of the world is approximately 780,000 miles, of which
only 11,318 miles, or about 1145 %, are electrified. In
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the United States there are over 250,324 route miles
of railways, with 2,055 miles, or 0.8% electrified. In
Switzerland the total route mileage is 3,746, of which
1,542, or 41.2% of the total is electrified. Similar
Percentages representing electrified mileage in
Great Britain and France are 1.9% and 3.1%, re-
spectively,

The accompanying table shows the total route
mileage of the railways in 81 of the more important
countries, together with the number of route miles
electrified in each country:

Total
Route
Mileage.

250,324
4,834

Route Per
Mileage Cent
Electrified.| Electrified.
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Union of Soviet Republics
Union of South Africa,
United Kingdom
Venezuela
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682,664
* Indicates less than one-tenth of one per cent.
Although considerable satisfaction can be derived

from the fact that the United States has not lagged
behind other countries in developing railway electri-
fication, the fact remains that relative to steam, elec-
tricity has made little progress in this country. It
may be worth while, however, mentioning a few gen-
eral facts regarding some results attained by elec-
trification.

In 1915 and 1916 the Chicago Milwaukee St. Paul
& Pacific inaugurated complete electric operation
over the Rocky Mountain Division between Harlow-
ton, Mont., and Avery, Idaho, a distance of 441
miles. Between 1919 and 1927, the Coast Division
was similarly electrified between Othello, Tacoma
and Seattle, all in the State of Washington. This
added 220 miles of route mileage.

During the year 1930, the Cleveland Union Termi-
nals Co. and the Delaware Lackawanna & Western
RR. brought their electrification into service. The
Pennsylvania added considerably to its electrie
suburban facilities at Philadelphia, besides working
extensively on its new main line electrification.
Briefly stated, this includes the lines from New York
to Washington, and from Trenton, Philadelphia and
Perryville to the Susquehanna River. Much progress
has also been made on the line between Sunnyside
Yard, Long Island, and Manhattan Transfer, New
Jersey. Construction work is also in progress be-
tween Manhattan Transfer and New Brunswick.
In February 1931 it was announced that the whole
program on main line electrification would be accel-
erated for completion between New York and ‘Wash-
ington within about two and a half years instead
of four.

The New York Central and the Reading have been
working on projects known as the West Side electri-
fication, and the Philadelphia suburban electrifica-
tion, respectively. The Reading’s work is practically
completed,




Volume 135

In spite of the fact that the degree of electrification
of the railways in the United States is extremely
small, this country has by no means neglected elec-
trification. Even in comparison with Switzerland
and Italy, which are frequently held up as models,
the comparative record of achievement is not unsatis-
factory when all circumstances are considered.
Switzerland has indeed an enormously greater per-
centage of electrification than the United States, but
this is due largely to the situation of the country, in
that electrical energy is readily available from water-
power sources, while all fuel must be imported.

It has been stated that the economies accruing
from electrification in this country range from 18 to
329% on capital costs. These economies at first
sight appear to be very large, but they are relatively
small in relation to the total operating costs of the
railways. Norwegian and Swedish electric railways
appear to have given complete satisfaction from
an economic standpoint, as evinced by the fact
that the electrified sections are being greatly
extended.

From a technical standpoint it has apparently
been most difficult to arrive at any general conclu-
sions. An examination of the existing electrified
railways in the several countries shows a bewildering
diversity of systems. The lack of co-ordination on

the part of electrical engineers to arrive at definite
conclusions from the technical aspects of railway
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electrification is one of the primary reasons for slow
general development. There are certain specific
applications that are more favorable to the electric
railway than the steam, namely, in suburban lines,
operation of terminals in large industrial centers,
and in tunnels. The Long Island and Pennsylvania
railroads sufficiently exemplify the first case. The
New York Terminals provide the best example of the
second, while the tunnels in the Alps mountains in
Switzerland could hardly have been operated with
steam locomotion alone. A further interesting point
lies in the fact that our railroads have taken steps
to meet the competition of long-distance motor bus
services in a very striking manner.

This country, like many others, is faced with the
necessity for deciding whether it would be justi-
fiable and desirable to expend hundreds of millions
of dollars on an extensive railway program. There
are a number of advantages which would obviously
accrue, i.e., reduced operating costs, improved train
speeds, reduction of atmospheric pollution, improve-
ment in labor conditions, and improvement of termi-
nals. All these must of necessity be balanced against
capital costs. To the layman, the present industrial
depression and the consequent unemployment may
appear to be the ideal moment for making the change
from steam to electricity, but in such consideration
the financial and technical aspects of the situation
must prevail.

Gross and Net Earnings of United States Railroads for the
Month of October

Encouraging features in the returns of earnings
of United States railroads have been rare during the
last three years, or since the autumn of 1929. It is
gratifying to find that at least one favorable feature
is now coming into evidence, Curtailment of operat-
ing expenditures has reached a point where the reduc-
tions in expenses are almost equal to the further fall-
ing off in gross revenues, notwithstanding that this
further contraction in gross revenues (resulting from
the further shrinkage in traffic of course) continues
to be of large proportions. The change for the better
was first noted in the results for September and is
still more pronounced in the figures for the month
of October which form the basis of the compilations
contained in the present article. In September a
shrinkage of $77,612,781 in gross revenues as com-
pared with the year preceding was attended by a
reduction in expenses, not including taxes, of $68,-
552,173, leaving a loss in net of only $9,060,608, or
less than 10%. Now, for the month of October a
contraction of $64,475,794 in gross earnings has been
offset to the extent of $60,897,373 by a diminution in
operating expenses, leaving the loss in net only
$3,578,421, or only about 314 %.

While the saving in the expense accounts is to
be hailed with satisfaction, it is obviously only a
negative favorable feature so long as gross revenues
continue their downward descent, and in this latter
respect there is the same absence of improvement as
in all other months during the last three years. Not
only are there no signs of any change for the better
in this latter respect, but the record of losses con-
tinues uninterrupted. The further losses are of large
dimensions, as appears from the figures already cited
for the months of September and October, though
the fact should not be overlooked that the roads the
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present year labored under the disadvantage of hay-
ing had one less working day, October 1932 having
contained five Sundays, whereas the month in 1931
had only four. On the other hand, it should be
remembered that in the case of October the shrinkage
in earnings began away back in 1929. A small de-
crease then appeared, and with each succeeding year
since then new decreases have appeared, and, accord-
ingly, we have a cumulative record of losses that is
without a parallel in the past history of the railroads
of this country. For October 1932, we have already
seen, the decrease was $64,475,794, and this came
after $120,136,900 decrease in October 1931; $125.-
569,031 decrease in October 1930, and $9,890,014 de-
crease in October 1929. The result of these heavy
shrinkages is that the gross revenues for October
1932 are down to $298,076,110, whereas in October
1929 the amount was $617,475,011. In other words,
the gross for 1932 was less than half that of the
month in 1929, only three years ago. The same re-
mark applies with regard to the net earnings. On
account of the big saving in expenses the further de-
crease in 1932, as already pointed out, was only
$3,678,421, but this followed a diminution in the net
in October 1931 of $55,222,527; a diminution also of
$47,300,393 in 1930, and a diminution of $12,183,372
in 1929. As a consequence, the net for October 1932
(before the deduction of the taxes) is down to $98;-
336,295, whereas for October 1928 the amount was
$216,519,313. When traffic and gross revenues once
more recover the gains then accruing in the gross
earnings ought to appear in large measure as gains
likewise in the net. For the present, comfort is to be
derived from the fact that the new losses in the gross
are being so largely offset by a lowering of the
expense accounts.

- -
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Month of October— 1932. 1931. Inec. (+) or Dec. (—).
Miles of road (166 roads) 242,031 242,024 +7 +0.01%
Gross earnings...o.oeeee..._ $208,076,110 $362,551,904 —$64,475,794 —17.78%
Operating expenses 199,739,815 260,637,188 —60,897,373 —23.37%
Ratlo of expenses to earnings_ _ 67.01% 71.89% —4.88%

Net earningsecee e ceeaeeaa. $98;336,205 $101,914,716 —$3,578,421 —3.51%

The fact that the losses in the gross revenues con-
tinue unabated testifies unmistakably to the in-
tensity of the business depression from which the
entire country has been suffering so severely. During
the whole of the last three years a business depres-
sion has been carrying the industrial activities of
the country to lower and still lower depths until now
it can be positively affirmed that nothing to equal
it is to be found in the past history of America. The
evidences of this business depression are to be found
on every side and in all parts of the country, the same
as heretofore. We naturally begin with the statistics
of automobile production, for there business pros-
tration has found its acutest manifestation. In Octo-
ber the present year the output of motor vehicles
in the United States was only 48,934, against 80,142
in October 1931 ; 154,401 in October 1930 ; 380,017 in
October 1929, and 397,284 in October 1928, from
which it will be seen that the 1930 output was only
a little more than oneninth of what is was four
years ago.

Other statistics tell the same story of a shrinking
volume of production, almost to the vanishing point.
Next to the automobile figures the iron and steel
statistics furnish perhaps the most striking instances
of continued bad times, to a degree and to an extent
never known before. In October the present year
the make of iron in the United States reached only
644,808 tons, in comparison with 1,173,283 tons in
October 1931; 2,164,768 tons in 1930 ; 3,588,118 tons
in October 1929, and 3,373,806 tons in October 1928.
The production of steel ingots was no more than
1,068,550 tons in the month the present year, against
1,590,180 tons in October 1931; 2,692,539 tons in
October 1930; 4,534,326 tons in October 1929, and
4,649,968 tons in October 1928.

The statistics regarding the mining of coal, in their
turn, also offer testimony to the all-pervading char-
acter of the industrial depression.. The quantity of
bituminous coal mined in the United States footed
up only 32,677,000 tons in October 1932 as against
35,700,000 tons in October 1931; 44,150,000 tons in
October 1930, and 52,174,000 tons in October 1929.
The output of Pennsylvania anthracite was 5,234,000
tons in October 1932, against 6,561,000 tons in Octo-
ber 1931; 7,443,000 tons in October 1930; 8,026,000
tons in October 1929, and 8,532,000 tons back in Octo-
ber 1923. Building activity was on an even more
restricted scale than a year ago when it was of very
diminutive proportions. Building permits in 572
cities and towns of the United States, according to
statistics compiled by 8. W. Straus & Co., in October
1932 provided for an outlay of only $31,400,024, in
comparison with $87,630,616 in October 1931 ; $148,-
598,453 in October 1930, and $253,680,960 in October
1929. The statistics compiled by the F. W. Dodge
Corp. evidence the same lack of activity, for they
show that the construction contracts awarded in
the 37 States east of the Rocky Mountains provided
for expenditures of only $107,273,900 in October
1932, in comparison with $242,094,200 in October
1931 ; $336,706,400 in October 1930, and $445,642 300
in October 1929.

Lumber production of course was curtailed to
correspond with the lessened building activities, As
reported by the National Lumber Manufacturers’
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Association, the cut of lumber by 604 identical mills
for the four weeks ended Oct. 29 1932 was only 464,
444,000 feet, against 616,212,000 feet in the four
weeks of 1931. In other words, the production was,
roughly, 25% below that of 1931, and if comparison
were carried a year further back it would be found
it was 49% below the record of comparable mills for
the same period of 1930.

The Western grain movement, as it happened, was
also of small dimensions. At the Western primary
markets the receipts of wheat, corn, oats, barley and
rye for the four weeks ended Oct. 29 were a little
larger than in the corresponding period of the pre-
ceding year (due entirely to a larger corn move-
ment), the comparison being between 54,991,000
bushels and 52,908,000 bushels, but the 1931 move-
ment itself was very small, and if we go back further
it is found that the receipts in the Western primary
markets in the corresponding four weeks of 1930
were 55,888,000 bushels; in the gsame four weeks
of 1929, 74,025,000 bushels, and in the like four
weeks of 1928, 122,847,000 bushels. We discuss
the details of the Western grain movement more at
length in a separate paragraph further along in this
article.

Finally, as the most conclusive evidence of all of
the general falling off in railroad traffic, we have
the statistics relating to the loading of revenue
freight on the railroads of the United States. These
figures cover all classes of freight and all sections of
the country, and they show total loading of revenue
freight for the five weeks ended Oct. 29 of only
3,158,104 cars in 1932, in comparison with 3,813,162
cars in the corresponding five weeks of 1931;
4,751,349 cars in the same five weeks of 1930, and
5,751,645 cars in the same five weeks of 1929. In
other words, 2,593,641 cars less of revenue freight
were moved in the period the present year than
in 1929,

Dealing now with the returns of the separate roads
and systems, we find many instances where the reduc-
tion in the expense accounts has been carried to the
point where an actual decrease in gross earnings has
been converted into a gain in net. The New York
Central Lines constitute the most conspicuous ex-
ample of the kind. With a decrease of $5,508,654 in
gross, these show an increase of $1,479,954 in net;
this follows $10,129,287 decrease in gross and
$4,440,296 decrease in net in October 1931 as com-
pared with 1930, and $14,443,713 decrease in T0S8
and $4,637,663 decrease in net in October 1930 as
compared with 1929. The Pennsylvania RR. has not
been able to do quite as well as this, and yet with
$8,436,456 loss in gross is able to report $39,797 gain
in net. In October 1931 the Pennsylvania RR.
showed $12,742,659 loss in gross and $4,470,084 loss
in net, and in October 1930, $15,175,896 loss in gross
and $5,489,038 loss in net. Some other roads and
systems, which show improved net in face of losses
in the gross, are the Chesapeake & Ohio, $831,661;
the Illinois Central, $777,815; Wabash, $670,231;
Louisville & Nashville, $609,064 ; Chicago & North
Western, $420,196 ; Erie, $297,836 ; Missouri Pacific,
$287,588; Atlantic Coast Line, $255,628, &c.

Among the roads reporting heavy losses in net the
Southern Pacific stands foremost with a decrease
of $1,724566; then comes the Union Pacific with
$1,360,478 decrease in net; the Atchison with
$1,094,222 ; the New Haven with $772,847; the Great
Northern with $672,132; the Missouri-Kansas-Texas
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with $559,592; the Burlington & Quincy with
$514,424 ; the Rock Island with $485,099; the Dela-
ware & Hudson with $431,501; the Northern Pacific
with $306,186, &c. In the table below we show all
changes for the separate roads or systems for
amounts in excess of $100,000, whether increases or
decreases, and in both gross and net. It will be
observed that the Western Pacific is the only road
having an increase in gross in excess of the amount
stated.

PRINCIPAL CHANGES IN GROSS EARNINGS FOR THE MONTH
OF OCTOBER 1932.

Increase. Y
Western Pacific $101,222 | Texas & Pacific
———"""IN Y Chicago & St Louis
Total (1 road) $101,222 | Pere Marquette
Decrease. | Colorado & South (2 rds)
Pennsylvania RR_.____ $8,436,456 | Maine Central
New York Central a5,139.793 | Bangor & Aroostook- ...
Southern Pacific (2roads) 3,481,274 | Bessemer & Lake Erie.--
Atch Top & 8 F (3 roads) Virginian ~
Baltimore & Ohio Central of Georgia
N Y N H & Hartford._-. Chicago Great Western.
Union Pacific (4 roads) .- Chesapeake & Ohio Lines
Chicago Burl & Quincy._ Internat Great Northern
Chicago R1 & P (2 roa(f,s)
Reading Co
Chicago & North West. .
Great Northern
Southern Ry
Missouri Pacific
Chic Milw St P & Pac..
Norfolk & Western..
Erie (3 roads)
Del Lack & Western....
Northern Pacific
Louisville & Nashville_. .
Boston & Maine
Lehigh Valley-.-.
Atlantic Coast Line
Duluth Missabe & North
Central RR of New Jers
St Louis-San Fran (3 rds)
Mo-Kan-Texas Lines_._ .
Yazoo & Miss Valley
Long Island
Delaware & Huds:
Illinois Central.. -
‘Wabash
Seaboard Air Line

Decrease.

St Louis Southwestern.__
1 | Pittsburgh & Lake Erie-
Nashv Chatt & St Louis
Los Angeles & Salt Lake
0 | Elgin Joliet & Eastern-_
N O Tex & Mex (3 roads)
Alton RR
Western Maryland
Union RR of Penn
Louisiana & Arkansas__.
Kansas City Southern__.
7| Chic 8t P Minn & Omaha
6| Chie Indianap & Louisv.
Cin New Orl & Tex Pac.
Richmond Fred & Potom
Denver & Rio Gr West_ -
Grand Trunk Western. .
3| Minn St Paul & S 8 M.
Alabama Great Southern
Indiana Harbor Belt_ ...
Florida East Coast__.--
Norfolk Southern
2 | Chicago & Illinois Midl'd 110,5

2 —_—
83,558  Total (82 roads) $61,930,197

a These figures cover the operations of the New York Central and the
leased lines—Cleveland Cincinnati Chicago & St. Louis, Michigan Central,
Cincinnati Northern and Evansville Indianapolis & Terre Haute. Includ-
ing Pittsburgh & Lake Erie and the Indiana Harbor Belt, the result is a
decrease of $5,508,654.

PRINCIPAL CHANGES IN NET EARNINGS FOR THE MONTH
OF OCTOBER 1932.
Increase.
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Decrease.

New York Central. .. ___ a$1,479,954 | Southern Pacific (2roads) $1,724 ;)Gg

Ohesapeake & Ohio Lines 831,6

P, i 9 S) -
Tilinols Cob il s P Union Pacific (4 roads)

Atch Top & 8 F (3 roads)
g Y NN{ &;]Hartford_-_
54 | Great Northern
Chicago & North West_. 5| Mo-Kan-Texas Lines_ _ .
Erie (System) (3 roads)- Ohicago Burl & Quincy.
Missouri Pacific. .- .---- 287,588 | Chic R I & Pac (2 roads)
Atlantic Coast Line 255,628 | Duluth Missabe & North
Grand Trunk Western-. 234,011 | Delaware & Hudson.._.
Alton RR 202,103 | Northern_Pacific
Minn St Paul & S S M_. 503 | Yazoo & Miss Valley- - - -
N Y Chicago & St Louis. Bessemer & Lake Erie_. -
Chie & Eastern Illinois. St Louis Southwestern. .
Chic Milw St Paul & Pac Lehigh Valle, I
Denver & Rio Gr West. . Del Lack &
Western Pacific. ... -~ Virginian =
Wheeling & Lake Erie. . Bangor & Aroostook.. .
Cin New Orl & Tex Pac. Los Angeles & Salt Lake
New York Connecting. . St Louis-San Fran (3 rds)
Minneapolis & St Louis.- Central RR of New Jers_
Louisiana & Arkansas__._
Total (23 roads) Chicago & Illinois Midl'd
Boston & Maine 323
Chicago Great Western. 100,878

Total (34 roads) - ----- $10,956,114

a These figures cover the operations of the New York Oentral and the
leased lines—Cleveland Clqcnmmi Chicago & St. Louis, Michigan Central,
Cincinnati Northern and‘lwansville Indianapolis & Terre Haute. Includ-
ing Pittsburgh & Lake Erie and the Indiana Harbor Belt, theresult is an
increase of $1,533,773.
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When the roads are arranged in groups, or geo-
graphical divisions, according to their location, there
is a repetition of the experience noted last year and
the year before, namely, that all the different dis-
triets as well as all the different regions within those
districts record heavily diminished earnings in
gross. Not so, however, in the case of the net earn-
ings. Here ‘the reduction in expenses has come in
to play its part, and the Great Lakes region in the
Tastern district and the Southern region and the
Pocahontas region in the Southern district, are able
to show improved net in face of continued losses in
gross. Our summary by groups is given below. As
previously explained, we group the roads to conform
with the classification of the Inter-State Commerce
Commission. The boundaries of the different groups
and regions are indicated in the footnote to the
table:
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District and Region.
Month of October.
Eastern District— S
New England region (10 roads) 12,764,129
Great Lakes region (30 roads) 58,079,295 69,161,340 —11,082,045 —16.02
Central Eastern reglon (25 roads). .. 58,937,316 74,925,279 —15,987,963 —21.33

Total (65 roads) 129,780,740 160,886,383 —31,105,643 —19.33

1932. 1931. Inc. ($+) or Dec. (—)

3
16,799,764 —4,035,635 —21.02

Southern District—
Southern region (30 roads)
Pocahontas region (4 roads)

Total (34 roads) 52,556,797

33,979,802
18,576,905

40,733,046
20,431,192

61,164,238

—6,753,154 —16.57
—1,854,287 —9.08

—8,607,441 —14.07

Western District—
Northwestern region (17 roads) 36,037,866
Central Western region (22 roads).. 54,543,239
Southwestern region (28 roads) 25,157,468

Total (67 roads) 115,738,573 140,501,283 —24,762,710 —17.62
Total all districts (166 roads) 298,076,110 362,551,904 —64,475,794 —17.78

43,345,833 —7,307,967 —16.86
65,784,403 —11,241,164 —17.09
31,371,047 —6,213,579 —19.81

District and Region.
Month of October. — M ileage—
Eastern District— 2. 031
New England reglon.. 7,276
Great Lakes region. .. 27,350
Central Eastern region 25,471

4N e S v--- 60,007

Net Earnings:
1932. 1931. JInc. (-+) or.Dec. (—)
s

S $ $ o
3,873,625 4,854,251 . —980,626 —20.20
27,267 16,707,282 14,572,236 2,135,046 +14.65
25,500 21,241,067 21,612,783 —371,716 —1.72

60,053 41,821,974 41,039,270 +782,704 +1.91

Southern District—
Southern region 39,877
Pocahontas region... 6,137

S 46,014

40,017 8,524,373 6,983,107 +1,541,266 +22.07
6,115 9,200,123 8,516,626 +683,497 +8.03

46,132 17,724,496 15,499,733 +2,224,763 +14.35

Western District—
Northwesternregion.. 48,867
Central Western reg'n 53,916
Southwestern reglon.. 33,137 33,178

135,920 135,830 38,789,825 45,375,713 —6,585,888 —14.51

48,823 11,095,156 12,101,974 —1,006,818 —8.32
53,838 19,706,515 23,697,165 —3,990,650 —16.84
7,988,154 9,576,574 —1,588,420 —16.59

Total all districts._..242,031 242,024 98,336,295101,914,716 —3,578,421 —3.51

NOTE.—We have changed our grouping of the roads to conform to the classi-
fication of the Inter-State Commerce Commission, and the following indicates the
confines of the different groups and regions:

EASTERN DISTRICT.

New England Region.—This region comprises the New England States.

Great Lakes Region.—This reglon comprises the section on the Canadian boundary
between New England and the westerly shore of Lake Michigan to Chicago, and
north of a line from Chicago via Pittsburgh to New York.

Central Eastern Reglon.—This region comprises the section south of the Great
Lakes Region, east of a line from Chicago through Peoria to St. Louls and the
Mississippi River to the mouth of the Ohio River, and north of the Ohio River to
Parkersburg, W. Va., and & line thence to the southwestern corner of Maryland
and by the Potomac River to its mouth.

SOUTHERN DISTRICT.

Southern Reglon.—This region comprises the section east of the Mississipp! River
and south of the Ohio River to a point near Kenova, W. Va., and a line thence
tollowing the eastern boundary of Kentucky and the southern boundary of Virginia
to the Atlantic.

Pocahontas Region.—This reglon comprises the sectlon north of the southern
boundary of Virginia, east of Kentucky and the Ohlo River north to Parkersburg,
W. Va., and south of a line from Parkersburg to the southwestern corner of Mary-
land and thence by the Potomac River to its mouth.

WESTERN DISTRICT.

Northwestern Region.—This reglon comprises the section adjoining Canada lying
west of the Great Lakes region, north of a line from Chicago to Omaha and thence
to Portland and by the Columbia River to the Pacific.

Central Western Region.—This region comprises the section south of the North-
western region west of a line from Chicago to Peoria and thence to St. Louls, and
north of a line from St. Louis to Kansas City and thence to El Paso and by the
Mexican boundary to the Pacific.

Southwestern Region.—This region comprises the section lying between the Mis-
stssippi River south of St. Louis and a line from St. Louis to Kansas City and thence
to El Paso and by the Rio Grande to the Gulf of Mexico.

The Western grain movement, as we have already
pointed out, was somewhat heavier in October the
present year than in the month a year ago, in which
latter month, however, it had fallen below even the
small movement of October 1930 as compared with
October 1929. The increase in October the present
year was due entirely to the larger volume of corn
moved to the Western primary markets, the move-
ment of all the other cereals in greater or less degree
having been on a reduced scale as compared with
the same period of 1931. For the four weeks ended
Oct. 29 1932 the receipts of wheat at the Western
primary markets were only 24,139,000 bushels
against 29,006,000 bushels in the same four weeks
of 1931, but the receipts of corn 22,555,000 bushels
as compared with only 12,271,000 bushels. Of oats
the receipts were only 4,561,000 bushels against
5,889,000 bushels; of barley, 3,138,000 bushels
against 4,813,000 bushels, and of rye, 598,000 bushels
against 929,000 bushels. Receipts of the five cereals
combined at the Western primary markets for the
four weeks of October 1932 aggregated 54,991,000
bushels as against only 52,908,000 bushels in the
corresponding four weeks of 1931, but comparing
with 55,888,000 and 74,025,000 bushels, respectively,
in the same four weeks of 1930 and 1929. The details
of the Western grain movement, in our usual form,
are set out in the table we now present:
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WESTERN FLOUR AND GRAIN RECEIPTS.

Wheat
(Bush.)

4 Weeks
Ended
Oct. 29,

Chicago
1932 ... 847,000
1931 ... 979,000

AMinneapolis—

19,

Corn Oats
(Bush.) (Bush.)

Flour
(Bbls.)

Barley Rye
(Bush.) (Bush.)
24,000

602,000
425,000

1,862,000

12,140,000
6,748,000

1,038,000
1,916,000

365,000
634,000

360,000
374,000

144,000
76,000

6,151,000
5,010,000

8,688,000
4,479,000

962,000
675,000

873.000
1,007,000

1,343,000
1,827,000

178,000
14,000

470,000
120,000

366,000
84,000

782,000
1,515,000

5,000
10,000

Milwaukee—
1932 ___
1931 .__

165,000
95,000

10,000
5,000

28,000
152,000

294,000 1,849,000
1,834,000 370,000

2,000

253,000 284,000
8,000

81,000 597,000

44,000

) 31,000
64,000

31,000

2,000

3 40,000
26,000

250,000
Indianapolis & Omaha—

1932 ___ 7,000 1,023,000
1,332,000

2,000

1,214,000
4,000

2,877,000

1,190,000
3,583,000

38,000
98,000

3,186,000
1,833,000 11,000
125,000
94,000

72,000
265,000

S8t. Lou
1932 ...
1931 .__

Peoria—
1032 ..
1931 ...

Kansas City—
1932 ...
1931 ...

St. Joseph—
1932 ...
1931 ...

Wichita—

21,000

552,000
5,000

626,000

1,721,000
648,000

1,196,000
804,000

292,000
376,000

105,000

191,000
123,000

189,000

53,000
38,000

104,000

3,382,000
136,000

5,712,000

736,000
596,000
273,000 148,000
218,000

3,000
4,000

155,000
512,000

922,000
2,181,000
139,000 56,000

1 254,000

Total All—
1932 ___ 1,723,000
1931 __. 1,984,000

Flour
(Bbls.)

24,139,000
29,006,000

Wheat
(Bush.)

22,555,000
12,271,000

Corn
(Bush.)

4,561,000
5,889,000

Oats
(Bush.)

26,985,000 3,400,000
15,490,000 3,770,000

11,089,000 11,264,000
9,327,000 11,750,000

3,138,000
4,813,000

Barley
(Bush.)

Jan. 1 to
Oct. 29,
Chicago—
1932 _.. 7,193,000
1931 ... 8,823,000

Rye
(Bush.)

13,613,000
52,629,000

59,888,000
48,493,000

974,000
1,873,000

3,825,000
3,697,000

1,464,000
498,000

49,003,000
67,437,000

32,624,000
41,852,000

2,254,000
20,125,000

5,487,000
7,141,000

328,000
1,420,000

1,556,000
1,934,000

2,155,000
3,013,000

2,205,000
1,759,000
Milwaukee—

1932 ... 6,672,000
5,950,000

2,352,000
797,000

5,780,000 89,000
8,490,000 125,000
12,601,000
10,023,000

7,585,000
5,834,000

77,000
50,000

208,000
16,000

139,000
215,000

680,000
628,000

661,000
612,000

266,000
1,184,000 199,000
Indianapolis & Omaha—
1932 ... 38,000 20,428,000
1931 _ __ 37,668,000
8t. Louis—
1932 ... 5,792,000 20,413,000
1931 __. 5,711,000 35,944,000

1,544,000
2,798,000

16,965,000
30,990,000

14,150,000
12,430,000

49,000
41,000

1,122,000
1,562,000

61,000
16,000

12,245,000
16,867,000

10,887,000
8,432,000

4,542,000
12,841,000

88,000
75,000

- 1,948,000
1931 . 2,354,000
Kansas City—
1932 ___ 442,000 65,313,000
1931 __. 73,000 102,277,000
St. Joseph—
1932 . __

2,971,000

2,390,000 49,000
3,275,000 2,980,

80,000 2,394,000

6,647,000
20,854,000

1,423,000
2,763,000

4,845,000
11,392,000

2,071,000
8,240,000

1,572,000
2,066,000

4,000

19,067,000
26,560,000

368,000
1,432,000

34,000
143,000

1,930,000
2,488,000

1,869,000
2,041,000

582,000
1,315,000

Ta{%@‘;ﬁw,uz,mo 245,103,000 125,918,000 75,324,000 27,096,000

1931 .._17,755,000 412,377,000 152,872,000 71,059,000 31,241,000 8,903,000

The Western livestock movement was much
smaller than in October 1931. At Chicago the re-
ceipts comprised only 13,619 carloads as against
17,602 carloads in October 1931; at Kansas City but
6,707 carloads against 7,930 carloads, and at Omaha
only 6,115 cars against 6,900 cars.

As to the Southern cotton movement, this, too, was
very small—in fact, the smallest in several years,
both as regards shipments of the staple overland
and the receipts at the Southern outports. Gross
shipments overland were only 58,566 bales during
October 1932 as against 74,219 bales in October 1931 ;
78,670 bales in October 1930 ; 84,965 bales in October
1929 ; 91,536 bales in 1928 ; 61,212 bales in 1927, and
no less than 253,309 bales in October 1926. Receipts
of cotton at the Southern outports during October the
present year were only 1,562,157 bales as against
2,149,633 bales in October 1931; 2,090,822 bales in
October 1930; 2,314,730 bales in October 1929;
2,421,886 bales in October 1928; 1,764,018 bales in
October 1927, and 2,539,937 bales back in 1926. In
the subjoined table we give the details of the cotton
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receipts at the Southern outports for the last three
years:

RECEIPTS OF COTTON AT SOUTHERN PORTS IN OCTOBER 1932, 1931
AND 1930, AND SINCE JAN. 1 1932, 1931 AND 1930.

Month of October.
1932. 1931. 1930. 1932. 1931. 1930.

482,383| 491,037| 401,502(1,511,889| 991,950/ 933,623
570,326(1,046,054| 838,213(1,026,292/1,931,786(2,113,380
269,507| '219,792| 319.454/1,789.697 0
44,660| 74,404 379,837
41,952| 24,502 116,208
26,005| 74,182 193,978
30,426 38,181 143,305
11,708| 18,075
13.661| 24,382
28,600 97,976
35,346| 16,287
9,022
5.469
9,370 244 11768

1,562,15712,149,63312,090,82216,637,664!5,105,96515,987,746

Since Jan. 1.

Ports.

Galveston.
Houston, &c¢
New Orleans

‘Wilmington .
Norfolk ____
Corpus Christi.
Lake Charles
Brunswick._
Beaumont
Jacksonvill

Total

RESULTS FOR EARLIER YIZARS.

As indicated above, the 1932 shrinkage in earnings,
amounting to $64,475,794 in gross and $3,578,421 in net,
followed $120,136,900 loss in gross and $55,222,527 loss in
net in October 1931 and $125,569,031 loss in gross and $47,-
300,393 loss in net in October 1930. It likewise comes after
$9,890,014 loss in gross and $12,183,372 loss in net in 1929,
On the other hand, these losses come after very notable
improvement in October 1928, when our tabulations regis-
tered $36,755,850 gain in gross and $35,437,734 gain in net.
But these gains, in turn, came after decreases in the previ-
ous year, our tabulations for October 1927 having shown a
falling off of $23,440,266 in gross and of $13,364,491 in net
as compared with 1926. Carrying the comparisons further
back, we find that the 1927 decreases followed increases in
1926 not materially different from the 1927 losses, the 1926
gains having been $18,043,581 in gross and $13,361,419 in
net. In the year before, too, that is ,in 1925, the record was

_one of increases in gross and net alike—$18,585,008 in gross

and $12,054,757 in the net; this was notwithstanding the
heavy losses then suffered by the anthracite carriers on
account of the strike then under way in the anthracite
regions, but at least, as far as the gross earnings are con-
cerned, the 1925 gain was little more than a recovery of the
loss sustained in October 1924, a year when industrial
activity was at a low ebb because of the then pending Presi-
dential election. In other words, in October 1924 there was
a loss in gross of $15,135,757 as compared with 1923. In the
net there was no falling off in October 1924, but rather an
improvement in the considerable sum of $26,209,836, due to
the great curtailment of operating expenses then effected as
a result of increasing efficiency of operations.

As a matter of fact, improvement in net results was a dis-
tinctive feature of the returns in virtually all the years (bar-
ring only 1927 and 1929) after the abandonment of Govern-
ment operations and the return of the roads to private con-
trol. up to the collapse in October 1929, just as in the
period preceding net results had been growing steadily
worse, year by year. In October 1923 our compilations
showed $37,248,224 gain in gross and $20,895,378 gain in
net. It is true that if we go back still another year, to
1922, we find that gross earnings then increased only $13,-
074,292, following a tremendous loss in the year preceding
(1921), when trade was extremely depressed, and this was
attended by an augmentation in expenses of $30,758,244,
leaving, therefore, an actual loss in the net for the month in
that year of $17,683,952. On the other hand, however, the
fact should not escape attention that in October 1921 a
prodigious saving in expenses had been effected—dire need
having forced the utmost economy and compelled the elimina-
tion of every item of outlay that could be spared or deferred
for the time being. Owing to this great saving in expenses
there was a substantial addition to the net in 1921 in face
of the enormous contraction in the gross revenues. In
brief, the decrease in the gross in October 1921 reached
the huge sum of $105.922430, but this was attended at the
time by a saving in expenses in amount of no less than $128,-
453,510, yielding a gain in the net of $22,531,080. Of course,
a genuine basis for the great cut in expenses in 1921 existed
in the huge antecedent increases in expenses. In addition,
also, the carriers had the advantage of a 12% reduction in
the wages of railroad employees made by the Railroad Tabor
Board, effective July 1 1921.

As indicating the extent of the antecedent rige in operating
costs, it is only necessary to say that expenses kept mounting
in very pronounced fashion for a number of successive vears,




Volume 135

owing to repeated advances in wages and the growing cost of
operations generally. So much was this the case that even
the big advances then made in railroad rates—passenger and
freight—did not suffice to absorb the constant additions to
the expenses. The experience in that respect of the carriers
in October 1920 furnishes a capital illustration of the truth
of this remark. The roads had then just been favored with
a new advance in rates, calculated to add $125,000,000 a
month to their gross earnings, and accordingly our tabula-
tions then showed an increase in gross earnings in amount
of $130,570,938, or 25.94% ; but, unfortunately, $115,634,417
of this was consumed by augmented expenses, leaving only
$14,936,5621 gain in the net earnings, or 14.49%. This
growth in the expenses had added significance in view of the
huge rise in operating costs in preceding years. Thus in
October 1919 our tables showed $18,942,496 increase in gross,
accompanied by $21,136,161 increase in expenses, leaving
actually $2,193,665 loss in net. In October 1918, owing to
the first great advance in passenger and freight rates made
by the Director-General of Railroads under Government
control, gross earnings registered a gain in the large sum
of $106,956,817, or 28.30%, but expenses moved up in amount
of $122,450,404, or 47.97%—causing a loss in net of $15,-
493,587, or 12.63%. In October 1917 the situation was
much the same. The gross at that time increased $43,937,332,
but expenses ran up in amount of $50,267,176, leaving net
smaller by $6.320,844. 1In the following we furnish a sum-
mary of the October comparisons of gross and net for each
year back to 1906. For 1910, 1909 and 1908 we use the
Inter-State Commerce totals, but for the preceding years we
give the results just as registered by our own tables each year
—a portion of the railroad mileage of the country being then
unrepresented in the totals because of the refusal at that

time of some of the roads to report monthly figures for
publication.

Gross Earnings, Net Earnings.

Year
Given,

Year

Inc. or
Preceding. e

Dec. (—).

Year
Given.,

Year

Inc. (+) or
Preceding.

Dec. (—).

$ $ $
51,685,226| 46,826,357| +4,858,869
46,983,606
88,534,455
104,163,774
93,612,224
93,836,492| 01,725,725 42,101,767
108,046,804| 93,224,776| 4- 14,282,028
97,700,506(110,811,359|—13,110.853
87,666,604| 95,674,714 i
119,325,551 89,244,989/ 430,079,562
oSt Dt
5,244, ,674, 1329, 8:

-|484,824,750|377,867,033| 107,088,318122,581,905(—15,493,587

508,023,854/489,081:358 104,003,198|106,196,863| —2,193,664
633,852,508|503,281,630| + 130570 038|117,998,825(103.062,304| + 14,936,521
534,332,833/640,255,263| 105022 430|137,028,640| 115,307,560 +22,531,080
-|545,759,206/532,684,014 413 074,292|120.216,296(139,900, 248
-1586,328,886/549,080,662| 437,248 224|141,922,971{121,027,593
-1671,405,1301586,540,887|—15.135.757| 168,750, 421|142, 540, 585

590,161,046/571,576,038| +18,585.008|180,695,428| 168,640,671
604,052,017/586,008,436| 418,043, 581| 193,990,813
-|581,802,9731604,967,265|—23' 164, 202| 180,600,126
-|616,710,7371579,954,887 436,755,850/ 216.552.015!

607,5684,007|617,475,011| —0'800,014|204,335,941
482,712,524/608,281,555(—125569 031|157.115,953
362,647,702|482,784,602|—120136 000[101,919,028

2
208,076,110'362,551,904 —64,475,794| 08,336,295/101,914,716| —3,578,421

$ s s
-|143,336,728/128,404, 525 + 14,842,203
154,309,199 141,032,238/ 4-13.276 961
250,426,583
-|261,117,144)|232' 556223
263,464,605|260,821. 546
260,482,221(259,111.859
298,738,091|258.473084
-|299,195,006|300.476.017
269,325,262|298.066.118!
311,179,375|274.,091 434
345,790,899|310,740.113
-|389,017,309|345,079.933

+13,361,419
—13,101,836
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they welcomed the experiment of government in business. After four
years of test they repudiated it and those who sponsored it by an even
greater majority, They had found that government operated and controlled
marketing of farm products had literally fulfilled the Scripture: *‘‘He that
hath, to him shall be given; and he that hath not, from him shal be taken
even that which he hath.” Fat salaries and expense accounts for the
favored few; poverty and wretchedness for the many who had little even
in the best of times.

In the West this reaction was particularly strong. In South Dakota
Congressmen who advocated the Farm Board and its policies went down to
defeat. In Minnesota but one of eight Republican Congressmen who
supported government-owned co-operatives was re-elected. In almost
every instance the Congressmen who presented the Farm Board as the solu~
tion of agriculture’s problems and who was backed by the racketeers who
have profited from the government money, was bowled out by indignant
farm votes. Never has the country witnessed a more striking demonstra-
tion of the instinctive repellance felt by the farmer to Socialism even in a
sugar-coated and disguised form. The farmers who battled at Concord
for their independence have now descendants who continue to fight against
governmental tyranny.

Examples of the deep-seated cause for the protest vote are to be found
all around us in Nebraska and Iowa. In the Fifth Congressional Ditrict
of Nabraska, Robert G. Simmons came from Washington to ask re-election,
He had behind him ten years of service in the House and was backed openly
by the great farm organization leaders, many of whom have profited by the
liberality of the government expenditures. Among them were the Ameri-
can Farm Bureau Federation and the Nebraska Farm Bureau; the National
Grange and the National Dairy Union and the National Co-operative Milk
Producers Federation and the Nebraska Stock Growers. So formidable
was the support given him that Congressman Simmons was emboldened
to speak, again and again, in unstinted praise of the Farm Board and the
co-operative set-ups it had created. In this he was aided by C. B. Steward
of the Nebraska Farm Bureau Federation, whose word is said to be law
among Nebraska farmers. He cracked the whip over the heads of the farm-
ers of the Fifth District, by radio, but it may have been the farmers did not
hear the lash. They probably tuned him out to listen to Ed Wynn, the
perfect fool. Nor was that Simmon’s only support. It is said he had two
strings to his bow—one that of the farm leaders and the other the quiet
influence of the power interests and the sugar beet trust.

Against such a combination Terry Carpenter, young, inexperienced in
politics and comparatively unknown, made his race. His backing was
mainly that of the country elevator man and the independent farm elevator
companies, which had refused to sign on the dotted line and become serfs
to the government-owned marketing agencies. Somehow they felt thas
they had a right to remain in business and believed that “rugged individ=-
ualism" which had maintained them so far was worth fighting to retain,
even in the face of a government monopoly of farm marketing. From the
outcome it is evident that the farmers of the Fifth District felt as they did
and were not deceived by the ballyhoo of the racketeers for Simmons and
Socialism.

Almost similar results are to be noted in the Seventh Congressional
District of Iowa, where Congressman Charles E. Swanson, who had served
two terms, was defeated by a comparative unknown, Otha D. Wearin.
Swanson defended the Farm Board and Wearin denounced it, and the
farmers of the district sent Wearin to Washington to represent them.

It must be evident to every student of the results that the farm popula-
tion is all fed up on the Farm Board and its camp followers and is now voting
both out of existence. It is also apparent that the old game of getting
eiected to Congress on a platform whose only plank is vituperative assault
on the private grain dealer and the local independent farm elevator has
about played out. Time was when the American people could be fooled
into electing the loudest shouter against a distant ‘‘Wall Street’’ upon which
was heaped the blame and the abuse for every economic ill. That time has
passed. To-day is passing that era in American politics when the most
blatant bellower against the buyers and sellers of farm products was certain
of the “‘farm vote.”” The setting up of such a straw man and the theatrical
tearing of the effigy to pieces ceases to have its old-time effect. It begins
to evoke a laugh instead of a vote and even as a bit of amusing horse-play
has palled upon the thinking farmer.

In one way alone has it been helpful. It has aided the voter in letting him
see through the fraud, whose sobering effects he now feels so acutely. It
has served to arouse him to thinking and has stirred up both in the farmer
and in the dealer in farm products a renewed interest in political questions.
For years the grain dealer sat silent under such a barrage of abuse as has
rarely been sustained by any legitimate business, until further silence

Note.—In 1906 the number of roads {ncluded for the month of October was 91; in

1907, 88; in 1908 the returns were based on 231,721 miles; in 1909 on 238,955 miles;

in 1910 on 241,214 miles; in 1911 on 236,291 miles; in 1912 on 237,217 miles; in 1913
on 243,600 miles; in 191 ,917 miles; in 1915 on 248,072 miles;

$ mll'Msl miles; in 1918 on 230].1184lmli3s2:2|n 1921513011 232,192

' es; In 1921 on 235,228 miles; in on 233,872 miles;

In 1923 on 235,608 miles; In 1924 on 235,180 miles; in 1925 on 236,724 miles; in

1926 on 236,654 miles; in 1927 on 238,828 miles; in 1928 on 240,661 miles; in 1929

g: gg,ggi 1;11112 In 1930 on 242,578 miles; in 1931 on 242,745 miles, and in 1932

Central West News Bureau Contends Operations
of Federal Farm Board Brought About
Defeat of Republicans at Recent Election.

The Central West News Bureau of Omaha, Neb., which
has long been hostile to the Federal Farm Board, ascribes
the defeat of the Republicans at the recent election to the

operations of the Farm Board. Under date of Nov. 15
the Bureau says:

Many people attribute the poltical avalanche which swept Roosevelt
into the White House to the “‘protest vote' and let it go at that. The
same cause is ascribed to the amazing Democratic majorities in both Houses
of Congress, and to it is assigned the defeat of not less than ten Republican
leaders in Congress who have virtually dictated the course of legislation
for the last decade, Undoubtedly it was a “protest vote,” but few seem
inclined to pursue the subject further and inquire as to the cause of the
protest. What did the people of the United States make protest against?
An easy “out" is provided in the answer: ‘‘Oh, against the depression
and hard times." That answer is inconclusive because it glides over the
cause of that depression and these hard times.

In the manufacturirg regions of the East there was no protest comparable
to that of the West. Pennsylvania and most of the New England States
made no protest. Only those States predominatingly agricultural seem to
have resented by their vote the existing conditions. The farmer went to
the polls and with him the business men, who serve him and depend upon
him and these were the voters who registered the protest vote. In 1928

d a confession of guilt. Then came the awakening and the reaction
which forced into active politics the independent farmer and the private
grain dealer. It will not be as easy as it was henceforth to get elected
to office by abusing the grain trade. Even the dumbest politi¢ian will
learn as others have to '‘Beware the fury of a patient man."

The Course of the Bond Market.
The chief financial news of interest during the week has
been that emanating from the war debts erisis, which eul-
minated in the default of France, Belgium and three other

nations on their December 15 payments. Contrary to what
one would expect, practically all fixed-interest obligations
went up during the current week. Sentiment in the bond
market is thus quite a contrast to the business sentiment
around June and July, when the last war debt erisis ap-
peared. It would seem that for the immediate future the
dominating factors in the bond market will be the usual
prospects of a seasonal spring revival in business and the
usual year-end reinvestment of funds. Capital continues
very timid, which is substantiated by the big demand for
short term government securities during the recent Treasury
financing. Moody’s price index for 120 domestic bonds rose
steadily throughout the week and closed at 79.56 on Friday,
as compared with 79.11 a week ago and 78.66 two weeks ago.

The obligations of the United States Government con-
tinued their good performance of the preceding week and, as
measured by Moody’s price index, these issues went into
new high ground for the year every day during the current
week except Friday. Perhaps the best explanation for this
strength may be found in the expectation of the passage by
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Congress of a beer bill which would help a good deal in
balancing the budget. On Friday short term issues were
strong, the new four-year 2379 notes being offered at a
%4-point premium. Moody’s long term bond price index
finished on that day at 102.05 as compared with 101.82 on
Friday a week ago, a duplication of the high for the year
established in August, and 101.45 two weeks ago.

In the railroad group high grade bonds were firm to strong,
close to the highest levels reached this year. Union Pacific
4s, 1947, advanced from 98 to 9834; Atchison gen. 4s, 1975,
from 9214 to 9334; Pennsylvania 414s, 1960, from 9915 to
100%%; Chesapeake & Ohio 414s, 1992, from 9514 to 9714.
Price movements in the medium grade and low grade issues
were mixed but declines predominated. Among the largest
losses were those registered by Southern 5s, 1994, from 5914
to 55; Chicago & Great Western 4s, 1959, from 37 to 3514;
New York Central 414s, 2013, from 4515 to 40%4; Chicago
& North Western 414s, 2037, from 18 to 1534; while New
York Chicago & St. Louis 6s, 1932, advanced 8 points from
3214 to 4014 on the announcement that funds would be
immediately available to pay October 1 interest and 259, of
the maturity. Senior bonds of the Nickel Plate were not
affected marketwise. The price index for the railroad group
on Friday was 70.15, 70.05 last Friday and 69.86 two weeks
ago.
gGenera.lly speaking, a firm tone prevailed throughout the
utility bond list during the week and activity was accelerated.
High grade issues moved within narrow limits, but for the
most part were found near their high levels for 1932. Brook-
lyn Union Gas 5s, 1945; Cincinnati Gas & Eleetric 4s, 1968;
Public Service Electric & Gas 4s, 1971; and West Penn
Power 4s, 1961, were typical of such issues. In the lower
classifications, American & Foreign Power 5s, 2030; Inter-
national Telephone & Telegraph 414s, 1939; Continental
Gas & Electric 5s, 1958; National Public Service 5s, 1978,
displayed upward tendencies, while Dixie Gulf Gas 614s,
1937; Interstate Telephone 5s, 1961; Standard Gas & Elec-
tric 6s, 1935, were soft to weak. New York tractions and
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especially Brooklyn Manhattan Transit 6s, 1968, and Inter-
borough Rapid Transit 5s, 1966, were rather consistently
strong. Moody’s 40 public utility bond price index stood at
85.48 on Friday, as compared with 84.60 a week previous
and 83.60 two weeks ago.

Further extension of the gains in industrial bonds from the
lows of this month took place during the current week. The
movement forward in prices, however, continued to be char-
acterized by irregularity within most groups of industrials.
Duller steel industry conditions caused second grade bonds
in this classification to go against the trend in some instances.
Metal bonds were mixed in movement, with American Metal
and Chile Copper obligations displaying rallying tendencies
as against a gradual price recession in American Smelting &
Refining 58, 1947. A firm to strong tone prevailed in oils
and tobaccos as well as numerous specialties. Rubber bonds
gained on the whole, with the United States Rubber issues
a feature, stretehing previous gains to new highs for the rally.
National Dairy 514s, 1948, rallied after an extended period
The industrial bond price index on Friday stood
at 84.60 as compared with 83.97 a week before and 83.85
two weeks before.

The foreign bond market gave evidence of mixed trends
during the past week. Argentine and Australian as well as
most Eastern European obligations closed practically un-
changed. All classes of German loans evidenced strength,
however, the same as Norwegian and Danish issues. As a
result of war debt developments the French 714s and most
Belgian issues broke several points. On the other hand, the
bonds of another nation which failed to meet its war debt
payment, namely, Estonia, rose over 10%. The foreign
bond yield average on Friday was 10.42, last Friday it was
10.46 and 10.54 Friday two weeks ago.

Prime issues in the municipal field continued to advance.
The $30,400,000 New York State issue was well taken by
the publie, with long maturities prices to vield 8.159%. This
test of the market for high grade issues had a stimulating
effect on other prices, although the secondary issues were
not very much affected.

Moody’s computed bond prices and bond yield averages:
are shown in the tables below:

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

120 Domestics

120 Domestics by Ratings. by Groups.

Aaa.

103.32
102.81
102.64
102.47
102.47
102.47
102.30
102.30
101.97
101.64
101.81
101.97
101.81

Dec. 16 1931. ...
Two Years Ago—
Dec. 18 1930..--

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

120 Domestics
by Groups.

P. U. | Indus.
5.83
5.83

120 Domestics by Ratings.
Aa,
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* Note.—These prices are computed from average ylelds on the basis of one “Ideal” bond (43¢ % coupon, maturing {n 31 years) and do not purport to show either the

Verag e average movement of actual price quotations.
x.nont :Ileyvlglidors?:ames. the latter being the truer plcture of the bond market.
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Annual Report of Comptroller of Currency by Acting Comptroller F. G. Awalt—
Banking Business Continued to Reflect Economic Conditions—Lax State Laws
and Congressional Act of 1900 Reducing Minimum Capital of National Banks
Held Responsible for Failures—Total Bank Suspensions in Past 12 Years 10,484
with Deposits of $4,882,481,000—Failures Most Numerous Among Smaller
Banksin Rural Sections—Would Not Extend Privilege of Increasing Circulation
of National Bank Notes Under Federal Home Bank Law.

Pointing out that while there has been an abatement in
the number of bank failures during the past eight months,
the annual report of the Comptroller of the Currency made
public Dec. 12 says that however gratifying this improvement
may be we cannot escape the fact that the year 1932 has
been characterized by a continuation of an alarming number
.of bank failures, and we know that a continued improvement
in business and support by credit agencies of the Govern-
ment will not of themselves carrect the defects existing in
our banking structure or reach the root of so many bank
failures. According to the report, during the past 12 years
10,484 banks with deposit liabilities of $4,882,481,000 have
failed in this country.”” The report observes that bank
failures have been most numerous among the smaller in-
stitutions—the rate of mortality having been higher among
the so-called country banks.

“Lax State laws and the passage by the Congress of the
Act of March 14 1900, reducing the minimum capitalization
-of National banks from $50,000 to $25,600 facilitated the
organization of thousands of small banks in small towns’’
the report notes, adding that ‘‘rising prices and increasing
prosperity made it possible for these banks to thrive.”’
‘But with the turp of the tide,”’ says the report, “‘we have
come to realize the danger in permitting the organization
-of small under-capitalized institutions.” The report, signed
by Aecting Comptroller of the Currency F. G. Awalt, makes
no specific recommendations, but alludes to those in recent
annual reports of the Comptroller for amendment to the
National Bank Act (those of a year ago, including the
proposals for branch banking in trade areas were indicated
in our issue of Deec. 19 1931, page 4035), and states that
“these recommendations are so complete that
there appears no necessity for me to discuss them further
at this time.”” The increase in circulation of National bank
notes under the Federal Home Loan Bank Act is commented
upon in the present report, and Mr. Awalt recommends,
as did Secretary of the Treasury Mills in his report of a week
.ago, that no extension of this privilege be granted. From
Mr. Awalt’s report we quote as follows:

Sir: I have the honor to submit the following annual report in accordance
with the provisions of Section 333 of the United States Revised Statutes,
covering the activities of the Currency Bureau, in the year ended Oct. 31
1932. This is the 70th report made to the Congress since the organization

-of the Bureau. The period up to and including Sept. 20 embraces the
administration of Hon. John W, Pole, who resigned the office of Comp-
troller of the Currency, effective on that date. The provisions of Sec-
tion 327 of United States Revised Statutes provide that during a vacancy
in the office of Comptroller of the Currency, the Deputy Comptroller
therein provided for shall possess the power and perform the duties attached
by law to that office. Such a vacancy. thus existing, the duties of the
office have devolved upon me as Acting Comptroller, and in that capacity
I submit this report.

The last three annual reports of the Comptroller of the Currency have
-contained recommendations at length for amendments to the National
Bank Act. These recommendations and the statistical information com-
piled to illustrate and support them are so complete that there appears
no necessity for me to discuss them further at this time. Legislation
dealing with the subject matter of these recommendations has already
been drafted by the Senate Committee on Banking and Currency and
is now pending in Congress,

In the period embraced by this report, the banking business continued
to reflect the economic depression from which the country has suffered
during the past three years. In the first two years of the depression,
the effect of these adverse conditions was more marked in industry and
strade than in banking. During the past year, however, the banking
situation became acute owing to heavy depreciation of all values, to large
foreign withdrawals of gold, and a widespread movement toward the
hoarding of currency.

Hoarding of currency on a large scale reflected primarily an impairment
of confidence. The decline in business activity which started in 1929
was characterized in agricultural areas by a sharp decline in farm income
and in urban areas by contraction in industry, trade, and employment,
a stagnant market for real estate and a general decline in security values.
All of these factors had unfavorable effects on the position of banks and
there were many bank suspensions. Beginning with the autumn of 1930
these general unfavorable economic conditions were accentuated in their
effect on banks by a demand for currency for hoarding purposes This
movement became even stronger in the autumn of 1931, with a rapid
increase in bank suspensions. At its peak in the middle of July 1932 the
increase in currency hoarded in this country reached a total estimated
to be in excess of $1,500,000,000.

‘While the initial cause of hoarding was in the suspension of a large number
-of individual banks rather than in a lack of normal liquidity or soundness
n the banks as a whole, the hoarding movement in itself added to the
«strain on the banks. Withdrawals of deposits for the purpose of hoarding
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differ from withdrawal for ordinary business purposesin that the funds
involved are not returned to the banks by the recipient of the funds. Cur-
rency that is withdrawn for hoarding does not shift resources from one bank
to another, but causes a net loss in resources to all banks as a whole.
Furthermore, this loss is of cash, which is reserve money and is replenished
by the banking system largely through recourse to the Federal Reserve
banks.

By the autumn of 1931, when the rate of bank suspensions reached a
maximum, the movement toward hoarding became a major factor in the
banking situation. An important section of the public had become appre-
hensive over the safety of its deposits, so that many sound banks, in order
to meet the withdrawals of cash and of gold for export were obliged to
sell investments and dispose of other liquid assets under the most adverse
conditions. As a result of this intensified liquidation, there was further
sharp contraction in the volume of bank credit, and further severe declines
in security prices and other values, which only complicated the difficulties
with which the banks as a group were confronted. To meet these condi-
tions, the National Credit Corporation was organized to provide for mutual
assistance among the banks and later the Reconstruction Finance Corpora-
tion was created to bring the National credit to the aid of our banking and
other financial institutions.

The organization of these agencies had a reassuring effect, and their
operation aided banks in meeting withdrawals by depositors without
sacrificing sound assets or being obliged to suspend, and also of removing
from the investment markets the pressure of forced sales of securities by
banks. Bank suspensions in consequence greatly diminished in number
and, with a return of confidence, the hoarding of currency decreased.

The easing of the strain on the banks of the United States during the
past eight months has been reflected in an abatement in the number of
bank suspensions. Failures of all banks in this country during the current
report year dropped from 358 in December to 342 in January, 121 in Febru-
ary, 48 in March, 74 in April, 82 in May, 151 in June, 132 in July, 85 in
August, 67 in September and 97 in October.

However, gratifying as this improvement may be, we cannot escape the
fact that the year 1932 has been characterized by a continuation of an
alarming number of bank failures, and we know that a continued improve-
ment in business and support by credit agencies of the Government will
not of themselves correct the defects existing in our banking structure or
reach the root of so many bank failures.

During the past 12 years, 10,484 banks, with deposit liabilities of 84,882 -
481,000, have failed in this country. Of this number, 1,571 were National
banks, with deposits of $1,143,857,000, and 8,913 were banks other than
National, with deposits of $3,738,624,000. Yet these figures do not
reveal the whole of the damage done to our credit structure by bank failures
since they do not include the millions of dollars withdrawn from deposit
in going banks or the amounts which failed to find their way into banks
for deposit through fear engendered in the minds of depositors by bank
failures and fanned by rumors, which in many instances were malicious
in character.

The following table gives the total number of bank failures and their
deposits, by years, from Jan. 1 1921 to Oct. 31 1932, and classifies the
number and deposits as to National and banks other than National:

BANK SUSPENSIONS BY YEARS, PERIOD 1921 THROUGH OCTOBER
1032, NUMBER OF SUSPENSIONS AND DEPOSIT LIABILITIES OF
SUSPENDED BANKS, CLASSIFIED ACCORDING TO NATIONAL
BANKS AND STATE AND PRIVATE BANKS (BANKS CLOSED TO
PUBLIC ON ACCOUNT OF FINANCIAL DIFFICULTIES BY ORDER
OF SUPERVISORY AUTHORITIES OR DIRECTORS OF THE BANK).

Deposits of Suspended Banks

Number of
(In Thousands of Dollars).

Bank Suspensions.

State and
Private
Banks.

175,175

91,629
155,797
152,449
114,363
224,622

State and
Private
Banks.

450 196,460
309 110,721
558 188,701
654 213,338
494 172,900
831 272,488
571 193,891
434 138,642
78 234,532
1,184 864,715
1,889 1,601,510
961 604,583

8,913 4,882,481

*For 10 months of 1932, January through October.
of 1932 as to deposits are preliminary.

National
Banks.

National Total.

Banks.

173,200
439,171

175,616 428,967

1,143,857 ' 3,738,624
Figures for latest months

Those causes commonly referred to as being responsible for the serious
maladjustment in our economic order brougnt to a nead difficulties pre-
viously existing and causes already in operation, and therefore contributed
the added strain which forced so many banks, already laboring against
odds, to suspend.

Bank failures have been most numerous among the smaller institutions,
and since these institutions have in a large measure been located in rural
sections of the country, it naturally follows that in numbers the rate of
mortality has been higher among the so-called country banks. Here
credit conditions have been increasingly unfavorable since 1920. The
combined effect of declining prices, and of heavy borrowing on real estate,
livestock and growing crops, together with operating losses, has been a
drain upon many of those rural sections from which country banks have
for years drawn a good percentage of their deposits. It follows, therefore,
from these and other economic and social causes heretofore reviewed in
the reports of the Comptroller of the Currency, that in certain mid-Western,
Northwestern and Southern States, predominantly agricultural, failures
have been much more numerous than in those States less dependent upon
agriculture.

In the case of failures among larger banks located in cities, the adverse
eConomic conditions in recent years, coupled with mismanagement,
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accounted largely for their suspensions. Some of these institutions were
involved to an excessive degree in loans depending directly upon real estate.

In considering those causes responsible for bank failures in this country,
it is significant to note the rapid increase in the numper of banks chartered
during the 20-year period beginning June 30 1900. On this date the
total of all reporting banks was 10,382, waile 20 years later, June 30 1920,
the total was 30,139, representing an increase of 19,757 chartered banks,
or an average yearly increase of 988. While these figures are net and
therefore short of the actual number of chartered banks by tne number
of suspensions, voluntary liquidations, consolidations, &ec., they are,
nevertheless, large enough to reveal the effects of the relaxation of re-
quirements for organization and the favorable economic developments
of the period.

Lax State laws and the passage by the Congress of the Act of March
14 1900, reducing the minimum capitalization of National banks from
$50,000 to $25,000 facilitated the organization of thousands of small banks
in small towns, particularly in agricultural sections throughout the country,
while rising prices and increasing prosperity made it possible for these
banks to thrive. But with the turn of the times, which set in with the
beginning of the post-war period, we have come to realize the danger in
permitting the organization of small undercapitalized institutions. These
banks, many with incompetent management, have been forced to yield
to the reverse of those economic conditions which made them prosperous.
Failures among this type of bank have been at a rate almost as great as
that at which they were organized. Of all suspended banks since 1920,
65.7% have had capital of less than $50,000.

Responsible also, and to a greater extent than is generally recognized,
for the unfavorable banking conditions in country bank territory have
been fundamental economic and social changes which had their beginning
early in the post-war period. Mergers, consolidations, concentrations
into larger units, with branches, for purposes of economy in production
and distribution and accelerated transportation have resulted in move-
ments of capital and interests from the smaller towns to larger commercial
centers. The country banker, therefore, finds his field for loans nar-
rowed as to diversification and many of his former sizable and profitable
balances dwindled to mere payroll balances.

Handicapped by the conditions referred to above, there is small wonder
that so many banks, under incompetent management in many cases and
with inadequate diversification, have not been able to withstand the
drastic effects of a precipitous deflation. Moreover, we should not lose
sight of the effect of the competition in laxity existing in the American
banking system, consisting of 48 State systems in competition with one
National system and with little or no correlation.

Increase in Circulation of National Bank Notes.

The Congress in July passed the Federal Home Loan Bank bill, which
incorporated a provision permitting a substantial increase in the circu-
lation of National bank notes by extending for a period of three years
the circulation privilege to all bonds of the United States Government
bearing interest at 334 % or less. In affixing his signature to this measure,
which in effect permitted an expansion in the volume of National bank
notes outstanding from about $700,000,000 to about $1,700,000,000,
the President gave to the press the following opinion submitted to him
by the Comptroller of the Currency on the practical effect of the measure:

This section of the bill runs counter to the general plan established
through the Federal Reserve Act intended gradually to do away with
an inflexible bond-secured currency and represents a backward step in
currercy and banking legislation, but in view of the fact that the pro-
visions are limited to a three-year period I do not feel justified in recom-
mending that the bill be vetoed, more especially as it is a rider to an im-
portant and constructive piece of legislation to which it bears no relation,

In taking this adverse position on the merits of the measure, the Comp-
troller was moved not only by the fact that any backward step toward
inelastic bond-secured currency was to be deplored, but also by the con-
sideration that the measure offered little promise of help in the present
emergency. Our chief currency difficulties during the past year have
arisen not out of a lack of power to issue currency, but out of the hoarding
of currency after it was issued. The power to issue additional National
bank notes, furthermore, was not spread evenly over the country, but was
concentrated largely in banks in metropolitan centers, most of which
had no need for additional currency, as they already held large excess
reserves, The Comptroller also felt that the measure had possibilities
of diminishing the effectiveness of the Federal Reserve System, because
National bank note issues, in the absence of demand for additional cur-
rency, result in a decline of Federal Reserve notes in circulation and in
a corresponding diminution in the assets of the Reserve banks, thus de-
creasing their contact with and influence over credit conditions.

Issue of new National bank notes under the bill during the first three
months have aggregated $125,000,000. These issues have not increased
the total amount of currency outstanding, but have been more than offset
by retirement during the same period of Federal Reserve notes. This
illustrates the elastic character of our Federal Reserve currency, which
expands when there is a demand for more currency and contracts when
the demand diminishes for any reason, including the issuance of currency
by another agency like the National banks. The principal effect of the
measure on the currency to date, therefore, has been to substitute inelastic
National bank currency for about $125,000,000 of elastic Federal Reserve
currency.

When the new National pank notes are retired in 1935, as they must
be under the law, their place will once more be taken by Federal Reserve
notes, and the elasticity of the Federal Reserve System is such that this
retirement need have no adverse effects on general credit conditions. I
recommend that no extension of this privilege be given.

NATIONAL BANK FAILURES.

During the year ended Oct. 31 1932, 336 National banks suspended
operations due to closing, while 54 closed National banks were restored
to solvency or reorganized during a like period and either reopened or sold
to other institutions. In the same period receivers were appointed for
380 National banks, of which total 47 appointments were made for the
purpose of completing unfinished business or to enforce stock assessments,
the collection of which was necessary under contracts to succeeding in-
stitutions which purchased the assets of the banks under terms by which
depositors were paid in full. Of the remaining 333 appointments for
actual failures, 16 were terminated by restorations to solvency, leaving
317 to be liquidated by receivers. In addition to the 16 receivers’ ap-
pointments during 1932 for actual failures later terminated by restorations
to solvency, nine insolvent National banks for which receivers were ap-
pointed in 1931 were also restored to solvency during the current year,
making a total of 25 receiverships restored to solvency during the year 1932,
These figures for the year 1932 may be compared with 339 receivers’
appointments during the previous year for actual failures, seven of which
were restored to solvency with the appointment of receivers for 30 banks
to complete unfinished business or to enforce stock assessments. In
addition to the 25 receiverships restored to solvency during the year ended
Oct. 31 1932, as mentioned above, there were during such period 26 ade
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ditional suspended National banks restored to solvency without the appoint—
‘ment of receivers. The capitalization of the 380 banks for which receivers
were appointed during the past year was $50,505,585, as compared with
the capitalization of the 369 banks for which receivers were appointed
during the previous year of $46,862,000.

‘While the year ended Oct. 31 1932 has proved to be a severe one with
respect to National bank suspensions, as evidenced by the 336 suspensions
during such period, compared with 386 suspensions during the year ended
Oct. 31 1931, it is nevertheless found that the 100 suspensions of National
banks during the month of October 1931 still remain as a peak figure, with
74 National bank suspensions in January being the nearest approach
thereto during the year 1932. It may also be noted that the 100 National
bank suspensions in October 1931 involved approximately $111,000,000
in deposits as against approximately half that amount, or $63,500,000 of
deposits, in the 74 suspensions in January 1932.

NATIONAL BANK SUSPENSIONS, REORGANIZATIONS AND RESTORA-

TIONS TO SOLVENCY, BY MONTHS, FOR REPORT YEAR ENDED
OCT. 31 1932.

Total
Depostts.

Number
of Banks.

Total
Deposits.

Number

Month. of Banks. Month.

Suspensions.
1931—November .
December._
1932—January . _ .
February _ _

S Reorg. & Restora-
28,039,000|| tions to Solvency.
87,448,000((1931—November -
63,686,000 December...
17,098,000||1932—January . _ .

4,484,000 February . _
2,634,000
6,258,000
42,474,000
17,546,000
11,853,000
2,980,000
6,603,000

291,103,000

2,666,517
11,227,237
4,397,598
1,830,345
7,633,986

54,660,261

August .. _.
September ..
October....

October..___

DR R WO b

Total.._.

Total.._.
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Suspensions by Size of Capital Stock, 1932.

It will be found interesting to consider the character of the 336 sus-
pensions during the year ended Oct. 31 1932. As indicated by figures
compiled over prior years, all National bank suspensions with capital
of $25,000 or less amounted to 32.1% of the total of such suspensions
during the period 1921 to 1931 inclusive; 41.4% were of capital from $25,000
to $100,000, but not including $100,000; 16.9% were of capital from
$100,000 to $200,000, but not including $200,000, with the remaining 9.6 %
of capital of $200,000 or more. v s

National bank suspensions during the current year appear to have
departed somewhat from this capital stock set-up for prior years to the
extent that only approximately 23.5% of the 336 suspensions during the
year ended Oct. 31 1932 had capital of $25,000 or less; 35.7% capital of
$25,000 to $100,000, but not including $100,000; 22% capital of $100,000
to $200,000, but not including $200,000, and 18.8% capital of $200,000 or
more. However, these National bank suspensions for the year 1932
still indicate the preponderance of insolvencies as generally in the smaller
bank class, the total percentage of such failures with capital of less than
$200,000 amounting to 81.2% of total failures.

The following table indicates the comparative percentages by size of
capital stock of National bank suspensions for the year ended Oct. 31 1932
and for the period 1921 to 1931 inclusive, as well as of all bank suspensions
for the period 1921 to 1931 inclusive:

BANK SUSPENSIONS BY SIZE CAPITAL STOCK, YEAR ENDED OCT. 31
1932, AND FOR PERIOD CALENDAR YEARS 1921 TO 1931, INCL.

Per Cent of Total Number Suspensions.
1 Ba‘nk

National Bank|Nattonal Bank b
Capital Stock of— Suspensions, | Suspensions, usp
: Year Ended Ml"eriod Pertod

Oct, 31 1932.| 1921-1931. 1921-1931.

$25,000 and less 2 32.1 57.5
$25.001 to $49,000. . 8. 9.1
$50.000 to $99,000- . ; 32. 17.

$100.000 to $199,000 . | 16 8.
$200.000 to $999.000- : 8 4.
$1,000,000 and over. . s .
Not avallable 0 1.

100.0 100.

Suspensions by Size of Town or City, 1932.

In a consideration of National bank suspensions during the year ended
Oct. 31 1932 with respect to the relative size of town or city in which
located, it may first be noted that of all bank suspensions, both National
and State for the period 1921 to 1931 inclusive, 56% thereof were located
in towns of 1,000 population or less, 19.4% in towns of 1,000 to 2,500
population, 12.7% in towns of 2,500 to 10,000 population, 4% in cities
of 10,000 to 25,000 population and 7.9% In cities with a population of
25,000 or more.

National bank suspensions during the current year as compared to figures
above for all bank suspensions, 1921 to 1931, show a tendency toward
larger population centers to the extent that 20.2% of such suspensions
during the year ended Oct. 31 1932 occurred in towns of 1,000 population
or less, 24.4% in towns of 1,000 to 2,500 population, 28.6% in towns of
2,500 to 10,000 population, 13.7% in cities of 10,000 to 25,000 population,
and the remaining 13.19% in cities with a population of 25,000 or more.
It would appear from this compilation of National bank suspensions by
size of town or city that the smaller towns and cities are, under the pre-
vailing structures of our banking systems, particularly susceptible to
bank suspensions, It should be noted, however, that the differences out~
lined above between the status of all bank suspensions, both State and
National, 1921 to 1931, and National bank suspensions for the year 1932
are accounted for to some extent by reason of the fact that State banks
included in the first group had in a great many cases capital of less than
$25,000, the minimum for National banks, and therefore, tend to make
up the major portion of banks and bank failures in the towns of very small
population,

Reorganizations.

In addition to the 25 National bank receiverships restored to solvency
during the year ended Oct, 31 1932, as mentioned in a preceding para~-
graph, there were during such period 26 closed National banks restored
to solvency without the intervening appointments of receivers and either
reopened or sold to other institutions. With the above restorations may
also be included three receiverships reorganized during the period. The
combined total of 54 closed National banks thus reorganized or restored
to solvency during the past year had assets at date of suspension aggre-
gating approximately $110,851,769, with deposit liabilities of $54,660,261.

The reorganizations of restorations of these banks to a condition of
solvency with the provision of prompt and much-needed relief to distressed
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depositors were, of course, due primarily to the initiative and enterprise
of local interests, assisted in the majority of cases by the grants of loans
for reorganization purposes by the Reconstruction Finance Corporation.
However, all assistance and co-operation possible were extended by this
office to further the success of these reorganizations as well as otner similar
projects not finally successful.

Much time and effect have been spent in attempting reorganizations
which tais office has been unable to approve, due to their unsoundness.
Some plans failed due to the inability to raise sufficient new capital funds
in a community, but far too many reorganizations are promoted by groups
with selfish motives who desire to effect reorganizations and thus escape
some liability at the expense of the depositors of the bank.

There rests on the Comptroller of the Currency the duty to determine
whether or not a reorganization plan is to the best interests of the creditors
of the suspended banks involved and whether the adoption of such a plan
will result in the reorganization of a bank on a sound basis. Even though
all or substantially all of the creditors of suspended banks may indicate
their desire for the adoption of a plan by executing a creditor’s agreement
to that effect, if the plan appears unsatisfactory or is not for the best interest
of the general public, it follows that the Comptroller must disapprove.
A bank reopened on an unsound basis merely lays a foundation for trouble
in the future and a recurrence of our present difficulties. . . .

Receiverships, Year Ended Oct. 31 1932.

Of the 380 National banks for which receivers were appointed during
the past year, 16 banks were restored to solvency and either reopened
or sold to other institutions, leaving 364 banks to be administered by
receivers. Of the 364 banks so administered by receivers, 47 appointments
were made for the purpose of completing unfinished business or to enforce
stock assessments, leaving 317 banks to be actually liquidated by receivers.

The capital of the 380 insolvent National banks was $50,505,585. The
capital of the 16 banks restored to solvency was $2,060,000. The capital
of the 47 banks for which receivers were appointed to complete unfinished
business or to enforce stock assessments was $9,095,000 and the capital
of the remaining 317 banks to be actually liquidated by receivers was
$39,350,585.

The capital of the 364 banks administered by receivers was 48,445,585
and there had been levied by the Comptroller of the Currency to Oct. 31
1932 stock assessments against their shareholders in the amount of $42,-
915,585. Tigures as to total assets for 20 of these banks are not as yet
available due to insufficient time having elapsed since dates of the more
recent failures to allow receivers to make proper audits and submit first
reports of condition. However, the 344 banks with capital stock of $45,-
220,585 for which first reports of condition were available to Oct. 31 1932
had assets aggregating $406,606,401. Collections from these assets,
including offsets allowed and collections from stock assessments as reported
by receivers to Sept. 30 1932, amounted to 25.87% of such assets and

stock assessments These collections and the disposition thereof were
as follows;
Collections—
Collections from assets, including offsets allowed £108,558,497
Collections from stock assessments 8,270,919
2,990,590

T gy Lol U e o $110,820,006

Disposition of Collections— S
Dividends pald to unsecured creditors (unsecured liabilities at date of
failure as reported by receivers aggregated $229,916,312
Dividends pald to secured creditors (secured liabilities at date of failure
as reported by recelvers aggregated $06,140,777

77
Payments to secured and preferred cr <
Ottte ATlowed And Bt editors other than through dividends

$21,078,195

1,454,765
54,541,172
13.826,355

T2 25,804,160

$119,820,006
In addition to the above record, it is found that total secured and un=
secured claims proved as reported by receivers to Sept. 30 1932, in con-
nection with these banks aggregated $104,312,687. The outstanding
circulation of the 364 receiverships at date of failure was $21,949,012,
seoured by United States bonds on deposit with the Treasurer of the United
States of the par value of $22,407,000, while total deposits at date of
failure amounted to $269,439,173. . . .

Active Receiverships As of Oct. 31 1932.
The 971 banks that were, as of Oct. 31 1932, still in charge of receivers
and in process of liquidation had assets, including assets acquired subse-
quent to their failure, aggregating $1,159,036,150. The capital of these
banks was $115,442,685, and there had been levied by the Comptroller
of the Currency to Oct 31 1932 stock assessments against their share-
holders in the amount of $106,972,585. The collections from these assets,
including offsets allowed and collections from stock assessments, as reported
by receivers to Sept. 30 1932, amounted to 40.76% of such assets and
stock assessments. These collections and the disposition thereof were
as follows;
Co(ljlneléﬁtl)%”r;m sets, I
Collections from :a‘)cks'ns:ggr(rl\?xﬁf fese Moved

$478,771,807
-- 37,315,909
11,660,513
$527,748,229

Disposition of Collections—

Dividends paid to unsecured creditors (unsecured labllities at date of

fallure as reported by recelvers aggregated $693,905,276)
Dividends paid to secured creditors (secured liabilities at date of failure
as reported by receivers aggregated $246,657,508) 8,877,073
Payments to sccured and preferred creditors, other than through dividends 184,698,420
Offsets allowed and settled 58,967,041
5,152,141
18,462,144

None
48,573,629

$203,017,781

$527,748,229

In addition to the above record, it is found that total secured and un-
secured claims proved against these 971 receiverships as of Sept. 30 1932
aggregated $536,174,402. The outstanding circulation of the 971 re-
ceiverships at date of failure was $54,113,449, secured by United States
bonds on deposit with the Treasurer of the United States of the par value
of $54,841,260, while total deposits at date of failure amounted to $769,~
536,273.

Receiverships Terminated Year Ended Oct. 31 1932.

During the year ended Oct. 31 1932, 97 receiverships were liquidated
and closed, in addition to which 25 receiverships were restored to solvency
and either reopened or sold to other institutions. The 97 receiverships
finally closed had assets, including assets acquired subsequent to their
failure, aggregating $78,188,867. The capital of these 97 banks was
$7,187,500 and assessments against shareholders levied by the Comptroller

wrenc aggregated $5,697,500. The collections from these assets,
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.lnduding offsets allowed and collections from stock assessments as in-

dicated by receivers' final reports, amounted to 64.07% of such assets
and stock assessments. These collections and the disposition thereof
were as follows;

Collections—
Collections from assets, including offsets allowed
Collections from stock assessments

$50,707,758
3,039,714

$53,747,472

Disposition of Collections—

Dividends pald to unsecured creditors (unsecured liabilities at date of
fallure as reported by receivers aggregated $47,095,721)

Dividends paid to secured creditors (secured liabilities at date of fallure
as reported by receivers aggregated $14,155,403)

Payments tosecured and preferred creditors, other than through dividends

Offsets allowed and settled

Disbursements for the protection of assets

Payment of receivers' salaries, legal and other expenses.

Cash returned to shareholders.

$31,269,436

1,098,247
11,795,149
4,92

802,914

$53,747.472

Total secured and unsecured claims proved against these 97 receivership8
finally closed aggregated $47,072,174.

In addition to this record of distribution, there were returned to share-
holders, through their duly elected agents, assets of a book value of $90,411.

From the above it will be noted that the average percentage of all divi-
dends paid on the aggregate of secured and unsecured claims proved against
the 97 receiverships that were finally closed during the year ended Oct. 31
1932, but not including the 25 banks restored to solvency which paid 100% .,
was 68.76%. If payments to secured and preferred creditors, offsets,
and other disbursements, as indicated above, were included with the
dividends paid in this calculation, the total disbursements to creditors
would amount to $49,902,935, or 77.24% of the total of claims proved
plus other liabilities paid but not included in the figure above of proved
claims, or $64,607,426.

It may also be of interest to note that the average percentage of dividends
paid unsecured creditors, to unsecured liabilities at date of failure of the
97 receiverships that were finally closed during the year ended Oct. 31
1032, but not including the 25 banks restored to solvency which paid
creditors 1009, was 66.40%. The average percentage of dividends paid
secured creditors, to secured liabilities at date of failure of the 97 receiver-
ships amounted to 7.76%, while dividends, together with other payments
to secured and preferred creditors, amounted to $12,893,396, or an average
payment on secured and preferred liabilities at date of failure of 91.09%.
The inclusion of offsets allowed with dividends paid to unsecured creditors
gives total payments of $36,196,965, or an average total return upon
unsecured liabilities at date of failure of 76.86%, while all payments to
all creditors, consisting of offsets, dividends paid on both secured and
unsecured liabilities, and other payments on secured and preferred liabilities
amounted to $49,090,361, or an average total return of 80.15% upon
all liabilities at date of failure in the amount of $61,251,124. In making
the above calculations no consideration has been given to additional se-
cured and unsecured liabilities of the 97 receiverships established subsequent
to failure, the inclusion of which would reduce somewhat the percentages
given.

Expenses incident to the administration of these 97 trusts, such as re-
ceivers’ salaries, legal and other expenses, amounted to $3,041,623, or
3.63% of the book value of the assets and stock assessments administered,
or 5.66% of collections from assets and stock assessments. The assess-
ments against shareholders averaged 79.27% of their holdings and the
total collections from such assessments as were levied were 53.35% of the
amount assessed. The outstanding circulation of the 97 receiverships
at date of failure was $3,596,114, secured by United States bonds on
deposit with the Treasurer of the United States, of a par value of $4,196,400,
while total deposits at date of failure amounted to $47,739.776. . . .

BRANCHES.

On Feb. 25 1927, the date of the passage of the so-called McFadden bill,
there were in existence in the National system 372 branches as compared
witn a total of 1,314 branches in operation on Oct. 31 1932.

During the intervening period 1,374 branches have been added to the
system, of which 557 were de novo branches, 307 were branches of State
banks which converted into National associations, and 510 were brought
into the National system through consolidations of State with National
banks, while 432 branches were relinquished, of which latter number 259
went out of the system through the liquidation of the parent institutions,
and the remainder, 173, were discontinued through consolidations and
for various other reasons. The net result of these operations was a gain
for the National system of 942 branches for the period under discussion.

In the year ended Oct. 31 1932 a net gain of 130 brancaes was recorded,
102 de novo branches being estaolished, while 162 branches were brought
into the system through the consolidation of State banks with National
banks, a total of 264 branches.

One hundred and thirty-four branches were lost to the National system,
104 through liquidation of the parent bank and 30 through action of the
directors and shareholders.

There follows a summary of branch banking operations in the National
system during the period discussed in the foregoing:

TABLE SHOWING NUMBER AND KIND OF BRANCHES ON FEB. 25 1927
AND NUMBER AND MANNER OF ACQUISITION OF ADDITIONAL

BRANCHES OF NATIONAL BANKS BY YEARS TO CLOSE OF
OCT. 31 1932.

Authorized. Closed. I
n
Volun- Lapsed| Ez-
Local tary or |istence.
. Ligui- |Consolt-
dated.

Conver-|Consoli-
sions of |dations
State State
Banks. | Banks.

On Feb. 25 1927.| 165
Period ended—
Oct. 31 1927_.| 296
Year ended—
Oct. 31 1928.. 8
Oct. 31 1029_. 2
Oct. 31 1930.. 1
Oct. 31 1931..
Oct. 31 1932..

Clty
Br'ches. .|dations.

472

NATIONAL BANKICIRCULATION.

‘Bonds outstanding eligible as security for National bank circulation on
June 30 1932 aggregated $674,625,630, the same as on June 30 of the year
previous, comprising $599,724,050 consols of 1930, $48,954,180 Panama
Canal 2s of 1916-1936, and $25,947,400 Panama Canal 2s of 1918-1938.
On June 30 of the current year the Treasurer of the United States held
as security for National bank circulation $595,994,450 of consols and
874,493,140 Panama Canal 2s, a total of $670,487,590, representing 99.39%
of the aggregate of circulation bonds outstanding.
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The circulation of National banks outstanding on June 30 this year
amounted to $736,674,213, of which amount $669,570,345 was secured
by bonds and the remainder, $67,103,868, was secured by lawful money
held by the Treasurer to provide for the redemption of the notes of banks
retiring their circulation and on account of associations in liquidation.
STATEMENT OF CAPITAL STOCK OF NATIONAL BANKS, NATIONAL

BANK NOTES AND FEDERAL RESERVE BANK NOTES OUTSTAND-
ING, BONDS ON DEPOSIT, &c.

' July 1 1932. | June 1 1932.

Authorized capital stock of nat. banks| $1,589,685,815|81,598,067,815|81,713,822,146
Pald-in capital stock of nat, banks__| 1,589,685,815| 1,598,067,815| 1,713,822.146

Increase or Increase or
Decrease Since|Decrease Since
Above Date. Above Date.

July 1 1931.

Increase of authorized capital stock.
Decrease of authorized capital stock
Increase of paid-in capital stock. .
Decrease of paid-in capltal stock_ _

8,382,000 124,136,331

National bank notes outstanding se-
cured by United States bonds, old
and new series

National bank notes standing se-
cured by lawful money, old and
new serles

Total national bank notes out-
standing, old and new series___

$669,570,345| $668,580,423| $665,591,438

67,103,868 70,036,500 31,413,008

$738,616,923|  $697,004,446

Increase or Increase or
Decrease Since|Decrease Since
Above Date. Above Date.

Increase secured by United States bonds $989,922
Decrease secured by United States bonds - -
Increase secured by lawful money

Decrease secured by lawful money

$736,674,213

$3,978,907

Net increase
Net decrease

Federal Reserve bank notes outstand-
ing secured by U. S. bonds

Federal Reserve bank notes outstand-
Ing secured by lawful money._____

$2,973,962
$2,973,962

$2,772,040
$2,772.040

$2,772,040

$2,772,040!

Increase or Increase or
Decrease Since| Decrease Since
Above Date. Above Date.

Total Fed. Res. bank notes outst'g

Increase secured by United States bonds
Decrease secured by United States bonds
Increase secured by lawful money____
Decrease secured by lawful money

Net increase
Net decrease_ _ = ol | $201,922

On Deposit National Bank Notes of|Fed'l Res.

10 Each Denomination Bank Notes
Outstanding. of Each
Denom.

Series.|Outstand'g.

Kinds of Bonds
on Deposit,

Secure
National
Bank Notes.

Old Sertes. |New

$340,749 $1,757,702
162,420 o - 487,363
13,837,765/8137,158,370| 326,970
26,756,640 269,847,030 85,155
27,431,080 209,206,840 103,050
5,048,100| 25,365,850
6,323,900] 19,243,000

$670,487,590) U

———— |

U, S. consols 0f|$595,994,450/ |$

1930 (2%).. 3
48,791,060

- 8. Panama
of 1936 (29;,) $
25,702,080 |3:

. 8. Panama
of 1938 (29;)

$80,071,210 $660,821,302
228,000 3,990,210
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Statements showing the amount of National bank notes and Federal
Reserve notes received monthly for redemption in the yvear ended June 30
1932, the source from which received, the rate per $1,000 of National
bank notes redeemed, and the rate per 1,000 notes of Federal Reserve
notes redeemed are published in the appendix of this report.

NATIONAL BANK OF ISSUE.

Of the 6,150 reporting National banks on June 30 1932 there were 5,066
banks with capital of $1,185,450,000 issuing circulating notes, and on
the same date the amount of notes outstanding aggregated $652,168,000.
The 1,084 banks which did not exercise the circulation privilege had capital
stock paid in amounting to $383,533,000.

A table disclosing, according to Reserve cities and States, the number
of National banks issuing circulation, their capital and amount of circu-
lation outstanding, together with the number of associations not issuing
circulation and their capital on June 30 1932 is published in the appendix
of this report.

There is also published in the appendix a table showing by months
the profit on National bank circulation based upon a deposiv of $100,000
Panama Canal 2% bonds of 1916-1936 at the average net price during
the year ended Oct. 31 1932. The table includes also like figures relative
to $100,000 of United States 2% consols of 1930 so far as may be com-
buted. Due to the unknown date of maturity of the consols, however,
it is impossible to determine the amount of sinking fund necessary to
provide for liquidation of the premium paid for the bonds and this must
be known to calculate the profit on circulation secured by an investment
in consols. The tables mentioned are supplemented by others showing
the investment value of circulation bonds quarterly and the monthly
range of prices in New York in the year ended Oct, 31 1932.

With reference to the Federal Home Loan Bank Act approved July
22 1932, Section 29 of which extended the circulation privilege to National
banks for a period of three years upon the deposit with the Treasurer
of the United States bonds with interest not exceeding 334 9% heretofore
issued or issued during the period, no calculation can he made of profit
on circulation through bonds used for such purpose due to the indeterminate
market value of the bonds at the end of the three-year period. . . .

INVESTMENTS OF NATIONAL BANKS.

The tables following disclose a summary of the investments of National
banks in United States Government and other bonds and securities held
June 30 1930, 1931 and 1932, and a detailed classification by Reserve
cities and States of bonds and securities other than United States owned
on June 30 1932.

June 30 1930.| June 30 1031.|June 30 1932.

Domestie securities—
State, county and munieipal bonds_ ..
Railroad bonds
Other public seryice corporation bonds
All other bonds
Stock of Federal Reserve Bank_ 100,780,000
Stock of other corporations._ . . . 111,595,000
Collateral trust and other corp. notes_| 122.; 38,000
Municipal warrants 104,381,000,
All other, incl. claims, judgments, &c. 39,205,000)
Foreign securities—
Government bonds 267,816,000

s s
997,220,000(1,031,407,000
719,688.000| 652,665,000
828,198,000 684,465,000
886,614,000 686,308,000

98,315,000{ 90,417,000
119,160,000{ 114,669,000
145,837.000| 118,240,000
112,487.000] 86,201,000

34,602,000 34,576,000

230,970,000| 168,155,000
Other foreign securities,
bonds of municipalities, &c 245,469,000 176,793,000

Total 4,134,230,000/4,418,569,000(3,843,086,000
United States Government securities__ . 2,753,041,000 3,256,268,000(3,352,666,000

—_—
Total bonds and securities of all classes'6,888,171,000 7,674,837,000'7,196,652,000

NATIONAL BANK INVESTMENTS IN UNITED STATES GOVERNMENT

SECURITIES AND OTHER BONDS AND SECURITIES, &¢., LOANS
AND DISCOUNTS (INCLUDING REDISCOUNTS) AND  LOSSES
CHARGED OFF ON ACCOUNT OF BONDS AND SECURITIES, &e.,
AND LOANS AND DISCOUNTS, YEARS ENDED JUNE 30 1918 TO
1932, INCLUSIVE.

8
791,954,000
660,628,000
783,788,000
891.625.000

including
259,890,000

$70,843.120 8—656.R31.002 $2,772.040

*Notes redeemed but not assorted by denominations,

In the year ended Oct. 31 1932 the withdrawal of bonds held by the
Treasurer of the United States in trust as security for National bank
circulation amounted to $113,829,230.

The withdrawals by reason of liquidation of banks amounted to $17,123 -
290, and on account of banks placed in charge of receivers $33,765,890.

Bonds held by the Treasurer of the United States in trust as security
for circulation were augmented to the extent of $248,246,480 on account
of deposits made by newly-organized banks and by those increasing their
circulation. The transactions of the year by months in each account,
named are shown in the following statement:

UNITED STATES BONDS DEPOSITED AS SECURITY FOR CIRCULATION
BY BANKS CHARTERED AND BY THOSE INCREASING THEIR
CIRCULATION, TOGETHER WITH THE AMOUNT WITHDRAWN
BY BANKS REDUC G THEIR CIRCULATION, AND BY THOSE
CLOSED, DURING EACH MONTH, YEAR ENDED OCT. 31 1032.

Bonds Depos-

ited by Banks

Chartered and

Those Increas-| by Banks

ing Circulation| Reducing

During Year.| Circulation.

Bonds
Withdrawn

Bonds
Withdrawn
by Banks

Bonds
Withdrawn

in
Ligquidation. |Insolvency.

S
6,150,000
500,000
10,100,000
8,217,000
4,833,000

1,100,000

S
2,001,000
3,703,750
4,037,500
1,379,990
1,938,500
1,203.750

$
5,870,750
12,345,750
13,663,150
17,344,690
10,880,050
6,555,500
9,045,100
5,688,250
13,090,350
69,752,100
51,742,890 )
32,267,900 8,197,940 425,000 1,850,000

248,246,480 | 62.940.050 | 17,123 200 | 33,765.890
*Includes $3,923,500 depos‘ted by 42 of 68 banks chartered uring the year

REDEMPTION OF NATIONAL AND FEDERAL RESERVE BANK
CIRCULATION.

During the year ended June 30 1932 National bank notes and Federal
Reserve notes aggregating $1,347,574,855.50 were redeemed in the United
States Treasury at a total expense of $471.800.90.

Redemptions included Federal Reserve notes amounting to $956,031,635
and National bank notes of $391,543,220.50, the latter amount including
$37,252,130.50 redeemed on retirement account,

National bank notes were redeemed at an average cost of $1.08 per
$1,000; Federal Reserve notes received from various sources 93 cents
per 1,000 notes, and cancelled and other Federal Reserve notes received
direct from Federal Reserve banks and branches 45 cents per 1,000 notes

redeemed.

Date.
1931—November _
December._ _
1932—January _ _ _

September '4431750 | 1,000,000

October

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

[In Thousands of Dollars)

’[ [ Percentage of Loss
’ | Charged Off—

Losses | Losses (On Bonds, On
Charged Charged, and Account
Loans and Off on | Off on |Securities Loans &
Discounts | Bonds | Loans | to Total Disc'nis
June 30. Govern- | Bonds and (Includ’g | ana and |Bonds & to Total
ment and | Securl- | Redis- | Securi-| Dis- | Securit's Loans &
Securities, Securities ties, &c.| counts), ties, &c.'counts. | owned. |Disc'nts.

1,12

Total

Year United
Other Bonds

Ended States

1918___ 12,129,283 1,840,487 3,969,770 10,135,842 44,350 33,064
1919 176,314 1,875,600 5,051,923 11,010,206 27'319| 35,440
1269,575 1,916,890 4,186,465 13,611,416 61'790, 31,284

g 025,081/12,004,515 76.179) 76.210
48,214 33 444 135,208

\703/11,817,671) 21,890 120,438

50 5,142,328/11,978 728 24'642/102.814
5,730,444/12,674,067 25.301| 05,552

372,985 5,842,253/13,417,674 23/783| 93'605
8/3,797,0406,303,21813,955,606 27 570 86,512
7.4,256,281|7,147,448(15,144,905/ 29'191| 92’106
808,860 3,852,675/6,656,535/ 14,801,130/ 43/458| 86.815
,753,0414,134,230/6,888,171/14,887,752 61371 103,817/ .89
3,256,2684,418,569(7,674,837|13,177,485/119,204(186/864]  1.55
--13,352,666'3,843,086/7,196,652'10,281.676/201' 848 250,478
NUMBER OF NATIONAL BANKS, CAPITAL, SURPLUS, NET ADDITION

TO PROFITS, DIVIDENDS AND RATIOS, YEARS ENDED JUNE 30
1914 TO 1932.

[In Thousands of Dollars)

' ; Ratios.

| Net Addition to
Profits.

|
|
Year [

|
‘ [ |I)lvl(l'¢l.s'
Surplus. Net Divt- | Divi- 1]
Addition dends. | dends Capital|
to l o and To _ital and
| Profits. Capital. Surplus,(,‘allllal. Surplus

6.80%|14.03%| 8.39%
6.33 [11.80 | 7.08

14.78
17.96
19.33
21.556
23.09

EndedNo. of Capital.

June30 Banks. To Cap-

[
|
|

7,453 |1,063,978
7,560 (1,068,577
7,571 (1,066,209
7,589 11,081,670
7,691 11,098,264
7,762 |1,115,507

714,117| 149,270 120,047 11.37
726,620| 127,005 113,707 10.63
157,544 114,725 10,76
194,321125,538 11.61
212,332 120,77811.82
240,366 135,588/12.15
8,019 (1,221,453 282,083 147,703 12,10
1,273,23711, 216,106 158,158{12,42
1,307,199/1,049,228 183,670 165,884/12 60
|1,328,791/1,070,600| 203,488(179,176(13.48
11,334,011/1,080,578, 195,706{163,683/12.27
|1,360,385(1,118,053 223,035165,03312.05
1,412,872/1,108,899| 249,167173,753(12.30
1,474,173/1,256,045| 252,319/180,753(12.26
1,593,856/1,419,605 270,158 205,358(12.88
1,627,375(1,479,052| 301,804 222,672(13.68
1,743,974(1,591,330( 246,261/237,020(13.50
6,805 |1,687,6631,403,876| 52,5641211,301/12.52
6,150 11,568,983'1,250,425 %139,780'169,155'10.78

* Deficit.

B e B S o Tk S Lot s oS
B i el R
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EARNINGS, EXPENSES AND DIVIDENDS OF
NATIONAL BANKS.

A comparative statement of the earnings, expenses and dividends of
National banks for fiscal years ended June 30 1931 and 1932, and state-
ments showing the capital, surplus, and the earnings, expenses, &c., of
these associations in Reserve cities and States and Federal Reserve districts
June 30 1932, follow:

EARNINGS, EXPENSES AND DIVIDENDS OF NATIONAL BANKS FOR
THE FISCAL YEARS ENDED JUNE 30 1931 AND 1932.

June 30 1931.
(6,805 banks).

June 30 1932.
(6,150 banks).
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PRINCIPAL ITEMS OF RESOURCES AND LIABILITIES OF ALL REPORT-
ING BANKS IN CONTINENTAL UNITED STATES AS COMPARED
WITH SIMILAR DATA FOR MEMBER BANKS OF THE FEDERAL
RESERVE SYSTEM, ON OR ABOUT JUNE 30 1932.

Member Banks.

P.C.toall
All Reporting
Reporting Banks:x Savings |Banks:o
Banks:x 6,980 Ezcept Banks a 227
19,103 Banks to all Mutual 594 Banks
Banks (000 Report- Savings Banks (000
(000 Omitted). ing and (000 Omit-
Omilled) . Banks.x | Private. | Omitted). | ted).

Mutual |Private

Per Cent.
Iiems.

Capital stock
Surplus

Dividends declared
Gross earnings:

$1,687,663,000
1,493,876,000
211,301,000

761,889,000,
320,076,000,
28,346,000
15,205,000
15,262,000

732,000
26,688,000
50,342,000
90,224,000

$1,308,764,000

$1,568,983,000
1,259,425,000
169,155,000

615,357,000
208,841,000
14,645,000
12,072,000
18,172,000

627,000
22,366,000
24,869,000
83,092,000

$1,090,041,000

Intorc% (including divs.) on investments

Interest on balances with other banks. __

Domestic exchange and collection charges

Foreign exchange department

Commissions and earnings from insurance pre-
miums and the negotiation of real estate loans

Trust department

Profits on securities sold.

Other earnings

Expenses pald:
Salaries and wages_ ... __________
Interest and discount on borro
Interest on bank deposits._ .
Interest on demand deposit:
Interest on time deposits. . _

$275,593,000
9,018,000
46,115,000
106,268,000
2,880,074,000
64,140,000
158,816,000

$948,024,000!

$239,200,000
21,504,000
25,820,000
66,772,000
230,439,000
48,080,000
139,783,000

$771,598,000
$318,443,000
16,753,000
9,521,000
16,051,000

$360,768,000

Other expenses. .. .

Net earnings

¥ ecoveries on charged-oft
Loans and discounts___
Bonds, securities, &c

$360,740,000
16,606,000
9,350,000
9,356,000

$396,052,000

Losses and depreelation charged off:
On loans and (l[‘iLOIlllL‘(

$186,864,000
On homls securities,

119,294,000
18,448,000
221,000

$259,478,000
201,848,000
17,693,000
2,809,000
18,684,000 18,720,000

$343,511,000|  $500,548,000
$52,541,000| x$139,780,000
12.529 10.78%
647 g

3.11%
1.65%

On foreign exchange . _
Other losses ..

Net addition to profits to capital *
Net addition to profits to capital and surplus *_

* Capltal and surplus as of end of fiscal year. x Deflcit.

The resources and liabilities of all reporting banks June 30 1928 to
1932 are shown in the following statement:

RESOURCES AND LIABILITIES OF ALL REPORTING BANKS ON OR
ABOUT JUNE 30 1928-1932.

In thousands of dollars]

1928,
(26,213
Banks).

1930.
(24,079
Banks).

1931.
(22,071
Banks).

1929,
(25,330
Banks) .

1932.
(19,163
Banks) .

Resources—
Loans and discounts (incl.
> redlscounts)
Overdrafts .
Investments. -

Bank'g house, furn,&fixt -

Real est. owned other than
banking house

Cash In vault

Reserve with Federal Re-
serve banks or other Re-

serve agents we=-| 3,105,840
Due from banks. . .. 3,616,408

Exchanges for clearing
house & other cash items| 1,753,008| 1,691,772 2,884,635 981,057
1,779,186 1,973,946( 2,151,748 1,355,581

Other resources
71,574,328(72,172,505|74,020,124(70,209,149(57,245,131

39,542,067(41,376,269|40,460,670(35,164,850(28,074,640

50,407 56,857 49,438 45,650 15,213
-|18,771,814/17,348,738| 17,944,728/ 20,060,153/ 18,223,241
1,663,696| 1,754,454 1,810,357 1,808,254 1,681,989

403,967| 390,816] 425,151| 446,488] 526,750
887,845 8190,928| 865,070| 884,327| 791,627

3,433,102
3,094,325

3,402,189
4,133,720

1,946,709
2,316,809

3,192,200
3,567,525

2,674,041
2,920,092

Liabilittes—

Capital stock pald in 3,525,522| 3,706,078 3,889,419
D 4,145,520| 4,611,608| 4,068,000

Undivided profits—net .. _| 1,226,361| 1,007,386| 1,154,804

Res. for divs., conting. &c. x 161,483 268,276

Res. for Int., taxes, and
other expenses accrued
and unpald

National bank circulation.

Due to banks

Certified &
and cash letters of credit
and travelers' checks
outstanding. .

Demand deposits

Time deposits (incl. pos
savings)

United States deposits. .

Deposits not classified ¢

3,669,998
4,792,851
1,010,128

358,102

3,317,864
4,058,070
716,598
445,969

a83,753
649,005
4,081,028

122,737
652,339
4.337,120

142,776
649,452
3,629,197

4,828,741| 8, 212,110

b882,510| 837,430| 1,615,277| 1,083,003| 565,866
24,306,651(24,350,164|24,098,516|21,326,210|16,405,579

28,538,100|28,787,617|29,465,361/29,159,361/24,774,389
222,816 286,112 213,722] 448,189| 424,325
399,938 20,121 117,199 19,240, 8,000
b58431061(57,910,641|59,847,195/56,864,744(45,390,269
1,566,146| 1,630,703| 665,817| 457,620 1,248,780

a7,217 55,523 47,678| 812,335 48,613

a411,763| 440,017 585,969 938,407| 528,310
z1,527,881| 1,665,048 1,816,891| 1,067,821 761,219

71,574,328|72,172,505!74.020,124170,209,149157,245,131

x Included in undivided profits, a For National banks only; figures for banks
other than National Included In undivided profits. b Revised to include oash letters
of credit sold by National banks and ding. ¢ For banks other than Natlonal.
= Includes cash letters of credit sold by banks other than National and

Total deposits

Bllls payable & rediscounts
Agreements to repurchase

ding.

Loans.b

Investments
Cash - 773,272
3,287,759

$27906414| $16587185
-{18,170,023|11,413,618
478,224

59.44 76.31 [$6,140,558($28,494
62.82 81.74 4,194,572
61.84 8 55,994
74.23

60.48

58.18
63.09

2,440,467
Surplus & undivided
profits 4,756,702| 2,876,935
Dcposlts (demand &
time) 40,977,215(23,839,753
Aggregate resources|56,920,166'35,911,061

1,043,248

10,038,774
11,134,142

x Exclusive of banks in Alaska and insular possessions. a Included in all reporting

banks in column 1. b Including overdrafts.
National Banks.

The resources and liabilities of all reporting National banks June 30
1928 to 1932 are shown in the following statement:

RESOURCES AND LIABILITIES OF ALL REPORTING NATIONAL BANKS
ON OR ABOUT JUNE 30 1928-1932.,

[In thousands of dollars]

1928
(7,601
Banks).

1929
(7,536
Banks).

1930 1931
(7,252 (6,805
Banks) . Banks).

Resources.
Loans and discounts (in-
cluding rL(llscouuts)..__ 15,144,995(14,801,130| 14, 887 752|13,177, 485 10,281,676
10,13 9,452 7.7 4,701

Overdrafts ,138 10,193 %
7,147,448 6,888,171 7,196,652

Investments. . - ... .___-- 6,656,535
Banking house, furniture

721,229 747,684 787,750 760,057
125,680 124,584 143,585

and fixtures
Real estate owned other
118,839
315,113 208,003 342,507 338,404

90
7,674, 83:
795,866

125,681
368,589

than banking house_._._.
Cash in vault
Reserve with Federal Re-|
serve banks or other re-
serve agents
Due from banks
Exchanges for clearing
house & other cash items
Other resources

1,453,383
1,885,967

1,344,951| 1,421,676
1,854,187 2,353,669
2

063,332 785,006| 1,207,487| 854,365
740,954| 823,700( 1,003,491| 865,844

28,508,239(27,440,228(29,116,539|27,642,698|22,367,711

1,418,096
2,354,145

1,150,575
1,569,723

427,159
495,179

Liabilities.
Capital stock pald in 1,593,856
Surpli 1,419,695
Undivided profits—net__._ 557,437
Reserves for divs., contin-

1,627,375
1,479,052
487,504

(x) 80,832

1,743,974
1,591,339
545,873

94,962

1,687,663
1,493,876
443,502

130,599

1,568,983
1,259,425
302,521

148,919

Reserves for interest, taxes
and other expenses ac-
crued and unpal

83,753
National b:mk circulation.

649,095
2,738,017

79,129
652,339
2,679,821

62,881
639,304
2,746,412

49,439
652,168
2,175.932 1,800,217
Certified & cashiers’ checks

& cash letters of credit &
travelers’ checks outst'g|
Demand deposits
Time deposits (including
postal savings)
United States deposits_
Total deposits
Bills payable & rediscounts
Agreements to repurchase.
securities sold
Acccm'\nces executed for

241,116
7,940,653

432,005| 372,550| 738,327 531,127
11,003,795(10,504,268|10,926,201|10,105,885]

8,296,638| 8,317,095| 8,752,571 8,579,500| 7,265,640
185,016 228,243| 171,064| 235,226 213,287
a22657271|21,598,08%|23,268,884(22,198,240(17,460,913
801,185 714,507 220,033| 153,533 506,890
7,217 49,660 8,173 10,266 39,535

411,763| 392,623| 511,007 442,235 279,220
326,967| 287,167 391,826/ 380,509 99,698

28,508,239127,440,228129,116,539|27.642,698122,367,711

x Included in undivided profits. a Revised to include cash letters of credit

outstanding.

Banks Other than National.

Through the co-operation and courtesy of officials of banking depart-
ments of the various States, Alaska, and insular possessions, the Comptroller
is enabled to present in this report, as required by Section 333, United
States Revised Statutes, statisfics in relation to each class of reporting
banks other than National.

The resources and liabilities of all reporting banks other than National
June 30 1928 to 1932 are shown in the following statement:

RESOURCES AND LIABILITIES OF ALL REPORTING BANKS OTHER
THAN NATIONAL ON OR ABOUT JUNE 30 1928-1932.

[In thousands of dollars]

1929 1930
(17,794 | (16,827
Banks). | Banks).

1931
(15,266
Banks).

1928
(18,522
Banks).

Resources.
Loans and discounts (in-
cluding rediscounts). . ..|24,397,072|26,575,139(25,572,918|21,987,36517,792.064
: 0,269 6,664 39,986 37,86 10,512
11,624,366/10,692,203(11,056,557|12,385,316/11,026, 583

Banking house, furniture!
942,467 1,006,770| 1,022,607 1,012,388] 921,932

and fixtures
278,287) 271,977 300,567| 320,807| 383,165

Real estate owned other,
than banking house....
572,732 521,925| 523,463 515,738 453,223

Cash in vault
Reserve with Federal Re-
serve banks or other re-|

1,652,457| 1,847,249

2,011,426 1,984,093
1,730,441] 1,713,338

1,640,656| 1,779,575

789,766| 906,766| 1,587.148| 1,092.344| 553.808
1,038,232 1,150,246 1,148,257| 1,450,965 860.402

43.066,089|44,732,277(44,903,585|42,566,451|34.877,420

1,524,366

1,350,369
for o«

2
house & other cash items
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1928
(18,522
Banks).

1929
(17,794
Banks).

1930
(16,827
Banks).

1931
(15,266
Banks).

1932
(131013
Banks).

Liabilities.
Capital stock paid in 1,931,666
Surplus 2,725,834
Undivided profits—net. __ 668,924
Reserves for divs., contin-
gencies, &c (x)
Reserves for interest, taxes
and other expenses ac-
crued and unpaid
Due to banks
Certified & cashiers’ checks|
& cash letters of credit &
travelers' checks outst'g
Demand deposits
Time deposits
postal savings)
United States deposits____
Deposits not classified____
Total deposits

2,169,603
3,132,646
609,882

80,651

2,145,445
3,377,660
608,931

173,314

1,982,335
3,298,975
566,536

227,503

1,748,881
2,798,645
414,077

297,050

68,808
1,453,265

43,608
1,657,299

34,058
2,082,329

27,832
1,411,893

(x)
1,343,011

a449,614| 464,880| 876,950| 551.876| 324,750
13,302,856|13,845,806(13,172,315(11,220,325| 8,464,926

20,241,471|20,470,522(20,712,790|20,579,771{17,508,749

36,900 57,869 41,75 212,963 211,038

399,938 20,121 117,199 19,240 8,000

35,773,790(36,312,553|36,578,311|34,666,504(27,929,356

Bllls payable & rediscounts| 764,961| 916,196| 436,784 '304.087| 741,890
Agreements to repurchase,

securities sold (b) 5,863 39,505| 302,069, 9,078

(b) 57,294 74,062 496,172 249,090
< al200,914| 1,378,781| 1,425,065 687,312 661,521
F ‘Total 43,066,089 144,732,277144,903,585'42,566,451!34,877,420

x Included in undivided profits. a Cash letters of credit In 1928 reported in

*‘other liabllities.” b Included in “other liabilities.'
MONEY IN THE UNITED STATES.

Statements showing the stock of money in the United States in the
years ended June 30 1914 to 1932, and the imports and exports of mer-
chandise, gold and silver in the calendar years 1914 to 1931, and tae nine
months ended Sept. 30 1932, follow:

(including

Dec. 17 1932

STOCK OF MONEY IN THE UNITED STATES, IN THE TREASURY, IN
REPORTING BANKS, IN FEDERAL RESERVE BANKS, AND IN GEN-
ERAL CIRCULATION, YEARS ENDED JUNE 30 1914 TO 1932,

In general circulation
excl. of amis. held
by reporting banks,
Fed'l Res've banks,
ard Treasury.

Coin and|Coin and other|Coin and other| Held by or for
other money in money in re- | Fed. Reserve
money Treasury as |porting banks.| banks and
in the assets.x (a) agents.
United
States. Per Per Per Per | Per

Amit. | Cent.| Amit. |Cent.| Amt. |Cent.| Ami. |Cent.| Cap.

Year
ended
June30|

Millions Millions Millions
42.92 .| 1,820.4(48.17
35.74 46.21
.2/32.41 47.94
3|26.19 2.7/23. 1579.1/45.42|
12.78] { .8 ,599.0/52.11
12.76| - p 50.67
12.84 54.18
11.33 48.75]
44.09
46.49
44.64
46.69
46.39

Millions.| Millions
338.4
348.2

Pt
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)

x Public money in National bank depositories to the credit of the Treasurer of
the United States not Included. a Money in banks of island possessions not included.

Note.—Population estimated at 113,818,432 In 1024; 115,469,094 in 1925;
117,227,000 in 1926; 118,719,000 in 1927; 120,104,000 in 1028;7121,546,198 in 1929,
123,250,000 in 1930; 124,135,800 in 1931, and 124,881,806 In 1932,

Annual Report of Inter-State Commerce Commission—Future of Railroads Caus-
ing More Concern Than Year Ago—Encouraging Feature in ‘‘Surprisingly
Successful’’ Reduction by Roads in Operating Expenses—Urges Congress to
Act Toward Improving Procedure in Railroad Receiverships—Again Urges

Repeal of Recapture Provisions.

In its report to Congress on Dee. 8 the Inter-State Com-
merce Commission noted that “in our last annual report
we discussed the railroad future, which was then causing
most serious concern to the country.”” “It is causing even
more conecrn now than then,’”” says the report, which adds:

The statistics of railroad earnings shown elsewhere furnish the reason.
It was thought in the latter part of 1931 that the bottom had been reached
in the decline of traffic, but there has been a further severe decline in 1932,
with the result that in the 12 months ended with September of this year
the railroads in the aggregate fell considerably short of earning their fixed
charges, notwithstanding drastic cuts in expense which include a cur-
tailment in maintenance expenditures which can not with safety be con-
tinued indefinitely. The forebodings with respect to the future of the
railroads which we noted in our last report have, consequently, become
more widespread and intense.

In the midst of this gloom there are at least three important grounds
for encouragement which merit emphasis:

(1) This fall there was an upturn in traffic which furnishes better reason
for believing that the bottom of the decline has been reached than existed
for the similar hope which was entertained last year.

(2) The railroads have been in general surprisingly successful in reducing
their operating expenses in a ratio reasonably close to the reduction in
operating revenues. In 1929, which was a very good railroad year, the
operating ratio of Class I railroads (including switching and terminal
companies) was 71.7%. In the 12 months ended with September 1932
it was 78.1%, although the 10% reduction in wages was applicable to only
seven months of that period. Much of the expense thus saved will reappear
as traffic returns, but there is good reason to believe that a large part of
it can be permanently saved. Dire necessity for cutting expense always
brings to lizht opportunities in this direction which are overlooked in more
prosperous times, and there is no doubt that many railroads were spending
money rather lavishly prior to the depression. Among the opportunities
which are being seized is the abandonment of branch lines which no longer
have a sufficient traffic reason for existence. Some competent authorities
have estimated that when no more than half of the traffic which has been
lost since 1929 is recovered, the railroads will be able to earn the same
net income as then. Perhaps this estimate is too optimistic, but it is
probably not too remote from the mark.

(3) More or less aimless concern over the future of the railroads is
rapidly being replaced by intensive study directed towards ways and
means of improving the situation. An illustration is the committee of
eminent men who have recently undertaken such a study at the request
of fiduciary institutions, which are large holders of railroad securities.
The results of this study, which is under most capable direction, are bound
to be of value. Associations of shippers and other business organizations
are at work on the problem, and so is railroad labor. Finally, the rail-
roads are clearly approaching an effective realization of the fact that they
must avoid the waste in revenues and expenses which has resulted from
undue and unwise competition with one another, join in research, and
act in comparative unison for the improvement of the conditions which
surround their industry, not only of the conditions for which they may
believe the Government to be responsible but also of the conditions which
are immediately related to their own initiative, enterprise, and ability to
co-operate for mutual advantage. Not only that, but there is reason
to believe that this spirit is beginning to spread over the entire transporta-
tion industry, and that efforts have or will be made to bring the various
rival transportation agencies into some measure of agreement upon a com-
mon program, to the end that there may be a greater degree of co-ordination
of service and a lesser degree of wasteful and destructive competition.

It is well recognized that the first and foremost cause of present railroad
¢roubles is lack of traffic, due to present economic conditions. The remedy
is recovery of business generally. No power can make the railroads pros-
perous when the country is in the depths of depression. But there are
secondary causes which appear to be more susceptible of effective treatment.

Much can be done to improve the competitive transportation situation

and it should receive immediate attention.

In its report the Commission summarized its recomenda-
tions as follows:

RECOMMENDATIONS FOR LEGISLATION,

In summarizing our recommendations for legislation, it seems desirable
to classify them to some extent. In the first group we shall place those
which we deem to be of major and pressing importance and which have a
direct bearing on the general railroad situation. The second group will
include those which relate to matters of lesser magnitude but which are
nevertheless of very substantial importance. The final group will include
those which would improve various provisions of the Acts which we ad-
minister and are desirable, but are not of major consequence. The reasons
for all these recommendations have been fully stated in this report or in
former reports,

Group I.

We recommend:

1. That the inter-State transportation of passengers by common-carrier
motor buses should be regulated in the manner and to the extent indicated
in our report in Co-Ordination of Motor Transportation, 182 1. O. O. 263,
385-6.

2. That the inter-State transportation of property by common-carrier
and contract-carrier motor trucks should be regulated in the manner and
to the extent indicated in the above-cited report, at pages 386-387.

3. That the Congress provide for an impartial and authoritative investiga-
tion for the purpose of determining whether and to what extent rail, motor,
water, and air carriers operating in inter-State commerce are receiving
direct or indirect Government aid amounting, in effect, to a subsidy;
and if so, what steps, if any, are necessary to correct this situation, with
a view to placing competition on a just and equitable basis.

4. That the Congress provide for an impartial and authoritative investiga-
tion for the purpose of determining whether and to what e«tent it is de-
sirable in the public interest that regulations affecting public safety and
convenience in the inter-State operation of motor carriers be made uniform
or consistent throughout the country; and, if so, how and by what authority
such uniformity or consistency may best be brought about and such
regulations enforced.

5. That the desirability of the further public regulation of the inter-
State port-to-port rates of water carriers be thoroughly considered by
the Congress,

6. That for Section 15a of the Inter-State Commerce Act a new section
be substituted which will eliminate the present recapture provisions, both
for the future and retroactively, and which will provide a new rule of rate
regulation for that now contained in paragraph (2), such new rule to make
it clear that in regulating the general level of rates, fares, and charges the
Commission shall, among other things, be guided by the need for producing,
so far as possible, revenues which will ba sufficient for the maintenance
of an adequate National railway transportation system, and also to recog-
nize the principle that the railroads may justly earn a surplus in times
of prosperity as a safeguard against deficiencies in times of depression.
In this connection the repeal of Section 5 (6) (b) and the modification of
Section 19a (f) are also recommended.

7. That Section 5 (2) of the Inter-State Commerce Act be amended
80 as to

(a) Authorize, under Commission supervision, every legitimate and
desirable method of combining railway properties, including consolida~
tions, mergers, purchases, leases, operating contracts, and acquisitions
of stock control of carriers by other carriers, and also by a single holding
company.

(b) Prohibit every other means of bringing railroad companies under
common control or management in a common interest, however such result
is attained.

(¢) Provide that if unfon through a single holding company is authorized,
the Commission shall have jurisdiction over the capitalization of that
company and power, in its discretion, to regulate its accounting, inspect
its books and records, and require reports.

(d) Authorize the Commission, for the proper protection and in further-
ance of its consolidation plan, to investigate holdings of railroad stock
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acquired without its approval after the passage of the Transportation Act,
1920, and if it finds that any such stockholding is resulting or is likely to
result in preventing or hindering the carrying out of the consolidation plan
or in impairing the independence, one of another, of the railroad systems
provided for in such plan, authorize the Commission to require the divest-
ment of such stockholding, or of the voting power of such stock, to the ex-
tent which it deems necessary, subject to the proviso that the Commission
shall take appropriate measures, through trust agreements or otherwise,

" to protect holders of stock from unnecessary and unjust losses resulting
from any such divestment order.

8. That Section 17 of the Act be amended so that the Commission may
be authorized to delegate to individual Commissioners and employees the
power to perform specific duties and to consider and determine specified
matters, subject to the limitations and conditions suggested in our report
dated April 25 1930 to the Chairman of the Committee on Inter-State and
Foreign Commerce on H. R. 11,363, 71st Congress, second session.

9. That the subject of receiverships and reorganizations of carriers by
railroad be considered by the Congress, with a view to legislation intended
to reduce the time and expense involved and to facilitate voluntary financial
reorganizations.

Group II.

‘We recommend:

1. That Section 15 (4) of the Inter-State Commerce Act be amended
80 as to restrict the so-called ‘‘long-haul right' to originating carriers,
or subsequent carriers after they secure possession of the traffic.

2. That the Inter-State Commerce Act be amended so as to restrict
our power to award reparation (1) under the first four sections thereof
to the period commencing 90 days prior to the date on which the complaint
is filed, and (2) in the case of overcharges under Section 6 to the period of
six months prior to the filing of the complaint, such periods to be subject
to the existing exceptions stated in paragraph 3 (c) and 3 (d) of Section 16,
modified to conform with this recommendation; and that actions at law
by carriers for the collection of undercharges be limited to the period of six
months from the time the cause of action accrues.

3. That legislation be enacted to require the rates and practices of for-
warding companies engaged in inter-State commerce to be reasonable
and nonprejudicial; to require such companies to file with us and strictly
observe their published schedules of rates and charges; and to provide
penalties for departures therefrom or for the granting of concessions or
rebates by means of any device whatsoever to any shipper, and make the
administrative provisions of the Act applicable for the enforcement of the
duties so imposed.

4. That the Commission be given access to and jurisdiction over the
accounts of the refrigerator car companies through the agency of which
carriers by railroad subject to the Act furnish protective service against
heat or cold to perishable traffic, and also adequate supervision and control
over the arrangements for service and compensation therefor which the
carriers by raliroad make with these refrigerator-car company agencies.

5. Thau the present exemption provisions of Sections 1 (22), 15a (1) and
20a (1) of the Inter-State Commerce Act, applicable to electric railways,
be amended by substituting provisions exempting all electric railways
except such as interchange standard freight equipment with steam rail-
roads and participate in through inter-State freight rates with such carriers,
provision to be made for exemption of particular electric railways falling
within the excepted class, if upon application they are able to show to the
satisfaction of the Commission, after notice and opportunity to be heard,
that they are not affected with an important national interest so far as the
provisions in question are concerned. The reasons for this recommenda~
tion were stated in our 42nd annual report for the year 1928, at pages 79-81.

That in view of conflicts of authority between the Standard Time Zone
Act of Congress and recent legislation of some of the States, this field be

either more completely occupied by Act of Congress or left wholly to the
States.

From the report we also take the following:

Buggestions are rapidly gaining currency that unless and until competing
transportation agencies are publicly regulated to the same extent as the
railroads, the latter should be given practically a free hand in meeting such
competition. Apparently the thought is to effect this result by relieving
the railroads, with respect to such competitive rates, from the obligation
to give notice (now 30 days or such less time as we may permit) of changes
in rates, from our power to suspend rate changes for investigation, from the
provisions of Section 4 of the Act, and from our power to fix minimum
rates. Until such modifications of the law are definitely sought, we s all
not undertake to express views upon them. It isof utmostimportance to
industry that the rates charged for transportation should be known to all,
uniformly applied, free from undue preference or prejudice, and stable.
The experience of the past proves beyond question that the rate chaos
which is the inevitable result of free and unregulated competition in trans-
portation is destructive in its long-run effects and of possible advantage
only to shippers and communities big enough to extort the largest con-
cessions from the warring competitors. Nothing could be done which would
foster monopolies as effectually as a removal of the safeguards of competition.
At the present time the rate situation lies between these extremes of the
desirable and the undesirable, but the drift seems to be toward rate chaos.
It is essential to the general welfare that this drift be checked and reversed.

In this connection we call attention to the following passage from the
first annual report of the Commission in 1887:

“Nevertheless it was a common observation, even among those who
ml%m hope for special favors, that a system of rates, open to all and fair
as between localities, would be preferable to a system of special contracts
into which so large a personal element entered or was commonly supposed
to enter. Permanence of rates was also seen to be of very high importance
to every man engaged in business enterprises, since without it business
contracts were lottery ventures. It was also perceived that the absolute
sum_of money charges exacted for trasportation, if not clearly beyond
the bounds of reason, was of inferior importance in comparison with the
obtaining of rates that should be open, equal, relatively just as between
places, and as steady as in the nature of things was practicable."”

So much for the competitive transportation situation. We regard it of
prime importance for immediate attention. There are, however, other
things which can be done at once to improve the railroad situation. One
is the repeal of the recapture provisions of Section 15a of the Act, which
we have recommended for the past two years and which is elsewhere dis-
cussed in this report. Another is the substitution for the present rate-
making rule of Section 15a of a new and better rule. This also is elsewhere
discussed.

From various sources there is now constant reiteration of the charge
that the railroads are *‘shackled” by unduly burdensome and restrictive
regulation. For the most part this charge is made in general terms without
specification of particulars. So couched the attack is not helpful. If the
rallroads believe that they are subjected to unduly burdensome and re-
strictive regulation, the sound course to pursue is to ask the appropriate
authorities for definite relief, specifying precisely what they deem to be
objectionable. So far as the Federal regulation for which we are responsible
is concerned, we are prepared to consider this subject with an open mind
in the light of such knowledge and experience as we have gained, but we
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can not consider it effectively until the specifications have been presented.
Much said on this subject, emanating to a very considerable extent from
non-railroad sources, is loose and ill-informed. We believe that it can be
shown, and that the railroads will largely agree, that much of the regulation
now imposed is of benefit both to the country generally and to the railroads
themselves.

With respect to immediate financial relief for the railroads, much has
been done during the year by the Reconstruction Finance Corporation
and the Railroad Credit Corporation, both of which are discussed elsewhere
in this report. Such aid as they have given, however, is inherently of an
emergency and temporary character. It has prevented receiverships which
otherwise would have occurred, but relief through the lending of money
can not be indefinitely efficacious in the absence of a change in fundamental
conditions. While we believe that such a change for the better will come,
it may well be that it will not come fast enough to enable some railroads,
burdened by a heavy load of fixed charges, to avoid receiverships and re-
organizations. As elsewhere indicated, we believe that the Congress should
give consideration to ways and means of improving the procedure now
followed in railroad receiverships and reorganizations, which have often
in the past been a source of undue and unreasonable expense and unnecessary
burden upon security holders.

At the time of our last annual report, the railroads were seeking to
augment their revenues through increases in rates. The tide has apparently
turned in the other direction and our tariff files have been flooded in the
past few months with reductions in rates, through which the railroads seek
to augment their revenues by the more effective meeting of competition.
‘We have generally interposed no obstacles to such reductions and have
facilitated them. When such changes have been suspended for investi-
gation, other railroads have frequently been protestants. The carriers
have not abandoned efforts to augment revenues by increases in rates.
They have the additional problem of endeavoring to conserve their traffic
and revenue therefrom. In these efforts, they are now directing their
attention toward particular forms of traffic.

In view of the concentrated endeavor to improve the railroad situation
which now characterizes all parties in interest and which we have described
above, the outlook is definitely hopeful. Within the next few months it
should be possible to appraise prospects with greater certainty and to de-
termine whether action along normal and usual lines will sufficiently pro-
vide for the maintenance of an adequate and efficient national system of
transportation, without resort to extraordinary remedies.

RAILWAY EARNINGS.

The drastic decline in revenues and income in 1932 has intensified ths
seriousness of the condition of railway finances. The operating revenue
of Class I railways for the first nine months of 1932 were under those o
the same period in 1931 by 27.91%, of 1930 by 42.11%, and of 1929 by
50.56%. The revenues of 1932 include the increases resulting from the
rate advances allowed by Ex parte 103, Fifteen Per Cent Case 1931, 178
1.0.0. 539, 179 I.C.C. 215. The credits to freight revenue from this
source for the first nine months of 1932 amounted to $46,813,497, an
increase of 2.65% above the amount of the freight revenue excluding the
increase. The following table of percentages of decline in revenues in each
month of 1932 from the corresponding month of 1931, January to September,
is of interest because for freight revenue the percentage for September is
lower than for any month since February.

OPERATING REVENUES OF CLASS I RAILWAYS—PER CENT OF
DECLINE, 1932 UNDER 1931.

Freight. lPasxmver.l Other,

September

For the 12 months ended with Sept. 30 1932, the operating revenues
amounted to $3,321,052,031, a decline of $915,535,318 below those of the
calendar year 1931 and about equal to those of the year 1915. In what
proportion this drastic decline in revenues is to be attributed respectively
to the business depression and the sharpened competition of other forms of
transportation it is impossible to state, but undoubtedly the depression
has been the dominant factor. Nevertheless, the effect of the loss of busi-
ness to motor vehicles and waterways is serious and will continue to be so
after the revival of business. To what extent a business upturn will ex-
pand traffic of the railways in those items, such as coal, which have in the
past contributed a large part of railway tonnage and revenue, we do not
venture to predict. But it may be noted that our population, although
growing at a diminishing rate, is not yet stationary, and that the demand
of our people for better housing and other conditions of life is far from satis-
fied. Furthermore, a favorable factor from the financial standpoint is
that the effort to lower the cost of transportation has been stimulated.

The operating expenses of Class I railways for the first nine months of
1932 were less than those of the same period of 1931 by 26.66%, of 1930 by
39.36%, and of 1929 by 45.86%. For the 12 months ending with Sep-
tember, 1932, the expenses were $2,592,559,942, compared with $3,265,~
662,356 for the calendar year 1931, $3,976.605,062 for 1930 and $4,560,~
836,482 for 1929. A 10% reduction in wage payments became effective
with February, 1932. Various salary reductions have also been made.
A 10% reduction for all employees amounts to $196,542,578 on the basis
of the pay roll chargeable to operating expenses in 1931, $236,659,496 on
the pay roll of 1930, and $267,408,556 on the pay roll of 1929. The cur-
tailment of expenditure has meant the deferring of some maintenance work
and has contributed to the general unemployment of labor. Another factor
that must be considered is the fact that'charges for railway services are still
on the predepression level, except where bargain fares or special reductions
in freight rates to meet competition have been put in force, while wholesale
prices have fallen to about two-thirds of their 1926 level.

For Class I railways the deficit after taxes, interest, rents and other
charges coming before dividends was $107,117,907 for the 12 months ended
with August, 1932, compared with a net income of $135,546,025 for the
calendar year 1931, $529,008,107 for 1930, and $908,139,579 for 1929.
For the first eight months of 1932, 122 Class I railway companies failed to
cover interest and other fixed charges, compared with 80 such deficit com-
panies in the same period of 1931. The later months of 1932 may serve
to improve the situation somewhat.

If the operating Class I roads are grouped in systems, the number of
systems having deficits after fixed charges for the first eight months of 1932
is 78 and their aggregate deficit is $208,257,840. In 71 cases Class I
roads failed to cover operating expenses, taxes and joint facility and equip-~
ment rents. If grouped into systems, this number falls to 37.

Railway tax accruals in 1931 amounted to $303,528,099, of which $10,-
106,636 was collected by the Federal government and $293,331,463 by




4108

State and local governments. The Federal portion fluctuates with net
income, while the State and local part declined but little in 1931 from its
peak in 1930 and was greater than in 1925.

RAILWAY TAX ACCRUALS OF CLASS I RAILWAYS (EXCLUDING
SWITCHING AND TERMINAL COMPANIES).

State and
Local.

State and

Year. Federal. Total. ’ Year. |Federal.| Local. Total.

ns Millions|Millions| M illion
5 1|1929- -~ ---- $89.5 | $307.2 | $396.7
39.9 308.7 348.6

293.3 303.5

388.9
376.
389.4

280.6
291.5

301.4

THE FIFTEEN PER CENT CASE, 1931.

In our last annual report we described the application of the carriers for
authority to make a general increase of 15% in freight rates as an emergency
measure to maintain credit necessary to the continuance of adequate and
efficient service. Our first report in this proceeding, 178 I. C. C. 539, had
recently been issued. In it we denied the application for a general 15%
ncrease, but stated that we would permit certain smaller and specific
increases in rates upon designated commodities to become effective for a
iimited period, conditioned upon the submission and approval of arrange-
ments between the carriers for the pooling of the revenues accruing from the
suggested increzses, so as primarily to enable them to meet their fixed
interest payments as they matured.

Thereafter the carriers filed a petition stating, in substance, that as a
practical matter the pooling plan for which we had provided could not be
applied, as many of the carriers believed it to be illegal or for other reasons
were unwilling to agree to it. We were asked to accept as a substitute a
plan under which the revenues accruing from the increases would be pooled
in the hands of an agency to be created by the carriers, and loaned by that
agency to individual carriers needing funds to meet fixed charges, the
revenues, however, to be returned ultimately to the contributing carriers.
In a supplemental report, 179 I. C. C. 215, we believed the carrlers.trom
the necessity of complying with the pooling plan set forth in the original
report, and left them free to apply their substitute plan, stating that we
relied on them “to apply the funds to be derived from the authorized in-
creases in rates in aid of financially weak railroads in accordance with the
purposes expressed in our original report.” We also relieved the carriers
from the condition in the former report that if, for competitive or other
reasons, they should ‘‘decrease any of the rates so increased, the amount of
the decrease should be taken from the basic rates rather than from the ear-
marked increases provided herein.”

The carriers have justified the reliance placed upon them in the supple-
mental report, as is shown elsewhere herein under the heading *‘‘Railroad
Credit Corporation,” that being the agency created to administer the
loaning fund. ;

The plan of augmenting the revenues of the carriers thus adopted was
framed in the light of the serious conditions disclosed of record and in the
hope that it would help the general financial situation with benefit to all
concerned, and it sought to produce the maximum effect of bl{is churacfer
consistent with the imposition of minimum burdens upon distressed in-
dustry and minimum disturbance of business conditions. To this end it
appealed to a spirit of co-operation on the part of both shippers and carriers.
It was so received, very generally. The increases became effective, inter-
State on Jan. 4 1932. The State Commissions also permitted them to
become quite generally effective intra-State. In a few instances, however,
they denied all or some of the increases, whereupon the carriers filed petitions
under Section 13 of the Act asking us to determine whether such refusal had
operated to cause any undue or unreasonable advantage, preference, or
prejudice as between persons or localities in intra-State commerce, on the
one hand, and inter-State commerce, on the other, or any unjust dis-
crimination against inter-State or foreign commerce, and to act accordingly.
In Increases in Intra-State Freight Rates, 186 1. C. C. 615, we f9und, with
certain exceptions, that these refusals to permit the increases intra-State
had resulted in unjust discrimination against inter-State commerce, and
that orders requiring the increases to be made should be issued unless the
State Commissions reverse their previous action.

In our original report in the Fifteen Per Cent Case, 1931, We estimated
that the specific increases which we approved would *‘produce between
100 million and 125 million dollars increased revenue on the basis of present
traffic if applied both State and inter-State.” This estimate was approxim-
ately correct on the basis of the then “present traffic.” The increases,
however, are not likely to produce for the year more than $75,000,000, and
may fall considerably short of that sum, due principally to the sharp decline
in traffic since our estimate was made, and to a much lesser extent to the
fact that they have not been uniformly applied intra-State.

As a matter of fact, the actual receipts of the Railroad Credit Corporation
from the increases are to some extent misleading, because in numeous
instances the basic rates have been reduced since the surcharges were
applied, so that the total charges are less than they were before such applica-~
tion. In our supplemental report, as above stated, the carriers were relieved
from the condition that if rates were reduced, the reductions should be
taken from the basic rates, leaving the surcharges in effect and available
for pooling purposes. Nevertheless in most instances they have failed to
avail themselves of that relief and have acted as if the condition were still
in force. We make no criticism of this; on the contrary it is to the carriers’
credit and has helped to relieve the financial emergency of the weaker
railroads. The fact is, however, that to a considerable extent the carriers
have been unable to maintain rates at even the slightly increased level
which we approved, with the result that the surcharge revenues in part do
not represent actual increases in total carrier receipts,

These reductions in the basic rates were made necessary chiefly by
motor-truck or water-carrier competition. In recent months there has
been a veritable flood of such reductions. Less than two years ago the
burden of the carriers’ complaint was that we were continually “whittling
away' rates or denying increases. We endeavored to show in our last
annual report that this criticism was not justified. We are now confronted
with a new criticism, to the effect that we do not permit reductions in rates
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to permit such an increase, but directed their attention to the great inequali-
ties in rates in that territory, in effect advising them to seek needed in-
creases in revenues, not by a horizontal increase in all rates, but by search:
for the particular rates which could and should be increased.

It is likely that present-day competition in the transportation industry
will require not only changes in forms and methods of railroad service but
also very considerable changes in railroad rate structures, including those
which we have prescribed and which were well adapted to the conditions:
which then existed but are not so well adapted to the conditions now pre-
vailing. In this necessary process of change, it is of vital importance to
avoid a degeneration into rate chaos, and to proceed with caution and fore-
sight, rather than with panic.

THE RAILROAD CREDIT CORPORATION.

Pursuant to our findings and decision in Fifteen Per Cent Case, 1931,
the rail carriers organized the Railroad Credit Corporation to administer
the proceeds derived from rate increases authorized on certain specified
commodities in that decision. The carriers had proposed a plan, referred
to as the “Marshalling and Distributing Plan, 1931,"” which, without either
approving or disapproving, we permitted to be put in operation, relying
on the carriers to apply the realized funds in the aid of the financially weak
roads. Under the plan the carriers remit the emergency revenues to the
corporation within 50 days after the close of the month in which they are
earned.

The effect of the depression on carriers’ revenues is well known. The
necessities of operation depleted working capital and other available re-
sources. These conditions made it impossible for many carriers to meet
the security requirements for loans from banks or from the Reconstruction
Finance Corporation. The plan of the Railroad Credit Corporation upon
which the rate increases were predicated anticipated such conditions and
included the right to make loans when secured by the best available col-
lateral, with the further provision that this requirement might be waived
in the public interest when the applicant, if helped over the immediate
emergency, could prospectively carry on. As a result, the Railroad Credit
Corporation was, in many instances, the sole source from which aid might
be secured. The agency has at times supplied all funds necessary to pre-
vent interest defaults, and in numerous cases, where the available security
could not be found adequate for a loan from the Reconstruction Finance
Corporation in the full amount needed, has assumed a part of the load.

The loans by the Railroad Credit Corporation bear interest at the current
rediscount rate of the Federal Reserve Bank in the New York District.
Accordingly, the interest rate was 3% to and including June 23 1932, and
2)4% thereafter. The rate charged by the Reconstruction Finance Cor-
poration on straight loans to railroads is 6% and on so-called work loans
5%. The savings to borrowers from the Railroad Credit Corporation are
therefore material, and benefit the carriers having the greatest need.

The Railroad Credit Corporation has prevented defaults by carriers
which would have entailed serious consequences, not only to the carriers,
but to savings banks, insurance companies, fiduciaries, &c., with their
depositors, policyholders and dependents. We have no authority to super-
vise or inspect its records, but have had its full co-operation. Monthly
financial statements and reports have been voluntarily filed with us. From
these statements it appears that as of Oct. 31 1932 the corporation’s receipts
of revenues from the emergency rate increases amounted to $40,847,002.89,
and its total loans to carriers $34,376,219. Of this amount, $16,064,942.50,
or opproximately 47 %, consisted of loans taken over from the Reconstruc-
tion Finance Corporation.

An extension of the surcharges and their collection and distribution
through this corporation is a question for early consideration

THE RECONSTRUCTION FINANCE CORPORATION ACT.

This Act became effective Jan. 22 1932 and provides, in part, for loans
“to aid in the temporary financing of railroads and railways engaged in
inter-State commerce, to railroads and railways in process of construction,
and to receivers of such railroads and railways,” when such loans are ap-
proved by us and in the opinion of the board of directors of the Reconstruc~
tion Finance Corporation such railroads or railways are unable to obtain
funds upon reasonable terms through banking channels or from the general
public, and the Corporation will be adequately secured.

During the pendency of the legislation, and prior to the organization of
the Corporation, we were able to do considerable work preparatory to the
administration of this provision. In the light of our experience in the
administration of Section 210 of the Transportation Act, 1920, we consid-
ered the probable requirements of applications for loans from the Corpora-
tion. The results of this preliminary study were made available to the
Corporation and were included in Circular No. 2 of that body, issued in
February, 1932, which contains information for railroads and receivers
thereof desiring to apply for loans. These instructions were designed to
meet both our requirements and those of the Corporation.

The provisions of Section 5 of this Act, relating to loans to railroads,
became effective at a time of great financial stringency and when emergency
situations confronted many carriers. It was necessary for us to act
promptly in order that loans to meet fixed interest charges and maturities
of principal might be made in time to prevent receiverships, and in order
that the effect of such loans might be realized as soon as possible in easing
the general credit situation through disposition of the proceeds to the secur-
ityholders and creditors of the applicant carriers.

During the first three months after the Act became effective, 50 appli-
cations were filed by carriers, for loans aggregating $394,154,708.83, and
during the same period we approved loans upon these applications aggre-
gating $108,975,797. Prior to Nov. 1 1932 we certified our approval of
loans to 69 arriers aggregating $346,829,179. A more detailed statement
will be found in Appendix I actompanying this report.

The principal purposes for which loans have been approved and tho
total amount for each purpose are as follows:

5252'?1??'135 714,080,492
Additlons and betterments_ . 53,964,007 Equipment trust {nterest. ... 5,115.05:1
Short-term maturities. ______ 40,702,413 Preferential claims - 6,086,742
Bank loans -. 39,803,100 7,050,059
Equipment trust maturities. . 21,820,181/

Prior to the effective date of the Act many of the carriers had found
it 1 ry to borrow large sums from banking institutions, many of

$20,467,204

on short enough notice and now and then suspend them for investigation,
The basis of this criticism is that if reductions are at all delayed, competitors
will capture the traffic and, once having captured it, will retain it. It is
pertinent to remark that these are the same carriers which sought to increase
all of their rates 15% regardless of competitive conditions, and upon the
theory that if this resulted in the diversion of traffic to competitors it could
easily be regained by subsequent reductions.

Our records show that the present criticism, like the very different one
which preceded it, is not justified to any substantial degree. More im-
portant is the fact that the carriers now plainly perceive that present-day
conditions do not permit of wholesale treatment of rates. They must be
dealt with individually. Some must be reduced and others can and may
fairly be increased. We endeavored to point this out as early as 1926, in
Revenues in Western District, 113 1. C. C. 3, when the carriers in that dis-
trict were seeking an increase of 5% in all their freight rates. We refused

which were not engaged regularly in the business of making commercial
loans. Most of this accommodation was of a temporary nature, in antici-
pation of the passage of the Act, and many of the loans were for terms rang-
ing from demand to 90 days. Faced with these pressing obligations, which
in many instances had been incurred upon the understanding that they
would be covered by the carriers’ applications to the Corporation, the
carriers sought loans from the Corporation which would discharge these
temporary bank loans in full. In procuring these loans the railroads had
generally been obliged to agree with the banks that the collateral security
would be maintained at all times at market value in ratio of approximately
125% of the loans. ol o

‘While no statutory limitations on the funds of the Corporation available
for railroad loans were involved, it seemed that the approval of loans to
railroads to discharge in full the amount of their bank loans would place
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upon the Corporation, and through it upon the Federal Treasury, a dis-
proportionate burden of funds to be provided by the Government. As the
resources of the banks holding these loans became more liquid through
operations of the Corporation, and other governmental agencies, including
the Federal Reserve banks, it seemed not unreasonable to expect them to
contribute their resources in part to the financing of their railroad debtors
during the remaining period of the depression. We therefore decided in
several cases to approve reconstruction loans for substantially 50% of
the amount of the bank loans upon condition that the banks agree to ex-
tend the remaining 50% of such loans for corresponding periods. As a
general rule the collateral pledged as security for the bank loans was to be
divided equally between the banks and the Corporation.

Applications have recently been filed by several carriers for so-called
*‘work loans,” by which is meant loans to be used in the construction or
repair and rehabilittion of roadway and equipment. The purposes of
these loans, as clearly stated in the applications, has been solely to aid
employment, both with respect to the forces of the applicants and employees
in industries furnishing the materials and specialties used in the work.
‘We have approved a total of $7,200,000 of such loans to date, as follows:

Baltimore & Ohio RR. Co

Central RR. Co. of New Jersey__
Chicago & North Western Ry. Co

New York New Haven & Hartford RR. C

- [ v
Pennsylvania RR. Co 2,000,000

$7,200,000

Among the loans we have approved for new construction are those of
the New York Central RR. Co., the Pennsylvania RR. Co. and the Denver
& Rio Grande Western RR. Co. The loan to the New York Central was
made for the purpose of enabling it to complete its program of improve-
ments in New York City, involving a project of considerable magnitude
begun well in advance of the passage of the Act and expected to extend
beyond the current year. The loan to the Pennsylvania was made to enable
that carrier to finance a portion of its 1932 expenditures for electrification
of its line between Washington and New York, together with the com-
pletion of the necessary terminals and related projects. The loan to the
Denver & Rio Grand Western was made for the purpose of enabling it to
finance the construction of the so-called Dotsero cut-off, in Colorado,
connecting the rail lines of the Denver & Salt Lake RR. with those of the
applicant carrier and effecting a reduction of approximately 175 miles in
the short-line distance from Denver to Salt Lake City and beyond.

In our consideration of applications for loans under this Act we have had
the helpful co-operation not only of the Reconstruction Finance Corporation
but also of the Railroad Credit Corporation, created by the railroads for
the purpose of administering through its ‘‘Marshalling and Distributing
Plan, 1931"" the revenue from increases in freight rates under our decisions
in Fifteen Per Cent Case, 1931. Because of the lag in the receipt of revenue
from these rate increases, the Railroad Credit Corporation was at the outset
without funds with which to assist in financing the requirements of the
carriers for fixed interest charges, and under its charter it was without power
to borrow funds in anticipation of receipts. An arrangement was worked out
whereby the Reconstruction Finance Corporation, with our approval,
would make loans to the railroads for their immediate pressing requirements
for fixed interest charges on condition that the Railroad Credit Corporation
would later assume portions of such loans and reimburse the Reconstruction
Finance Corporation therefor when it had funds available for the purpose.
A total of $16,064,942.50 of such interim loans was made against com-
mitments of the Railroad Oredit Corporation. All of these loans have been
taken over by the latter. More concerning the Railroad Credit Corporat ion
will be found in the preceding chapter.

Our approvals of loans are certified to the corporation under order,
accompanied by formal reports. The reports are printed and appear in our
volumes of finance reports. We have found it necessary to deny approval
in a number of cases, usually upon the ground that the security offered by
applicants was not found adequate.

RECEIVERSHIPS AND REORGANIZATIONS.

Over 20,000 miles of railroad owned by more than 50 companies are now
being operated by receivers. The current depression, as well as changing
methods of transportation, threaten materially to increase the mileage
operated in this manner. Receiverships under the present laws are not well
adapted to public service operations. The process not only makes the con-
tinuation of adequate service difficult, but imposes on the public and the
security holders losses and expenses which frequently are very burdensome
and should be unnecessary. The receivership of a railroad corporation
ordinarily extends over a period of years, and in most cases results in the
foreclosure of mortgages and sale of the property. Seldom is such a saly
one in the ordinary sense. It usually consists of ‘‘bidding in” by a com-
mittee representing some class or classes of security holders with a view to
reorganization. The reorganization normally consists of the acceptanec
by security holders of new securities in the property. To arrange reor-
ganization, managers, usually banking concerns, are employed at large
expense. Committees representing various classes of security holders are
created to represent particular interests in the property. Counsel for such
committees, counsel for the reorganization managers, counsel for the re-
ceivers, counsel for trustees, trustees, the receivers themselves, and other
officials, have to be paid out of the property or at the expense of the security
holders. In many cases members of the various committees also require
payment out of the assets available., Litigation between interests claiming
priorities of one sort or another is widespread and expensive. It, too, is
usually made a charge on the property.

The result is that security holders are deprived of a return on their
investments for varying periods that may, and usually do, extend into years.
Much of the delay, expense, and difficulty involyed in a receivership and
reorganization is due to the opportunity afforded, under our present laws,
for a minority, no matter how small, to make trouble without regard to the
interests of the property as a whole.

‘We believe the subject of receiverships and reorganization of carriers by
railroad should be considered by the Congress, with a view to legislation
intended to reduce the time and expense involved in the prcoess. Such
legislation should be directed particularly to facilitating the financial
reorganization of a company in difficulties. In other words, voluntary
reorganization of a financial structure should be made feasible when it is
shown to be necessary and is in the best interest of the security holders
concerned.

SECTION 15a OF THE ACT—RECAPTURE PROVISION.

For the past two years we have recommended repeal, both for the future
and retroactively, of the recapture provisions of Section 15a and also the
substitution of a new rate-making rule for the one which is now contained
in that section. Our reasons were given quite fully in our last annual re-
port, at pages 107-110, and in Appendix G. Later they were presented
comprehensively at public hearings before the Committee on Inter-State
and Foreign Commerce of the House of Representatives., Repeal of the
recapture provisions was favored at those hearings by representatives of
the carriers, shippers, State commissions, railroad labor and investors.
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There was no opposition. It was also generally agreed that the rate-mak-
ing rule in Section 15a should be changed.

Both the present rate-making rule and the recapture provisions were
founded upon the theory that the rates charged by the railroads could be
s0 adjusted—moved up and down from time to time—as to maintain a
comparatively stable level of aggregate earnings. These aggregate earn-
ings would provide a fair average return, but the more favorably situated
railroads would earn more than a fair return while those not so well sit-
uated would earn less. As a partial correction of these anticipated results,
provision was made for recapture by the Government of one-half of the
income earned by a railroad in any year in excess of a fair return, the funds
s0 recaptured to be loaned to the less prosperous carriers.

Accepting the premises on which it was based, this was a logical plan;
but in fact the premises were unsound. Railroad earnings reflect general
economic conditions very closely, and to the extent that such conditions
fluctuate railroad earnings will fluctuate, and it is impracticable to avoid
these fluctuations by moving railroad charges up and down. To attempt
this would mean higher rates in times of depression and lower rates in times
of prosperity. Perhaps it was assumed, when the present Section 15a
was devised, that we had reached an era when economic conditions would
remain stable; but if so, no such thought is any longer entertained. Another
important factor which was then unanticipated or disregarded was the com-
petition of other transportation agencies which has developed so rapidly
in recent years, to the detriment of railroad earnings.

The recapture provisions make no allowance for fluctuations in earnings.
If a carrier is fortunate enough to have excess income in any year, half of
that excess is subject to recapture, regardless of the fact that it may be
completely offset by deficiencies in succeeding years. This was the most
serious defect in the recapture logic, but the plan has been shown to be
subject to other objections of a practical nature. Some railroads which
in the past have been regarded as financially strong have derived this
strength from the fact that they are undercapitalized in comparison with
the rate-making values of their properties. Other railroads which have
been rated as financially weak owe their weakness to corresponding over-
capitalization. Excess income, however, is measured under the recapture
provisions by a fair return on rate-making value, with the result that our
estimates show no recapturable income in the casz of some of the strongest
railroads financially, whereas they show considerable amounts of such
income in the case of other railroads which are much weaker financially.
Furthermore, recapture is a time consuming and burdensome process,
both to the railroads and to the Government, and a certain source of litiga-
tion which has no terminus which can now be foreseen. And even if sub-
stantial funds were recaptured, they offer little hope of relieving the weak-
railroad problem, because they do no more than offer to a poor carrier the
opportunity to increase its indebtedness.

It has been suggested that the defect in the recapture theory could be
cured by making the period, which is now a single year, long enough to
cover fairly peaks of prosperity and valleys of depression. But who can
say, under present conditions, how long such a period should be? The
strongest argument in favor of retaining recapture in some form is the fact
that there are a comparatively few railroads which have enjoyed extraordi-
nary prosperity in the past and have even maintained relatively good earn-
ings down to the present time. Aside from the fact that there is no telling
how long such carriers will remain exceptions, in view of the continual
change in industrial conditions and probable railroad consolidations, we
doubt the wisdom of devising a recapture rule to cover such situations.
There are other means of dealing with them. Nor is it at all certain that
it is a bad thing for the country that some railroads should be able to earn
more than ordinarily generous returns, in view of the hazards to railroad
earnings which have become so clearly manifest in the light of recent events.
The opportunity to earn more than ordinary profits in exceptional cases is
an inducement, when such hazards exist, to investment which might not
otherwise be made.

It is our view, therefore, that Section 15a should be remodeled to fit
the conditions which actually beset the railroad industry, instead of the
theoretical conditions which were assumed when its present provisions were
made law. We renew our recommendation that the recapture provisions
be repealed from the beginning. The railroads are facing a difficult future.
They have much to contend with and the prospects are not alluring. Re
peal of recapture will remove one dark cloud which hangs over their credit,
and the removal will benefit rather than harm the country. We also renew
our recommendation that for the present rule of rate-making in that sec-
tion a simple rule be substituted which will make it clear that in regulating
the general level of rates we shall laways keep in mind and be guided by
the need for producing, so far as possible, revenues which are sufficient for
the maintenance of an adequate national railway transportation system,
and also recognize the principle that the railroads may justly earn a surplus
in times of prosperity to offset deficiencies in times of depression.

HOLDING COMPANIES,

In each of the past three years we have called attention in our annual
report to the operations of so-called holding companies in acquiring control
of railroads. We first recommended a thorougn investigation with a view
to determining what legislation, if any, is necessary or desirable Such an
investigation was authorized by the House of Representatives and conducted
by its Committee on Inter-State and Foreign Commerce. In 1930 the
committee submitted an elaborate report (printed as House Report No.
2789) of its special counsel ‘‘on the phases of the investigation pertaining
to the control of railroads through stock ownership and the regulation of
such control.” He recommended, among other things, that Section 5 of
the Inter-State Commerce Act be amended *so as to bring within the juris-
diction of the Commission for approval or disapproval any acquisition of
the control of a railroal which would result in bringing that road into
affiliation with, in control of, or under the management of, another railroad,
whether the acquisition be by holding company or otherwise,”’ and that the
“‘committee give consideration to whteher or not legislation is necessary to
deal with any past acquisitions of railway properties such as are disclosed
in the report, and which have not had the approval of the Commission as
being in the public interest.” We endorsed these recommendations in
our last annual report. -

When the matter came before tae House Committee on Inter-State and
Foreign Commerce at the last session of the Congress, we favored a bill
designed to carry these recommendations into effect, and also to cure cer-
tain other defects in Section 5. As it now stands, that section does not
clearly provide for mergers or purchases of property, as distinguished from
consolidations, and its provisions are such that even the latter are in many
instances of doubtful practicability. The bill whicn we submitted under-
takes to authorize, under Commission supervision, every legitimate and
desirable method of combining railway properties, including consolidations,
mergers, purchases, leases, operating contracts, and acquisitions of stock
control of carriers by other carriers, and also by a single holding company.
All combinations under the methods specified must be in harmony with
and furtherance of the plan of consolidation, and we must find that they
will promote the public interest before approving them. We are given
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full authority to prescribe modifications and just and reasonable conditions,
as in the present law. The bill further provides that if we authorize union
through the medium of a single holding company, we shall have jurisdic-
tion over the capitalization of that holding company and power, in our dis-
cretion, to regulate its accounting, inspect its books and records, and require
reports.

Having authorized every method of combining railway properties that
may conceivably be desirable in the public interest, the bill proceeds to
prohibit every other means of bringing railroad companies under common
control or management in a common interest, ‘‘however such result is
attained, whether directly or indirectly, by use of common directors, of-
ficers, or stocknolders, a holding or investment company or companies,
a voting trust or trusts, or in any other manner whatsoever.”” To make the
matter clearer, it supplements this prohibition with certain explanatory
provisions, intended to spell out to the law-enforcing bodies precisely what
it is intended to prohibit, in order that possible opportunities for doubt
or misunderstanding may be minimized.

The bill, finally, contains a provision authorizing us for the ‘‘proper
protection and in furtherance of the complete plan of consolidation,'
to investigate holdings of railroad stock, unless acquired prior to the passage
of the Transportation Act, 1920, or thereafter with our approval. If upon
such investigation we find that any such stockholding “is or is likely to
be a cause in whole or in part of preventing or hindering the carrying out
of any suca plan or impairing the independence, one of another, of the sys-
tems provided for in such plan, by reason of subjecting such carrier to the
control, domination, or influence of another carrier,” we may require the
divestment of such stockholding, or of the voting power of such stock, ‘‘to
the extent, within the time, and in the manner prescribed by the Commis-
sion as necessary for the protection and furtherance of such plan.” In
administering these provisions, however, we are directed to take appro-
priate measures, through trust agreements or otherwise, to protect holders
of stock from unnecessary and unjust losses resulting from any divestment
order.

The time available did not permit of action on this matter at the last
session of Congress, and therefore we renew our recommendation. At
the time when it was first made, the main purpose which we had in view was
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to prevent evasion or defeat of the consolidation-plan provisions of the Act,
which were designed to subject the unification of railroads to the orderly
processes of a carefully planned scheme of public regulation. This remains
one of the chief purposes of the legislation, which we recommend, but recent
events have brought sharply into the foreground the need for curbing the
operations of holding companies in the interest of the investor.

CONSOLIDATION OF RAILROADS.

On Dec. 9 1929 we adopted and published our final plan for the consoli-
dation of the railway properties of the continental United States into a
limited number of systems, as required by Section 5 (5) of the Act, 159
I. C. C. 522. On May 10 1932, upon application of the Southern Pacific
Company, we modified this plan so as to assign the St. Louis Southwestern
Ry. Co. and the Paris & Mount Pleasant RR. Co. to System No. 16,
Southern Pacific, instead of System No. 10, Illinois Central, Consolidation
of Railroads, 183 1. C. C. 663.

On Oct. 3 1931 the Baltimore & Ohio RR. Co., Chesapeake & Ohio Ry.
Co., New York Central RR. Co. and Pennsylvania RR. Co. filed with us an
application for modification of our published plan for Eastern territory,
excluding New England, so as to provide for four instead of five systems.
Thereupon we afforded the applicants and all others interested an oppor-
tunity to be heard for or against said application. On July 13 1932, with
certain modifications and subject to specified conditions, we gave our ap-
proval to that application and modified our published plan so as to provide
for four instead of five systems in Eastern territory, excluding New Eng-
land. 185 I. C. C. 403. Since then we have been'advised that the presi-
dents of the four applicants referred to have accepted the plan and that they
intend to proceed with consolidations in Eastern territory, excluding New
England, in general accord with our modified plan.

On May 17 1932 the Chicago Rock Island & Pacific Ry. Co. and 11 of its
subsidiary railway companies filed with us an application under Section 5 (6)
to consolidate their properties into one corporation. That application is
pending. On Oct. 24 1932, the Texas & New Orleans RR. Co. and 13
subsidiary companies filed an application to consoldiate their properties
under Section 5 (6) of the Act.

T % G
h— Indications of Business Activity _‘

THE STATE OF TRADE—COMMERCIAL EPITOME,
Friday Night, Dec. 16 1932.

With few exceptions trade in this country remains quiet.
Some havejbeen awaiting developments as to foreign debt
payments, but these are no longer an active factor. Great
Britain on Dec. 15 paid $95,550,000 in gold on its debt to
the United States, but the question of further revision of
foreign debts will sooner or later come up. France thus far
has refused to pay her instalment due and several of the
smaller nations, including Belgium and Greece, have de-
faulted. The Herriot Ministry in France fell on the issue
of making payment promptly. Meanwhile, the stock
market, though quiet, has been in the main, firm. Bonds
have also been strong and Government issues have reached
a new high level for the year.

The holiday trade is at such low prices that the dollar
volume makes an unsatisfactory showing compared with
last year and profits are small where they have not disap-
peared. In New England, retail trade has recently increased
until it about equals that of last year, but the buying is
mainly in cheaper goods. The textile industry in that
section is less active than it was three months ago, but
better than it was at this time last year. The shoe industry
is quiet as usual at this time. Building is abnormally
dull. In various manufacturing branches in New Ing-
land there are complaints of foreign competition aggra-
vated by sharply depreciated foreign eurrencies. In Chi-
cago, the cold weather has helped business, especially
in holiday lines and the coal trade has increased sharply.
Manufacturers of electrical specialties and some automobile
parts have been doing a better business. Mail order houses
did an average business in retail lines. But the steel out-
put in the Chicago distriet is reported as low as 109 for
the moment, the sales of building materials are small and

the electrical output for the week in the Chicago area was.

12.3 smaller than in the same week last year. The sales
of new models of automobiles were disappointing. In
Cleveland, department stores have been doing a seasonal
business, but with dollar volume 22% smaller than at this
time last year which, however, shows an improvement over
some recent weeks. Automobile and machine tool plants
have recently increased operations and in the latter case
are in some instances working nights. In St. Louis, the
holiday business is a bit disappointing, though there is
quite a good trade in the cheaper goods. On the whole,
business in that center is deseribed as very fair and it is
added that car loadings on almost all of the Southwestern
lines have increased, in some cases more than usual at this
time of the year. Lead and zinc prices remain low at St.
Lounis and comparatively few mines are operating. In
Kansas City, department store sales have recently increased.

In Minneapolis, the holiday trade suffered from extremely
cold weather and general industry was sluggish.

The flour trade fell off and hogs have sold at the lowest
price of the century. The cattle trade was only fairly active
despite small receipts. In Philadelphia textile mills except
some hosiery plants are slowing down and the dollar volume
of retail sales is 25% less than at this time last year. In
San Francisco department store sales were slightly above the
normal and agricultural parts of California were benefited
by badly needed rains. As regards the winter wheat crop,
the Southwest also greatly needs rain.

Wheat prices have fluctuated within narrow limits occa-
sionally weakening a little as offerings in Liverpool of new
Australian and Argentine wheat increased. At Winnipeg a
new low level has been reached. Corn receipts and offerings
have been small, something which has acted as a bar to any
marked decline, though now and then prices have given way
a fraction. Oats and rye have been steady or firm but
barley has latterly declined, despite the unfavorable progress
of the Collier 3.2% beer bill in the House of Representatives.

Cotton has at times risen when contracts became scarce
and hedge selling died down, but of late a renewal of such
selling has caused a noticeable decline in prices after a rise
of 60 points. But the consumption in this country has
made a good showing and print cloths are more active and
firm. In Manchester there was a better inquiry for cloths
and prices for yarns were firm. Coffee has been steadied
by the fact that 46,000 bags of the unsold Farm Board
holdings brought 10 cents to 10.26 cents, which was higher
than had been expected. Raw sugar futures have declined
with spot raws dull and lower at .88 cents cost and freight.
Hides have reacted despite larger sales of spot hides. Rubber
has drifted lower in sluggish markets here and in London.
Wool has been, as a rule, quiet. The big wool auctions in
London have ended after the higher grades had reached
some advance, but lower grades had declined.

Wholesale prices in the United States declined 34 to 1%
in November, bringing the level 9% below that of November
last year. Bank clearings at leading cities of the United
States in the week ended Dec. 14 have fallen off from the
preceding week and are nearly 40% under those for the same
time in 1931.

The stock market on the 10th fluctuated within very
narrow bounds, but stocks were in the main firm, though the
smallness of the trading, 482,700 shares, deprived it of any
special significance. Prices ended irregularly. Bonds made
a small advance. Sterling exchange advanced 214 cents.
On the 12th stocks advanced but later reacted and closed
at only a fractional rise. The tone was firm with sales of
923,000 shares. Sterling was slightly higher, having re-
covered most of the break of 20 cents which followed the
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first British war debt notes. Bonds in general had an
irregular rise. United States Government issues were
lower. Total sales were $11,967,000. On the 13th stocks
were dull and fractionally lower, with sales of 734,000 shares.
There was no outstanding influence. The financial district
was apparently reconciled to the impending fall of the
Herriot Cabinet and the French debt default. Grain and
cotton were lower; copper was dull and down to a new
low of 4.85¢. Bonds in general had an irregular decline
with United States Government issues, however, higher.
On the 14th stocks after opening lower became stronger
in the belief that most of the foreig: debt instalments would
be paid on the 15th despite the default of Belgium and the
unfavorable news from France. Francs declined but sterling
advanced. Stock trading inecreased to 1,017,000 shares or
nearly 300,000 more than on the day before. Many com-
modities were higher. Bonds had a variable advance.
‘On the 15th it was pretty much a repetition of the trading
of the previous day only this time there was a fractional
decline with sales of 1,178,000 shares. Sterling and francs
rallied slightly. Bonds advanced and U. S. Government
issues were at a new high for the year. The weakest stocks
were U. S. Steel issues, Allied Chemical, American Tele-
phone and Santa Fe not to particularize further. A Stock
Exchange Seat sold for $111,000 at a decline of $4,000.
To-day stocks continued their stubborn resistance to un-
favorable developments and closed slightly lower with,
however, many individual exceptions to the general trend.
Sales were approximately 900,000 shares. Shortly after the
opening, December wheat at Winnipeg declined to 38e.,
an all-time low and except for cotton and rubber, most
commodity markets sold off. Sterling was higher and the
seasonal slackening of business was largely ignored. There
is though to be a strong possibility that France may yet pay
her current debt instalment but in any case a feeling of relief
is expressed in many quarters that the whole matter has
finally been brought to a head with the attendant prospect
of a reasonably early settlement. Bonds were stronger
and the total sales of some $12,000,000 emphasized the
increase in activity and interest. United States Govern-
ment obligations were the main exception to the general
rule as practically all of these issues were lower. High

grade corporation bonds were in good demand and foreign

governments were firmer. The feature of the day’s trading
was the advance in German bonds, both governmental and
industrial, induced principally by the favorable export
trade figures reported by the Reich for November.

The Montgomery Ward & Co. report for November
showed a decrease in sales of 10.06% as compared with No-
vember 1931. For October, the decline was 10.1% as com-
pared with October 1931. The Sears, Roebuck & Co. report
for the twelfth accounting period of the year showed a de-
cline of 15.7% as compared with the same period of 1931,
whereas the spread in the eleventh period was only 12.99%.
Total sales to date this year in both of these mail order
concerns are under 1931 by approximately similar percent-
ages. In the case of Montgomery Ward, the decline is
19.47 %; in the case of Sears, Roebuck, the decline is 19.6%.

Inspection of the projected merger of the silk, rubber, hide
and metal exchanges, discloses that each exchange must
contribute assets equivalent to $900 for every membership
in cash or securities into the consolidated organization. The
board of governors of the merged institution also will consist
of 28 members, made up of 20 representatives of the various
trades involved, five representatives of commission houses
and three representatives of the ‘“non-trade’’ group.

On the 10th inst., New York had its first real snowfall of
the season, amounting to about two inches and accompanied
by a bitter northeast wind. The storm caused complete
cessation of airplane operations at the Long Island airports.
Most of the state was also blanketed with snow. The tem-
peratures here were 25 to 34 degrees but in parts of the
Adirondacks the thermometer was at the zero point. A good
part of the country felt the effects of the storm which appar-
ently originated as a heavy rain in the region of the Mexican
Gulf changing to snow as it moved northward over Virginia
and Maryland. The snow continued in New York through
part of the 11th but the fall was not sufficient to engage the
services of other than the regular force for the work of clear-
ing it away. San Francisco had the lowest temperature in
62 years, 27 degrees. It was 24 below zero in Nevada.
Pennsylvania was hard hit and 8 persons lost their lives in
that state. In New Orleans it was clear and 78 on the 11th
but it was freezing in Memphis, Tenn., and Richmond, Va.
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It was chilly in parts of Florida although 76 at Miami.
Cold rains fell all day on the 11th in Southern California,
Sacremento had 17 degrees—a new low record—and curiously
enough some points in that state had lower temperatures than
Point Barrow, Alaska, North America’s northernmost town.
California s citrus crop was endangered and smudges were
lit in some sections to protect the fields from frost. Lander, .
Wyoming, had 26 below zero, Yellowstone Park 20 below and
Helena, Montana, 16 below.

On the 12th New York City temperatures were up to 40
maximum and 32 minimum but it was colder in the Miss-
issippi and Ohio Valleys and the Upper Lake region as well
as in southern portions of the West Gulf region. Chicago
had 6 to 8 degrees, St. Paul 6 below zero, Omaha 10 below,
Milwaukee 4 above, San Francisco 30 to 44, Winnipeg 20
below zero, St. Louis 6 to 14 above, Seattle 26 to 34 above,
Spokane 10 to 18. A 54 mile gale swept over Western New
York. Snow drifts two feet deep lay across many mountain
highways from the Helderburgs near Albany to Lake Placid,
delaying traffic. Ice, sleet, snow and rain penetrated
California from its Northern boundary to the Mexican line
except where sunshine raised the temperatures on the after-
noon of the 12th. At Deeth, Nev., with the temperature
down to 51 below zero locomotives stopped, momentarily
frozen to the rails and had to be started by switching engines.

On the 13th, first snow in history in measurable quantity
fell in the Imperial Valley of California. There was snow at
Blythe and Needles, California, and at Yuma, Arizona.
After heavy rains, floods threatened Rome, Ga., and parts
of Mississippi and Alabama. In New York, the tempera-
tures were 30 to 38.

On the 15th, after a day or two of moderating tempera-~
tures, much colder weather set in over the Ohio Valley, the
middle Mississippi Valley, the lower lake region and the
Eastern states generally. In New York it was 25 to 33,
Chicago 2 below to 4 above, Philadelphia 30 to 36, Cleve-
land 14, Minn.-St. Paul 10 below to 4 below, Cincinnati
8 to 16, Detroit 6 to 12 and Omaha 6 below to 4 above.
Of the larger centers, the extremes were reached by Miami
with 80 above zero and Winnipeg with 30 below.

To-day, temperatures continued their decline in the East,
with the prediction that the coldest weather of the winter
for New York would come to-night. Early in the day the
mercury was down to 13, but 8 or thereabouts is expected.
Zero weather has extended into Kentucky and West Vir-
ginia as well as parts of New York and New England.
The severe cold wave in California has ;l){ractica.lly passed
and temperatures have abated in the Rocky Mountain

region.
— T ——

Loading of Railroad Revenue Freight a Little Larger.

Loading of revenue freight for the week ended on Dec. 3
totaled 547,461 cars, according to reports filed on Dec. 10
by the railroads with the car service division of the Ameri-
can Railway Association. This was an increase of 53,579
cars above the preceding week, when loadings were reduced
somewhat owing to the observance of Thanksgiving Day.
Compared with the corresponding week last year, however,
the total for the week of Dec. 3 was a reduction of 88,905
cars and a reduction of 239,611 cars under the same week two
years ago. Particulars follow:

Miscellaneous freight loading for the week of December 3 totaled 181,975
cars, an increase of 15,515 cars above the preceding week, but 31,580 cars
under the corresponding week in 1931 and 87,811 cars under the same week
in 1930.

Coal loading totaled 121,047 cars, an increase of 5,977 cars above the
preceding week but 9,060 cars under the corresponding week last year and
4,923 cars below the same week in 1930.

Coke loading amounted to 5,370 cars, an increase of 425 cars above the
preceding week, but 1,118 cars below the same week last year, and 4,154
cars under the same week two years ago.

Loading of merchandise less than carload lot freight totaled 16 065 cars,
an increase of 21,904 cars above the preceding week, but 33,508 cars below
the corresponding week last year and 53,982 cars under the same week two
years ago.

Live stock loading amounted to 20,151 cars, an increase of 3,038 cars
above the preceding week, but 7,125 cars below the same week last year
and 7,459 cars below the same week two years ago. In the Western districts
alone, loading of live stock for the week ended on Dec. 3 totaled 16,040 cars,
a decrease of 5,696 cars compared with the same week last year.

Grain and grain products loading totaled 31,680 cars, 5,030 cars above
the preceding week, but 979 cars below the corresponding week last year
and 8,415 cars under the same week in 1930. In the Western districts
alone, grain and grain products loading for the week ended on Dec. 3
totaled 19.921 cars, a decrease of 804 cars below tne same week in 1931.

Forest products loading totaled 16,662 cars, an increase of 1,905 cars
above the preceding week, put 3,640 cars under the same week in 1931 and
18,315 cars below the corresponding week two years ago.

Ore loading amounted to 1,511 cars, a decrease of 215 cars below the week
before, 1,895 cars under the corresponding week last year and 4,552 cars
under the same week in 1930. ’

All districts reported reductions in the total loading of all commodities

lc:nl:gaaéed not only with the same week in 1931 but also with the same week
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Loading of revenue freight in 1932 compared with the two previous years
follows:

1031. 1930.
2,873,211
2.834.119
2.936,928
3,757,863

958,784

1932.

Four weeks in January 2,269,875
Four weeks in February - ,245,325
Four weeks in March. . .

3,470,797
3,506,899

2, 5
3,692,362
2,990,507
2,908,271
3,813,162
2!619,309

636,366

35,012,832

Five weeks in July. _

Four weeks in August.
Four weeks in September.
Five weeks in October-___
Four weeks in November
Week ended December 3

4,7 4¢
3,101,342
787,072

43,107,709

26,255,457
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The foregoing, as noted, covers total loadings by the rail-
roads of the United States for the week ended Dec. 3. 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. 26.
During the latter period 32 roads showed increases over the
corresponding week last year, the most important of which
were the Chesapeake & Ohio Ry., the Norfolk & Western
Ry., the St. Louis-San Francisco Ry., the Delaware &
Hudson Co., the Buffalo Rochester & Pittsburgh RR., the
Virginian Ry. and the Wheeling & Lake Erie Ry.

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED NOV. 23.

Total Loads Recetved
Jrom Connections.

1932. 1931,

Total Revenue
Freight Loaded.

1931.

Ratlroads.

1932. 1930.

Eastern District—
Group A:
Bangor & Aroostook
Boston & Albany. .
Boston & Maine.
Central Vermont..
Maline Central
New York N. H. & Hartford..
Rutland

1,663
3,295
9,062
840
3,813
11,956
566

31,195

¥y Buff. Rochester & Pittsburgh.
Delaware & Hudson

Delaware Lackawanna

Erle

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

New York Central =
New York Ontario & Western-
Pittsburgh & Shawmut

Pittsb. Shawmut & Northern..
x Ulster & Delaware.

52,281

470
1,369
7,505

Ann Arbor

Chicago Indianap. & Loulsville.
Cleve. Cin. Chi. & St. Louls..
Central Indiana.

Detroit & Mackl!

Detroit & Toledo Sh

Detroit Toledo & Ironton.
Grand Trunk Western...
Michigan Central....
Monongahela

New York Chicago & St. Louls.
Pere Marquette

Pittsburgh & Lake Erle. .
Pittsburgh & West Virginia
Wabash

50,362
128,939

150,404

Grand total Eastern District..| 109,496

Allegheny District—
Baltimore & Ohlo. - - - 21,232

986

232,035
1,106
238
7,976
348
449
162
1,444
68,362
13,809
8,410
2

6
3,199
137,600

10,991
652

E B
8,515
39

22

7
2,280
29,988
12311
570
2,054
68,344

¥ Buffalo & Susquebsnxﬁ_-
Buffalo Creek & Gauley.- -

Ligonier Valley
Long Island

g C
Unlon (Plttsburgh) - ..
West Virginia Northern.
Western Maryland.- - -

111,114

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

16,704
13,681
13,681
826
2,546

33,757

21,387
17,594
17,594
884
3,628
43,403

18,492 6,720

15,026

2,716
36,965

Southern District—

Group A:
Atlantic Coast Line
Clinchfield
Charleston & Western Carolina
Durham & Southern
Galnesville & Midland
Norfolk Southern
Pledmont & Northern.
Richmond Frederick. &
Beaboard Alr Line

Winston-:

7,964
959
346
152

11,152
1,258
557
141

90
2,130
556
377
8,886

54
1,775
500
343
6,950
18,232 22,242,
187 214

37,471 47,603 22,837 24,627

Total Loads Recetved
Jrom Connections.

1932. 1031.

Total Revenue
Fretght Loaded.

1931.

Ratlroads.

1932. 1930.

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

181
734
1,032
2,175
212
545

Gulf Mobile & Norther

Illinols Central System. .
Loulsville & Nashville. .
Mason Dublin & Savannah
Mississippi Central

Mobile & Ohio e
Nashyille Chattanooga & St. L.
New Orleans-Great Northern..
Tennessee Central 411
48,427

85,808

64,671
112,274

10,464
42,301

Grand total Southern District. .

Northwestern District—
1,044 1,359
Chlcago & North Western. 15,20
Chlcago Great Western

Chlc. Milw. St. Paul & Pacific.
Chie. St. Paul Minn. & Omaha
Duluth Missabe & Northern. ..
Duluth South Shore & Atlantic
Elgin Joliet & Eastern

Ft. Dodge Des M. & Southern.
Great Northern

Minneapolis & St. Louls. .. ...
Minn. St. Paul & 8. S. Marle..
Northern Pacific.

Spokane Portland & Seattle....

57,010 20,446

79,090

Central Western Dist.—
Atch, Top. & Santa Fe System.| 17,916 24,292 4,080
Alton 2,388 ,83 3,164 1,309
Bingham & Gartleld s 149 2! 17
Chicago Burlington & Quiney..| 13,340 5,596
Chicago Rock Island & Pacific. 5,468
Chicago & Easter n Illinols 1,607
Colorado & Southern 845
Denver & Rlo Grande Western.. 1,724
Denver & Salt Lake 9
Fort Worth & Denver City.... 1,195
Northwestern Paclfic. ... 157
Peoria & Pekin Union. . 47
Southern Pacitic (Paciflie) . 2,688
8t. Joseph & Grand Island 149
Toledo Peorla & Western. 641
Unlon Paclfic System. 6.20;

1,063
32,805

3,251
150
640

7,208

7

1,225

36,629

Utah
1,558

114,038

Southwestern District—
Alton & Southern
Burlington-Rock Island.

233 2,211
286 640

Gulf Coast Lines

International-Great Northern. .
Kansag Oklahoma & Gulf.
Kansas City Southern..
Louislana & Arkansas.
Litchfleld & Madison.

Midland Valley

Missouri & North Arka 5
Missourl-Kansas-Texas Lin
Missour] Paclfic

Natchez & Southern...

Quanah Acme & Pacific.

St. Louls-8an Francisco.

8t. LoulsSouthwestern.. ...

San Antonlo Uvalde & Gulf....
Southern Pacific In Texas & La.

Terminal RR. Assn, of 8t. Louls
Weatherford Min, Wells&N. W.

49,884

Total

/Included in New York Central. y Included In Baltimore & Ohlo RR. )@snmated * Previous week.

Colonel Ayres of Cleveland Trust Co. on Prospects for
1933—Probable Year Will Be Characterized by
Sharp Conflicts Between Politics and Economics—
Confidence that Worst of Depression is Over.

According to Col. Leonard P. Ayres, Vice-President of the

Cleveland Trust Co., “at the present time Americans gener-
ally are confidently of the belief that the worst of the depres-
sion is over, and that a durable recovery which will carry
us back to prosperity is well on the way.”” In the trust com-
pany’s “Business Bulletin’ dated Dee. 15 Colonel Ayres
further says in part:

During the recent political campaign representatives of both political
ies repeatedly assured them that this is so, The prevalence of the:
bélief is revealed in the casual conversations of people of both sexes and
all sorts of occupations. They talk about when this depression is over,
and when business gets back to normal, and when prosperity returns,
without ever expressing doubt about those desired outcomes.

The lessons of our past economic history support these confident assump-
tions. We have had since 1790 some 20 serious business depressions
previous to this one in this country, and all of them have cured themselves:
without governmental aid, and without regard to political changes. Never-
theless it is well to subject the existing situation to further analysis, for
there are now present two important sets of economic conditions that have
not been factors in any of the previous depression periods. Both challenge
the conclusion that this depression can cure itself in the automatic fashlon:

followed by earlier depressions.
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Colonel Ayres also has something to say in the Bulletin
regarding the ‘“‘prospeets for 1933,”” and this we quote as
follows:

The problem of trying to forecast the business developments of 1933 is one
that involves in large measure the attempt to guess or estimate the degree
to which the policies of the new administration at Washington will be
formulated with wisdom and its actions guided by sagacity. Iv is quite
literally a problem of political economy rather than one of business econom-
ics. The fundamentals of the prevailing economic situation defy clear-cut
interpretation. We have present the conditions of huge surplus stocks of
staple raw materials and a collapsed international trade that militate power-
fully against any considerable or prompt advance in general price levels.
We have also a set of conditions in our banking system, our Federal Reserve
System, our Treasury policy, and in the recent great increases in visible
stocks of monetary gold here and abroad that constitute fertile material
for a great inflation of money and credit.

Legislative and administrative policies and acts will probably tip the
balance either toward the attempt to restore price levels by inflation or
toward that to facilitate the adjustment of our National economy to the
lower price levels. It is probably prudent to expect that the long, hard
grind of sound money and readjustment will be chosen. In that event
1933 will probably prove to be another year of depression during which
halting and irregular progress will be slowly achieved in the building of
foundations for recovery. If the alternative course of attempting to lift
price levels by inflation should be chosen the attempt would in all probabilivy
fail, and the subsequent results prove disastrous.

Developments since the election have been disquieting rather than re-
assuring. The notes from foreign Governments suggesting an extension
of the moratorium on the international war debts brought forth a veritable
flood of vigorous statements by our representatives in the Congress in
which they declared with near unanimity their opposition to further post-
ponement of payments. Since then the exchange value of the British pound
has fallen to the lowest levels in its history. This means that the buying
power of perhaps half the world has been sharply reduced, for the cur-
rencies of many other nations are linked to sterling.

‘We have learned in the past year that when the gold value of the pound
declines the levels of commodity prices move down abroad and here, the
weights of debts are everywhere increased, and the difficulties of the depres-
sion are aggravated. We are engaged in making our troubles worse. We
are reluctant to consider the postponement of payments on the war debts
because we realize that if those payments are not made our burdens as
taxpayers will be increased. We fail to realize the far more important fact
that by insisting on prompt payment of the war debts we are postponing
business recovery and reducing our own incomes.

For the reasons that have been explained it is not possible to make most
of the definite and detailed forecasts thau custom sanctions in a review of
business conditions in the closing month of the year. In the cases of a few
of the business indicators the trends and conditions seem sufficiently estab-
lished to warrant the atvempt. For example it seems likely that the value
of our exports will pe less in 1933 than in 1932. It seems probable that
industrial wage rates will be lower at the end ‘of 1933 than at the close of
1932, The trend of the cost of living in 1933 is likely to be a declining one.
The number of commercial failures will probably be greater next year than
this year. Dividend payments and interest rates on commercial paper will
probably be lower in 1933 than in 1932. One may even hazard the estimate
that the output of cars and trucks in the United States and Canada will be
more than one million and a quarter, but less than two millions.

More fundamental matters such as the probable volume of industrial
production in 1933 as compared with that of 1932, the amount of building
construction, the output of iron and steel, the production of the electric
power, the loadings of railroad freight, the volume of industrial employ -
ment, and the trends of security prices, may be so greatly influenced by
political developments, as well as by more impersonal economic forces, that
they defy prediction. If the business man is forced to use estimates of them
in formulating policies and making budgets for the new year, he will prob-
ably be following the prudent course if he assumes the figures of 1932 in
making his estimates for 1933, hoping and planning for more, but trying
to safeguard his affairs against the possibility of less.

All in all it seems probable that 1933 will be a year characterized by
sharp conflicts between politics and economics. Whatever may be the out-
comes for business it seems clear that our National progress in economic
education will be varied and rapid.

—_—

National Association of Credit Men Find Collections
and Sales Holding Their Own.

Nation-wide collections and sales conditions managed to
hold their own during the past month in spite of the usual
seasonal variations prevalent during that time, according
to the survey in the December issue of Credit and Financial
Management, official publication of the National Association
of Credit Men. The survey is based upon reports from cor-
respondents in 108 major markets of the country. The
Association under date of Dec. 12 further said:

The sharply rising curve of improvements in both sales and collections
which had been in evidence for the past three months was checked and the
line leveled off, but there was resistance to decline in evidence. Six cities, in
contrast to five in November's survey, rated collections as ‘‘good.” Fort
Worth, Tex. again was represented in the ‘‘good’ column in collections,
while Albany, N. Y., held its own in the “good” column under the sales
classification.

Supplementary reports from correspondents which are of interest as an
indication of the feeling throughout the country follow:

Connecticut: Waterbury reports the following: ‘‘There is a little more
money in circulation and a consequent slight increase in payments on past
due accounts. Waterbury Retail Sales Day brought forth only one-half
the volume of sales of the one held three months ago, although well adver-
tised. This was partly due to lessened buying power, but mostly to the
over-stimulation of too many sales.” Naugatuck Valley section reports
manufacturing slightly improved. Some small plants are running 50 hours
per week and certain departments of large concerns have established 24-
hour daily shifts. This work is mostly on mechanical toys for the Christmas
trade.

Massachusetts: Conditions in Springfield have improved. The factories in
western Massachusetts are now much busier. Some are open after being
shut down for months and some are working full time, while others have
day and night shifts. There has been a decided increase in manufacturing
in Worcester, especially of wire products and textile.

Minnesota: Both sales and collections in Duluth show a tendency to
drop off. All kinds of wearing apparel manufacturers are busy with a
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demand that seems to be a little more than seasonable. It is estimated thaf
the Seed Loan Moratorium authorized by the United States Department o,
Agriculture on Sept. 28 will release in the northwest 17 million dollarst
which should ease credit during the next few months. This is made possible
by the making of new contracts on 75% of the liens on the 1932 crop and
extending the liens to the 1933 crop. It is anticipated that by the fall of
1933 this debt can be paid with less bushels of grain.

North Carolina: Charlotte reports the furniture and textile business has
increased somewhat, but wages are very low, the crop monies being used by
farmers to repay government crop loans.

Oregon: The following information was obtained in answer to a recent
questionaire sent out in Portland. There were from 50 to 60 responses:
“Three-fifths of those replying reported better sales, two-fifths fair. On
collections, not quite half reported a slight to a noticeably better condition.
Nearly two-thirds consider there is an upward tendency. Opinion is about
equally divided on the prospects for the coming months.”” The following
comments were received from various companies: (a) ‘‘Since June, there
has been a distinct improvement in our business. We look for a decided
revival in the spring of 1933, when we believe the employment situation
will be much relieved.” (b) *“We are making every necessary preparation
for anticipated increase in activities in 1933, believing that bottom has
definitely been reached.” (c) “‘A large lumber company reported recently
that the export business has picked up enough to keep them busy. They
are now letting the rail business go to the inland mills, whereas 30 days ago
they were going after any kind, and all kinds of business. They are choosing
their business now.” (d) “Wool growers in Southern Oregon consigned
wool to eastern markets a short time ago in expectation of receiving five or
six cents a pound. Returns are netting them nine and 10 cents.. This is
‘zood news’ for Southern Oregon.” (e) “‘Our sales have practically doubled
that of last months.” (f) “Full crew—fuyll time.” (This company later
reported going on a 54-hour week). (&) “There is a definite demand for new
items other than staples in our line.”” (h) *‘Home remodeling has increased,
probably due to having been put off until absolutely necessary.” (i) Reports
received from various architects' offices indicate they are all busy. (J)
“Cotton and rayon advance in prices.” (k) ‘“News items from many
sources indicate business and factories are hopeful and more confident, and
anxious to go ahead.” (I) “‘Since the summer, there have been indications
of such a nature as to lead us to believe that the turning point in general
conditions has been reached and that we might look for an improvement
right along."”

Texas: Collections have improved in Austin, but the warm weather has
affected sales in this territory. Collections are reported good in most sections
of Fort Worth. That is to say, current accounts are being taken care of
with a fair degree of promptness and some reductions are being made on old
indebtedness carried over from 1930 and 1931. Sales are improving, but
still below normal. Signs for the immediate future point toward increased
sales in most lines, with the hardware and furniture sales still far below
normal expectations.

Washington: Collections are fair in Seattle, with sales picking up and
money appears to be a little easier, although prices received by producers
are not at all attractive. The lumber business in Tacoma appears to be
improving. Several mills are calling back their men to work,

—_—

Unseasonal Decrease Reported in Department Store
Sales from October to November According to
Federal Reserve Board.

Preliminary figures on the value of department store sales
show a decline from October to November, contrary to the
usual seasonal movement. The Federal Reserve Board’s
index, which makes allowance both for number of business
days and for usual seasonal changes, was 64 in November on
the basis of the 1923-1925 average as 100, compared with 71
in October and 70 in September. Under date of Dec. 10
the Board also said:

In comparison with a year ago the value of sales for November, according
to the preliminary figures, was 20% smaller; when allowance is made for
the fact that there was one more business day in November this year than

last the decline is 23%. The aggregate, for the first 11 months of the
year was 23% smaller than for the corresponding period of 1931.
PERCENTAGE INCREASE OR DECREASE FROM A YEAR AGO.
|
Number of|
Reporting | Number of
Stores. Cities.

Jan. 1 to
November*| Nov. 30.*

Federal Reserve District—
Boston
New York. ..
Philadeiphia .
Cleveland . . _
Richmond .

—18 —21 ¢ 25

—26
—20 | 516

* November figures preliminary; in most districts the month had one more business
day this year than last year.

—_———

National Fertilizer Association Reports Wholesale
Prices at New Low Level for Week Ended Dec. 10.

Wholesale prices broke through to a new low level for the
welk ended Dec. 10, according to the index of the National
Fertilizer Association. During the week, the index declined
five points to a record low number of 59.5. This is one point
lower than the previous record low point reached on June 11
of this year. The gain of more than 30 points, attained
during the early fall has now been entirely dissipated. A
month ago the index stood at 60.5. There has, therefore,
been a loss of 10 points during the last month. A year ago
the index stood at 65.3. (The three-year average 1926-1928
equals 100.) The Association also noted as follows under
date of Dec. 12:
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During the latest week, every group that showed a change, moved down-
ward. The eight groups that declined were foods, fuel, grains, feeds and
livestock, textiles, building materials, fats and oils, fertilizer materials, and
miscellaneous commodities. The largest declines were shown in fats and
oils, grains, feeds and livestock and textiles. Although there were price
changes in several of the six remaining groups, they were not of sufficient
welght to cause a decline in the index numbers for the individual groups.

During the latest week, 40 commodities declined and eight advanced.
There was not a material increase in the number of commodities to show
price declines during the latest week, but the number of commodities that
advanced were the fewest in many weeks. During the preceding week
there were 18 price advances while two weeks ago there were 14 price
advances. Important commodities that declined during the latest week
‘were cotton, cotton yarns, cotton demin, wool, woolen yarns, ourlap, lard,
butter, cottonseed oil, tallow, eggs, ham, pork, cattle, hogs, pig iron, copper
gasoline, hides, coffee, sulphate of ammonia, cottonseed meal and rubber.
Slight increases were noted for silk, cheese, certain grades or corn and
wheat, silver, white potatoes and apples.

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

Per Cent Latest
Each Group
Bears to the
Total Indez.

Month
Ago.
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tremely narrow area at a level representing an advance of
about 169, over the low record for July, when it fell to
52.0. The “Annalist’s’” index also said:

In this respect this index conforms with precedent to the extent that
an examination of past records, going back to 1790, shows that the initia}
rebounds from the lowest depths of several past depressions have been
followed by several months of hesitation before the general upswing was
resumed. It should also be observed, however, that the initial rebound
from the secondary post-war depression of 1874-79 was followed not by
a resumption of the recovery but by recurring relapses which prolonged
the period of severe depression for a period of more than two years, making
the votal length of the depression more than five and one-half years.

The absence of any marked change in the combined index from October
to November was the result of comparatively small changes in nearly
all of its components. The widest fluctuation was a substantial rise in
the adjusted index of automobile production from its October low record
of 17.6 to a preliminary November index of 26.2.

Table I gives the combined index and its components, each of which
is adjusted for seasonal variation and, where necessary, for long-term
trend, for the last three months. Table II gives the combined index by
months back to the beginning of 1927.

TABLE I—THE ANNALIST INDEX OF BUSINESS ACTIVITY AND
COMPONENT GROUPS.

61.0
63.6
40.0

0
w
L)

——
WO NONINCI~KOT

HORIDDNORD
-
=
)

MIscellaneous commodities
Automoblles. ..
Bullding mater},

House furnishing goods
Fats and olls.

Chemicals and drugs..
Fertilizer materials
Mixed fertilizer.
Agricultural implements.

WsID =103
NRNROS~
OO

D23
S
B

]
15
-

All groups combined.
—_—

Valuation of Construction Contracts Awarded as
Compiled by F. W. Dodge Corp. Shows Only
30 1-39, Decline for November.

The valuation of construction contracts awarded in the
37 States east of the Rocky Mountains in the month of
November 1932 was but $45,893,600 less than in November
1931, the figure for November of this year being $105,302,300
against $151,195,900 in the same month of last year, a
decline of 30 1-3%, as compared with a decline of 55 2-3%
in October of 1932 in comparison with October of 1931.
For the first 11 months of the year the decline from 1931
was $1,686,058,500.

CONSTRUCTION CONTRACTS AWARDED—37 STATES EAST OF THE
ROCKY MOUNTAINS.

8
(=]

No.of
Profects.

New Floo

7
Space (8q. Ft.) Valuation.

Month of November—
1932—Residential bulldlng. .- _....
Non-residential bullding. 4
Public works and utilitles

2,602
1,582
1,082
5,266
4,257
1,753
1,004

7,014

5,489,600
6,035,800
542,700

12,068,100
10,958,300
9,221,100
339,900

20,519,300

$19,245,300
31,844,800
54,212,200

$105,302,300
45,290,400
57,871,500
48,034,000

$151,195,900

Total construction. ..

1931—Residential =
Non-residential bullding .. .
Publiec works and utilities.

Total construction
First Eleren Months—

36,154
21,260
14,510

Total construction 71,924
1931—Residential bullding 60,327

Non-residential bullding. . 5
Public works and utilities

70,170,100
75,890,500
2,566,100

148,626,700
181,520,600
159,365,700

7,744,100

348,630,400

267,110,400
455,844,700
546,984,300

$1,269,939,400
775,225,200
1,060,133,300
1,120,639,400

$2,055,997,900

Total construction 104,252

NEW CONTEMPLATED WORK REPORTED—37 STATES EAST OF THE
ROCKY MOUNTAINS,

1932, 1931

No. of

No. of
Profects.

Profects. Valuatton.

Valuation.

Month of November—
Residential bullding. . 3,046
Non-residential building -| 2,044
Public works and utilities. .. 989

6,079

$23,411,600
45,235,800
45,701,600

$114,349,000

4,783
2,059
1,249

8,091

$58,226,900
72,567,700
72,345,400

$203,140,000

1,064,224,800
26,608 497,915,100 | 31,430 | 1,371,715,400
17,095 806,401,200 | 22,032 | 1,750,435,200

86,053 1$1,604,008,200 $120,054 $4,186,375,400

42,350 389,781,900 | 66,592

—_——

“Annalist” Reports Little Change in Average Level of
Business Activity from October to November.

There was little change in the average level of business
activity in November from the October level, according to
the “Annalist’’ index of business activity. The preliminary
index number for last month is 59.9, as compared with
60.0 for October and 60.4 for September. Thus for the
last three months the index has fluctuated within an ex-

November. October .

20.9

September.

Plg iron production

Steel Ingot production
Freight car loadings____
Electrie power production - -
Bituminous coal production
Automobile production. . .
Cotton consumption. - .
Wool consumption

Zine production
Comblned Index. . .. ______________

x Subject to revision. z Based on an estimated output of 6,900,000,000 kilowatt~
hours, as against the Geological Survey total of 7,044,000,000 kilowatt-hours for
October and 7,406,000,000 kilowatt-hours for November, 1931, y Based on the

National Automobile Chamber of Commerce estimate of 61,216 cars and trucks in
the United States and Canada, as against a Department of Commerce total of 51,857
cars and trucks in October and 70,114 cars and trucks in November, 1931.

TABLE II—THE COMBINED INDEX SINCE JANUARY 1927.

1931. 1930.

January
February -
March. - -

~
SqnScwns
it o

x Subject to revision.
PR TR,
“Annalist’”’ Weekly Wholesale Price Index Again Lower
During Week of Dec. 13.

A further decline of 0.8 point for the week carried the
T Annalist”’” weekly index of wholesale commodity prices
down to a new low of 86.1 on Dec. 13, from 86.9 (revised)

a week ago and 97.2 a year ago. The “Annalist’’ also noted:
Seasonal losses in cattle and hogs (the latter falling to new lows in 50
years) and declines in beef, refinery gasoline and copper caused the drop.
Most of the other commodities were firm or slightly higher, in sympathy
with a stronger stock market.
THE ANNALIST WEEKLY INDEX OF WHOLESALE COMMODITY PRICES
(Unadjusted for Seasonal Varlation—1913==100)

Dec. 13 1932, Dec. 15 1931,

66.0
93.5

Dec. 6 1932,

67.1
094.2

82.0
103.3
81.0

Farm products
Food products. ..
Textlle products.

Bullding materials.

Miscellaneous.. . .
All eommodities

x Provisional. z Revised.

Farm products, while not so low as last June, were otherwise the lowest
for the century, when measured against the comparable Bureau of Labor
monthly index prior to the inauguration of the *Annalist” index. From
four years ago the decline has amounted to 55.6%, against 41.7% for all
commodities.

Whereas four years ago farm products were slightly above the general
price level, they are now 23.3% below. The general price level has at
least declined sharply, even if not so much as the goods the farmer sells;
taxes, interest and similar fixed expenses, however, are little changed,
and must be met with farm products that are worth less than half as much
as in 1928.

The decline in the prices of farm products is reflected in a loss of 56.2%
in the estimated farm income for 1932 from 1929, gross income for 1932
being placed at only $5,240,000,000, against $11,950,000,000 three years
ago.

According to the “Annalist’’ the Department of Agriculture

reported the following:

The gross income from cotton and wheat is estimated to be only about
30% of that in 1929. For most of the other crops the income for 1932
was about half that of 1929. The reductions in income from livestock
and livestock products have been most severe in the case of wools and hogs,
with income from these commodities in 1932 only about one-third those
of 1929.

Continuing the ‘“‘Annalist’’ also said:

Business recovery will be seriously impeded so long as such a discrepancy
remains between what the farmer receives for his produce and what he
pays for merchandise, taxes and interest.
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GROSS INCOME FROM FARM PRODUCTION.
(Millions of Dollars; as Estimated by the Department of Agriculture)

% Change
19:

x1932. 1931. 1929. 29-32.

F Crops—
b7 4 465 1.2?8
715

)
1,123
85
1,389
286
542
5,428

From Live Stock—
Cattle, hogs, sheep
Poultry, €ggs- - -
Dalry products.

2,807
1,254
1,617 2,323

50 99

24 39
4,191 6,522
6,955 11,950
z Includes cottonseed.

—————

Weekly Electric Production Off 9.19% as Compared with
Last Year—Output in October 9.69% Lower Than
in Same Month in 1931.

According to the National Electric Light Association, the
production of electricity by the electric light and power
industry of the United States totaled 1,518,922,000 kwh.
during the week ended Deec. 10 1932, compared with 1,510,-
337,000 kwh. during the preceding week and 1,671,717,000
kwh. during the corresponding period last year. The
percentage decline as compared with 1931 was 9.19%, as
against a decrease of 9.6 % for the week ended Dec. 3 1932.

Production during the month of October 1932 amounted
to 6,633,865,000 kwh., as compared with 6,317,733,000
kwh. in September last and 7,331,380,000 kwh. in October

1931.
PER CENT CHANGES (1932 OVER 1931).
Major Geographic Reglons— Current Week.
Atlantic Seaboard 3 —7.49,
New England (alone)._ —5.4%
Central Industrial.... —11.1%
Paclile Coast —77%

- —9.1%
Arranged in tabular form, the output in kilowatt hours of

the light and power companies for recent weeks and by
months since the first of the year is as follows:

Grand total
x Preliminary.

Prertous Week.
[/ A

1932

Weeks 1032. 1931, 1930.

1,597 ,454,000
1,679,016,000
1,664,125,000
1,679,764,000
1,637

1,593,622 ,000
21,607,238,000
1,642,858,000
1,635.623,000
1,645,587,000
1,653,369,000
1,656,051,000
1,646,531,000
1,651,792,000
1,628,147,000
1,623,151,000!
1,655,051,000
}.599.000.000
,671,466,000|
1,518,922,000| 1,671,717,000

7,014,066,000| 7,439,888,000| 8,021,749,000
3'2};’}'245'%8 6.,705,564,000| 7,066,788,000

\781,347,| 7,381,004
6.303.425.000) o

7,193,691,
6,212,090.000 o

7,183,341,000
6,130,077,000| 7.070.7
6,112,175.000 76.000

7,286,576,
6,310,667,000( 7,166 088,900

.680,289,000
,781,583,000
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40,863,
85,334,000

WV

Months—
January....
February ...

o mor

86,635,000
7.,220,279,000
: 7,484,727.000
7.391,196,000| 7,772,878,000| 11.
6,317,733,000| 7,099,421,000| 7,337,106,000 7,523,395,000| 11.0%
6,633,865,000! 7,331,380,000 7,718,787,000! 8,133,485,000/ 9.5%

x_lncludlnx Memorial Day. y Change computed on basis of average dally reports.
z Including July 4 holiday.

Note.—The monthly figures shown above are based on reports covering approxi-

mately 92% of the electric light and power Industry and the weekly tigures are based

on ‘about 70%.
—_——

Building Situation in Illinois During November and
for Period from January Through November 1932
Reviewed by Illinois Department of Labor—Fewer
Building Projects During Month as Compared
With October.

Howard B. Myers, Chief of the Division of Statistics and
Research of the Illinois Department of Labor, stated on
Dec. 10 that “in November 1932, 494 building projects
involving a total estimated expenditure of $581,789 were
authorized in 45 reporting cities of Illinois. These figures,”’
according to Mr. Myers, ‘‘represent a decrease from the
total for October 1932, of 46.99% in the number of projects,
and 47.6% in the total estimated expenditure.”” Mr. Myers
also reported as follows:

In comparison with November 1931, the total estimated expenditure
for November 1932, declined 72,2%. The total estimated expenditure for
November of $581,789 was the lowest monthly total in the records of the
Illinois Department of Labor, which begin with Jaauary 1921, and was
considerably below the previous low total of $943,129 reported in January
1032,

7.363,730,000
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The decrease in total estimated expenditure for the State during Novem-
ber, was attributable to declines of 32.7% in the estimated expenditure for
Chicago, 59.0% in the estimated expenditure for the 21 reporting suburban
cities, and 49.89% in that for the 23 reporting cities outside the metropolitan
area.

In November each of the three major building classifications showed a
loss in the total estimated expenditure for building projects in the State.
The estimated cost of new non-residential building decreased from $368,906
in October 1932, to $138,347 in November, or 62.5%:; new residential
building from $331,777 in October 1932, to $187,300 in November, or
43.5%:; and additions, alterations, repairs and installations from $410,508
in October 1932, to $256,142 in November, or 37.6%.

In Chicago, the decline in total estimated expenditure of 32.7% was
caused by losses in new residential and new non-residential building. The
proposed expenditure for new residential building declined from a previous
low figure of $57,950 in October 1932, to $44,000 in November, or 24.1%,
and the estimated expenditure for new non-residential building declined
from $143,930 in October 1932, to $42,300 in November, or 70.6%. The
proposed expenditure for additions, alterations, repairs and installations
increased 3.7%. The November index of total estimated expenditure for
building in Chicago was 1.3; that for new residential building, six-tenths;
that for new non-residential building, five-tenths; and for additions, alter-
ations, repairs and installations, 16.4. (Monthly average 1929=100.%)

In November 1932, the decrease of 59.0% in the aggregate estimated
expenditure for the 21 suburban cities resulted from declines in all three
major building classifications. The total estimated expenditure for new
residential building for this group of cities decreased 59.0%, that for new
non-residential building declined 36.9%, and that for additions, alterations,
repairs and installations decreased 65.2% . Eight cities in this group reported
gains in November 1932, over the preceding month and five—Glencoe,
Glen Ellyn, Maywood, Wilmette and Winnetka—reported increases over
November 1931. i

In November 1932, the loss of 49.8% in the aggregate estimated expendi-
ture in the group of 23 reporting cities outside the metropolitan area was
caused by decreases of 20.2% in the proposed expenditure for new residential
building, 61.4 in that for new non-residential building, and 51.2 in that for
additions, alterations, repairs and installations. Six of the cities in this
group reported increases in November 1932, over the preceding month,
but only Bloomington and Springfield reported increases over November
1931.

Of the total proposed expenditure reported in November 1932, by the
45 reporting cities of the State, 39.1% was to be expended for Chicago
building projects, 25.8% for projects in the reporting suburban cities, and
35.19% for those in the reporting cities outside the metropolitan area. Of
the total estimated expenditure authorized in November by the 45 reporting
cities, 32.29 was to be expended for new residential buildings, 23.8% for
new non-residential buildings, and 44.0% for additions, alterations, repairs
and installations

During the first 11 months of 1932 permits were issued in all'reporting
cities of the State for projects estimated to cost $12,952,319. This figure
represents a decline of 82.89% from the total authorized during the corre-
sponding period of 1931. For Chicago, the total for the first 11 months of
1932 was 87.6% below the total for the first 11 months of 1931, while the
11-month cumulative total for the suburban cities in 1932 was 79.5%
below that for 1931, and that for the reporting cities outside the metro-
politan area was 69.3% below the total for the corresponding period of 1931.
Murphysboro and Rockford were the only reporting cities that showed a
larger total estimated expenditure for the first 11 months of 1932 than for
the same period in 1931.

TABLE 1.—TOTAL NUMBER AND ESTIMATED COST OF BUILDINGS

BASED ON PERMITS ISSUED IN 45 ILLINOIS CITIES IN NOVEM-
BER 1932, BY CITY.

November 1931,

Estimated
Cost.

November 1932. October 1932.

Clty. No. of| Estimated
Bldgs. Cost.

No. of
Bldygs.

No. of| Estimated
Bldgs. Cost.

$
2,093,657
1,400,642
1,124,952

$
1,111,191
704,087 616

S
581,789 931
377,487
Ch 227,400

Metropolitan area, ex-
cluding Chicago ...

Total all cities. 404 1,008

Metropolitan area. 299

337,945| 442

=3
o«

366,142 275,690

12,880
1

—
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— -
W 00 e 00 00 W
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693,015

15,232
124,784
5,595
7,000
2,025
500
27,308
27,5675

—
DO bt i OO

'
i

» '

L1 ﬁP-MI b OO W 5001

Rock Island..
Springfield. ..

* Based on the monthly average for 1029, as 100. See Aug. 1932 issue of “The
Labor Bulletin,” page 36, for indexes of estimated expenditure for Chicago building,
building by classification, Jan. 1926. through July 1932.
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TABLE 2.—TOTAL NUMBER AND ESTIMATED COST OF BUILDINGS
BASED ON PERMITS ISSUED IN 45 ILLINOIS CITIES FROM JANUARY
THROUGH NOVEMBER 1932, BY CITY.

Jan.-Nov. 1932. Jan.-Nov. 1931.

No. of | Estimated

No. of | Estimated
Bldys. Cost.

Bldgs. Cost.

$
75,142,627
61,063,223

12,052,319
8,628,008
3,816 6,001,918
T 1,501 2,628,150

118 99,279 233
76,377 251
67,350

766,450
22,545

111,096

9,478
5,317

15,807
9.19'.';
6,505
2,694

48,259,556
12,803,667

679,849
219,789
1,066,953
3,192,250
242,960
183,634
Glen Ellyn. 215,314
Harvey 8 34,23¢ 5,382
Highland Park. p 58

Park Ridge.
River Forest -

Wilmette _
Winnetka

4,324,251

180,451
129,894

13,000
295,500

25,895

29,000
122,654
176,376
263,722
150,568

477,640
1,205,147
44,005
708,700

1,629,292
1,355,303
625,352
462,057
1,745,818
689,524

N e O S I o e i

275,028

Business in Dallas Federal Reserve District Expanded
Moderately During October as Compared With
September—Demand for Merchandise at Wholesale
Less in Some Parts of District Although Distri-
bution of Merchandise at Department Stores
Increased.

“During October business generally reflected a moderate
expansion over September, and,”” according to the Deec. 1
“Monthly Business Review’’ of the Federal Reserve Bank
of Dallas, compiled Nov. 15, “the comparisons with the
corresponding month last year were better than in any
month of the current year prior to September. The October
sales of department stores in larger cities were 6% larger
than in the previous month,”” the ‘“Review’’ continues,
“but showed a decline of 15% from the same month in

1931.” The “Review’’ also noted:

‘While the sale in some lines of wholesale trade reflected less than the usual
expansion at this season, this development was not surprising in view of the
large increase in business during the two preceding months. Retailers
continue to buy cautiously and mostly for immediate needs, orders being
made frequently for small lots. Collections showed an improvement. The
ratio of collections to outstandings in both wholesale and retail trade was
larger than in either the previous month or the corresponding month last
year.

Commercial insolvencies in this district during October were more
numerous than in the previous month, but fell considerably under the total
in October last year. The indebtedness of defaulting firms was substantially
above that in either comparative period due to the failure of some large-
sized concerns.

The financial situation was characterized by a further liquidation of
borrowings at the Federal Reserve Bank, and a gradual though moderate
expansion in the commercial loans of member banks in leading cities. The
loans of the Federal Reserve Bank to member banks amounted to $7,729,000
on Nov. 15, as compared with $10,331,000 on Oct. 15, and $22,927,000 on
the corresponding date a year ago. The “all other” loans of reporting mem-
ber banks in leading cities, which turned upward late in August, reflected
a further moderate expansion between Oct. 12 and Nov. 9. The invest-
ments of these banks showed only nominal changes during the period.
The deposits of all member banks in this district reflected a further slight
increase in October. The daily average of combined net demand and time
deposits amounted to $602,906,000 in October, as compared with $600,331,
000 in September, and $689,838,000 in the corresponding month last year.

‘Weather conditions during the past month were ideal for the maturing
and harvesting of crops, and increased the yield of cotton. On the other
hand, dry weather reduced the yield of some feed and minor crops and
retarded the growth of small grains. A general rain over the district is
needed to stimulate the growth of small grains, and to facilitate fall and
winter plowing. Ranges and livestock continued in good condition, and
livestock are expected to go into the winter in good shape. The ample
supply of range grass and other feeds will be an important factor in sus-
taining the condition of livestock during the winter months. The move-
ment of livestock to market has been retarded by the good ranges, the
poor demand, and declining prices.

The valuation of building permits issued at principal cities receded to a
new low level, the total for October being 7% less than in the previous
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month, and 78% below the corresponding month last year. The production
of cement reflected a sharp decline as compared with both the previous
month and the corresponding month in 1931. Shipments of cement showed
a sizable increase over September, but were considerably under October
1931.

We quote as follows from the ‘“Review’’ as to wholesale
and retail trade conditions:

Wholesale Trade.

According to the reports received from wholesale firms in the Eleventh
District, some slackening in the demand for merchandise was in evidence
in certain quarters during October and the early part of November. While
a contrary-to-seasonal increase of 2.7% was shown in the case of groceries,
the sales of drugs, farm implements, and dry goods were on a smaller scale
than in September. The distribution of hardware reflected an expansion
of less than the usual seasonal amount. Decreases as compared with
October 1931, ranged from 0.8% in the case of hardware to 22.3% in the
case of farm implements. While the comparisons with a year ago, in the
case of all lines except hardware, were somewhat less favorable than in
September, they were materially better than those shown in other recent
months. Declining prices of many commodities, and some uncertainty
regarding the course of business in the immediate future have acted as
retarding influences on buying. Inventories on hand Oct. 31 showed
smaller declines from a year ago than were registered a month earlier.
There was a further substantial gain in the volume of collections during
the month.

The demand for dry goods at wholesale during October was 17.0% less
than in the previous month. This decline, though in part seasonal, was
chiefly attributable to the fact that a non-seasonal gain of 20.4% was
shown in September. Sales were 17.6% below the level of October 1931.
The movement of seasonable merchandise was delayed by the mild open
weather prevailing during most of the month. The ratio of collections to
accounts outstanding at the close of the previous month amounted to 29.5%
as against 26.9% in September.

The volume of sales reported by wholesale grocery firms in the Eleventh
Federal Reserve District during October reflected a further increase of
2.7% over the preceding month, whereas a decline often occurs at this
period. Most of the purchases were of a fill-in nature and were made
necessary by the fact that merchants bought sparingly in ‘the early fall
season. Sales of merchandise showed a reduction of 8.0% from the level of
October last year, as compared with a like decrease of 7.3% in September.
Collections were in appreciably larger volume than in the previous month.

Partly as a consequence of the substantial improvement which was
witnessed in the previous month, the business of wholesale drug firms during
October reflected a decrease of 3.7%. The comparison with the same month
last year was only slightly less favorable than in September, the decline
amounting to 14.7%. Sales since July 1 have averaged 20.4% under a
year ago. The month's collections showed a gain of 12.0% over September.

The distribution of hardware expanded somewhat further in October,
following the usual trend at thiw time of year, and was on a scale 3.1%
larger than in September. This improvement was visible in most sections
of the District. Sales during the month were only 0.8% less than a year
ago, but for the period from July 1 to Oct. 31 there was a decline of 11.5%.
The month witnessed a substantial pick-up in collections.

The usual expansion in sales of farm implements during October was
not in evidence last month. The business of reporting firms was on a
scale 13.2% under that of September, and 22.39% below that of October a
year ago. The chief adverse influence was the reduction in income which
resulted from the unfavorable price trend of many farm products. There
was a seasonal improvement in the volume of collections.

CONDITION OF WHOLESALE TRADE DURING OCTOBER 1932,

Percentage of Increase or Decrease in:

Ratio of
Collections
During Oct.
to Accounts
and Notes
Outstanding
on Sept. 30.

77.0
g 29.5

.8 5 3.7
—10.9 31.9
—16.8 36.5

Net Sales
July 1
to Date,
Compared
With Same |—
Period Oct.
Last Year, 1931,

Net Sales

Oct, 1932

Compuared
With.

Oct. Sept.

1931. 1932.
+2.7 —1
—17.0
—13.2
+3.1
—3.7

Retail Trade.

Although there was a slackening in the rate of increase, the distribution
of merchandise at department stores in leading cities of the Eleventh
District was on a higher scale during October than that in the preceding
month. The dollar volume of sales was 6.1% above that in September, and
while the recession of 15.1% from the corresponding month of 1931 was
not so encouraging as the 8% decline reported last month, it was, with
this one exception, the most favorable percentage recorded of any similar
comparison during the present year. Due to the small seasonal increase of
sales the Federal Reserve Bank's index of department store sales, which
makes allowances for seasonal changes, declined two points to 68.1 during
October. Distribution during the period from Jan. 1 to Oct. 31 1032, was
24.9% less than in the same period of 1931.

Merchants followed the customary business procedure during October
and increased their inventories 9% over those a month earlier, but their
stocks at the close of the month were 26.29% below those held on Oct. 31
1931. The rate of stock turnover during October this year continued above
that a year ago, but the rate for the first 10 months of 1932 was 2.27, as
against 2.34 in the like period of 1931.

Although the improvement was partly seasonal, collections during Octo-
ber evidenced an appreciable increase over those in September, and were
also above those in October last year. The ratio of October collections to
accounts outstanding on the first of the month was 32.79%, as compared
with 27.7% in September, and 32.0% in October 1931,

——

Stocks
Oct, 1932
Compared

With

Sept.
1932,

—8.0
~17.6

Grocerles. ... . __
Dry goods. . _ . __
Farm implements
Hardware..
Drugs._ .

—37.7
—11.5
-—20.4

Review of ‘Southwest Business Conditions by Los
Angeles Chamber of Commerce —Some Recessions
Noted During November as Compared with Septem=
ber and October.

“November has shown some recession from the levels of
September and October, but fall business activity is main-
taining a level satisfactorily above the slower pace of the
spring and summer months,”” says the Los Angeles Chamber
of Commeree in reviewing business conditions in Los Angeles.
In its “Southwest Business Review’’ the Chamber also noted:
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Postal receipts, under the new postal rates, show an increase for October
over September—these figures now being delayed one month in release;
building permits dropped off slightly in November; employment was also
slightly lower than during the preceding month. Bank debits and Stock
Exchange transactions, in line with other centres all over the country,
showed a decline®

Retail figures for October showed a slight increase for the Twelfth (San
Francisco) Federal District, although wholesale figures decreased 7%.
Important industries were, generally, going into their low period of Novem-
ber and December, when activity is confined to preparation for spring
business.

Agricultural conditions held very much in the same relative position as
during October, with some encouraging factors pointing to improvement.
‘Water commerce showed a decided advance.

Conditions in neighboring western States are considered to be generally
satisfactory, with employment relief in the form of construction projects
going forward, and agricultural and livestock conditions fairly good.

Building Permits.

New construction for the month dropped slightly from October, and was
less than half that of November 1931. The year's total can hardly exceed
18 millions, as indicated by the following figures:

Value.
$1,107,026

2,539,258
16,641,030
38,620,297

Number.
1,256
1,742

16,133
23,774

November 1932
November 1931
11 months, 1932
11 months, 1931

Employment.

Little change in the employment situation in the Los Angeles area was
apparent in the figures of reporting firms. As a result, the Chamber of
Commerce Index of Industrial Employment showed only a fractional
movement from October. This may be slightly modified, due to incom-
plete reports from one industry at the time of going to press.

Slight decreases from the levels of October were evident in Wwearing
apparel, furniture, printing and lithographing and clay products. Food
products manufacture showed a moderate gain in employment. The balance
of the list showed no appreciable change. :

Compared with November 1931, all but two of the 10 industrial groups
were operating at lower levels of employment. The two exceptions were
motion pictures, which were slightly in advance of last year, and mill work,
which showed no change from a year ago.

Among industrial news for the past month were items indicating five new
industrial plants for Los Angeles County, and the expansion of facilities by
10 existing plants. Prospect of early orders for equipment by officials and
contractors for the metropolitan aqueduct is also brightening the employ-
ment picture.

Comparative figures are: November 1932 (preliminary), 63.6; October
1932, 63.9; November 1931, 73.7.

—_——
New Business at Lumber Mills Lowest of Year—
Production 199, of Capacity.

Following two weeks of slight increases, new business at
the lumber mills showed an appreciable decline during the
week ended Dec, 10 1932 and were the lowest of the year,
according to telegraphic reports to the National Lumber
Manufacturers’ Association from regional associations
covering the operations of 694 leading softwood and hard-
wood mills. New business totaled 101,386,000 feet which
was 20% below that reported by the same number of mills
for the previous week. December and January are the low
months in the lumber manufacturing year. The Associa-
tion further reports as follows:

Production totaled 94,209,000 feet during tne week ended Dec. 10,
softwood output being the lowest since early February. Hardwood produc-
tion was somewhat higher than in recent weeks and about 10% above the
previous week.

Production was 19% of capacity and new business 21% of capacity,
compared with 20% and 26% respectively the previous week.

All regions, except Southern Pine, showed orders above production and
that region, only 5% below. On the other hand, Southern pine report was
the only one showing orders above those of corresponding week of last year.
Theit orders were 15% above last vear; all mills reported 26% below. Pro-
duction for the 1932 week was 199 below that of 1931.

Forest products loadings during the week ended Dec. 3 were higher than
for the three previous weeks, but totaled only 16,662 cars compared with
20,302 cars the same week of last year.

Lumber orders reported for the week ended Dec. 10 1932 by 450 soft-
wood mills totaled 89,424,000 feet, or 6% above the production of the same
mills. Shipments as reported for the same week were 81,184,000 feet, or
4%, below production. Production was 84,388,000 feet.

Reports from 256 hardwood mills give new business as 11,962,000 feet,
or 229% above production. Shipments as reported for the same week were
13,981,000 feet, or 42% above production, Production was 9,821,000 feet.

Unfilled Orders.

Reports from 391 softwood mills give unfilled orders of 325,230,000
feet, on Dec. 10 1932, or the equivalent of 9 days' production. The 364
identical softwood mills report unfilled orders as 317,898,000 feet on Dec.
10 1932, or the equivalent of 9 days’ average production, as compared with
303,347,000 feet, or the equivalent of 11 days' average production on
similar date a year ago.

Last week's production of 415 identical softwood mills was 82,356,000
feet, and a year ago it was 99,365,000 feet; shipments were respectively
79,029,000 feet and 111,971,000; and orders received 87,852,000 feet and
117,066,000. In the case of hardwoods, 194 identical mills reported produc-
tion last week and a year ago 8,331,000 feet and 12,843,000; shipments
11,785,000 feet and 14,797,000; and orders 10,574,000 feet and 15,666,000
feet.

West Coast Movement.

The West Coast Lumbermen's Association wired from Seattle the fol-
lowing new business, shipments and unfilled orders for 217 mills reporting
for the week ended Dec. 10:

NEW BUSINESS. UNSHIPPED ORDERS.
Feet. Feet.

SHIPMENTS.,
Feet.

Coastwise and
intercoastal . _ 17,903,000
283,000

Domestic cargo Domestic eca
17,608,000 dellvery. . .
--13,805,000|Foreign
14,954,000 Rafl
4,160,000

0
78,163,000
83,077,000{ Export
43,210,000/ Rail

Local
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Production for the week was 47,025,000 feet. Production was 19% and
new business 21 % of capacity, compared with 20% and 27 % for the previous
week.

Southern Pine.

The Southern Pine Association reported from New Orleans that for 103
mills reporting, shipments were 14% below production, and orders 5%
below production and 10% above shipments. New business taken during
the week amounted to 19,353,000 feet (previous week, 20,669,000 at 105
mills); shipments 17,565,000 feet (previous week, 23,769,000), and produc-
tion 20,466,000 feet (previous week, 21,115,000). Production was 35%
and orders 33 % of capacity, compared with 35% and 34% for the previous
week. Orders on hand at the end of the week at 95 mills were 44,253,000
feet. The 95 identical mills reported a decrease in production of 6%, and
in new business an increase of 15%, as compared with the same week a
year ago.

Western Pine.

The Western Pine Association reported from Portland, Ore., that for
111 mills reporting, shipments were 25% above production and orders 9%
above production and 13% below shipments. New business taken during
the week amounted to 18,170,000 feet (previous week, 25,141,000 at 115
mills); shipments 20,861,000 feet (previous week, 26,277,000), and pro-
duction 16,670,000 feet (previous week, 20,574,000). Production was 13%
and orders 149 of capacity, compared with 15% and 19% for tne previous
week. Orders on hand at the end of the week at 111 mills were 99,869,000
feet. The 100 identical mills reported an increase in production of 25%.,
and in new business a decrease of 39%, as compared with the same week a
year ago.

Northern Pine.

The Northern Pine Manufacturers of Minneapolis, Minn., reported no
production from 7 mills, shipments 1,543,000 feet and new business 1,050,-
000 feet. The same number of mills reported new business 32% less than
for the same week last year.

Northern Hemlock.

The Northern Hemlock and Hardwood Manufacturers' Association, of
Oshkosh, Wis., reported production from 12 mills as 227,000 feet; ship-
ments 164,000 and orders 234,000 feet. Orders were 4% of capacity com-
pared with 3% the previous week. The 12 identical mills reported a
decrease of 56% in production and a decrease of 45% in new business,
compared with the same week a year ago.

Hardwood Reports.

The Hardwood Manufacturers’ Institute of Memphis, Tenn., reported
production from 244 mills as 9,821,000 feet, shipments 13,348,000 and
new business 11,269,000. Production was 20% and orders 23 % of capacity,
compared with 19% and 25% the previous week. The 182 identical mills
reported production 34% less and new business 30% less than for the same
week last year.

The Northern Hemlock and Hardwood Manufacturers' Association, of
Oshkosh, Wis., reported no production from 12 mills, shipments 633,000
feet and orders 693,000 feet. Orders were 16% of capacity, compared
with 15% the previous week. The 12 identical mills reported a decrease
of 57% in orders, compared with the same week last year.

———

Crude]Rubber;Consumption Increased in November—
Imports Lower.

Consumption of erude rubber by manufacturers in the
United States for the month of November amounted to
21,910 long tons. This compares with 21,018 long tons for
October 1932, and represents an increase of 4.29% according
to statistics released by the Rubber Manufacturers Associa-
tion. Imports of crude rubber for the month of November
1932 totaled 27,080 long tons, a decrease of 23.7% below
October 1932, and were 38.1% below November a year ago.

The Association estimates total domestic stocks of erude
rubber on hand Nov. 30 at 377,996 long tons, which com-
pares with Oct. 31 stocks of 373,823. November stocks show
an increase of 1.19 as compared with October of this year,
and 29.29, above the stocks of Nov. 30 1931.

The participants in the statistical compilation report
40,879 long tons of erude rubber afloat for the United States
ports on Nov. 30 1932. This compares with 40,176 long
tons afloat on Oect. 31 1932, and 58,082 long tons afloat on
Nov. 30 1931.

—_——

Shipments of Pneumatic Casings and Inner Tubes
Dropped Sharply During October—Inventories
Rise.

Shipments of pneumatic casings for the month of October
1932 amounted to 1,799,136 casings, a decrease of 41.69%
under September this year, and 36.9% below October 1931
according to statistics estimated to represent 1009, of the
industry, as released by the Rubber Manufacturers Asso-
ciation, Inc. Production of pneumatic casings for October
1932 to be 2,568,641 casings, an increase of 1.29% above
September this year, but 13.6% below October 1931. Pneu-
matie easings in the hands of manufacturers Oct. 31 1932
amounted to 6,785,989 units, an increase of 12.89, abov®
Sept. 30 stocks, but were 17.29, under Oct. 31 stocks a
year ago. The actual figures are as follows:

PRODUCTION AND SHIPMENTS OF PNEUMATIC CASINGS.
[From figures estimated to represent 100% of the industry.]

Shipments. Production. Inventory.

6,875,930
6,006,098
8,300,065

2,568,641
2,538,720
2,873,755

1,799,136
3,082,285
2,851,653

tized for FRASER
:/lfraser.stlouisfed.org/




4118

The Association, in its bulletin dated Dec. 12 1932, gave
the following data:

PRODUCTION AND SHIPMENTS OF PNEUMATIC CASINGS AND INNER
TUBES (BY MONTHS).
[From figures estimated to represent 80% ot the Industry.]

Pneumatic Casings. Inner Tubes.

Ship- Inven~
ments, tory.

Inven-
tory.

6,329,417 2,602,469
2,042,789

2,363,323

6,175,055

4,779,814
4,901,884
4,602,160,
4,970,898

2,478,234
1,749,188| 1,326,824

26,485,799(27,686,978

5,500,784 1,439,309

29,376,822

7,165,846 2,995,479 7,551,503
9,936,773
8,379,974
8,330,155
8,438,799
8,403,401
7,671,801
7,019,217
8| 6,476,191

004 6,658,913
6,335,227| 2,000,630( 2,309,971| 6,495,708
6,219,776| 2,114,677| 2,225,036

6,337,570
38,992,220(40,048,552

2,898,405

2,075,716
2,213,261

40,017,175

10,163,267
10,428,968
10,543,026 3,781,789
11,027,711 3,878,607
11,081,523 4,058,847
904110,889,444 4,212,082

6| 9,325,602 4,684,182
8,589,304 4,609,856
8,052,121 3,632,458
8,413,578 2,777,965
8,250,432 2 2,230,654
7,999,477 2,729,973

41,936,029143,952,139

3,885,717

9,539,353| 3,588,862
3,644 3,469,919

9,928,238/ 3,644,606

2,799,440
2,267,465
2,251,269| 2,688,960

140,772,378!42,913,108
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is significant especially as 1929 was the peak year for world
rubber production, the total having been about 860,000 tons.
It is added that rubber-production statistics for 536 estates
in October, 1932, show a net decline of 14.79, as compared
with October, 1931, the 1932 figures embracing 129 estates
reporting an average increase of 14.8% and 407 estates re-
porting a decline of 24.29.
—_——

Agricultural Department’s Reports on the 1932
Production of Grain and Other Crops.

The Crop Reporting Board of the United States Depart-
ment of Agriculture made public on Deec. 15 its report of
crop acreage and production for 1932, with revisions for
1931 and 1930, based on the latest information available,
including data furnished by crop correspondents, field
statisticians, and co-operating State agencies. This report
shows that the production of winter wheat is placed at
462,151,000 bushels, as compared with the Department’s
estimate of a month ago of 442,000,000 bushels, and com-
pares with 787,393,000 bushels harvested last year and
with 599,593,000 bushels harvested in 1930. The production
of spring wheat is now placed at 264,680,000 bushels, as
compared with the estimated yield a month ago of 270,-
000,000 bushels and with a production of 112,826,000:
bushels in 1931 and 257,834,000 in 1930. The production
of all wheat for 1932 is 726,831,000 bushels, as against
900,219,000 bushels last year and 857,427,000 bushels two
years ago. Corn production is given as 2,908,045,000, as
compared with the Nov. 1 estimate of 2,921,000,000 bushels
and a 1932 harvest of 2,567,306,000 bushels and a 1931 pro-
duction of 2,059,641,000 bushels. Many crops show a
lower production than in the past two years, especially fruits
and vegetables, but the produetion of corn, oats, barley and
grain sorghums combined was the largest since 1920. The
report in full follows:

UNITED STATES CROP REPORT AS OF DEC. 1 1932.

The Crop Reporting Board of the United States Depratment of Agriculture makes
the tollowing report of crop acreage and production for 1932, with revisions for 1931
and 1930, from the latest information avallable, Including ‘data furnished by crop
COrT dents, fleld statisticlans, and co-operating State agencles. Preliminary

CONSUMPTION OF COTTON FABRICS AND CRUDE RUBBER IN THE
PRODUCTION OF CASINGS, TUBES, SOLIDS AND CUSHION TIRES
AND OUTPUT OF PASSENGER CARS AND TRUCKS,

estimates, of farm income from these crops by States will be published later—prob-
ably In February 1933.

Yield per Acre. Production (in thousands).
1930. | 1931. | 1932,

1930. 1931. 1032.

Crop.

Consumption. x Pr

Crude
Rubber

Cotton
Fabrics
(80%)

Passenger
Cars
(100%)

Gasoline
(80%) (100%)

(Pounds) (Pounds) (Gallons)
165,963,182| 518,043,062(10,708,068,000!
177,979,818| 515,994,728(12,512,976,
222,243,398( 600,413,401/13,633,452,000
208,824,653| 598,994,708(14,748,552,
158,812,462| 476,755,707 (16,200,894,000)
151,143,715| 456,615,428|16,941,750,000

134,852,361| 405,689,315|14,372,652,000
115,161,094/ 369,068,801|13,208,034,000 212,906
8,344,974| 27,118,700! 1,354,710,000 37,7001 14,157

x These figures Include Canadian production and cars assembled abroad the
parts of which were manufactured In the United States.

WHOLESALE PRICES OF COMMODITIES.

| Index Numbers.
1926=100.

535,008
28| 486,952
576,540
810,549
569,271
435,784

390,006

Average Prices.

Oct.
1931.

Commaodity.
Oct.
1932,

Sept.
1932,

Oct. | Sept. | Oct.
1932.|1932. 1931.

Trucks |
(100%)

0
-
-

Corn, bushels

Wheat—Winter, bushels
Durum, 4 States, bushels. . .
Other spring, U. S., bushels.

1, bushels

27.0|2,059,641|2,567,306(2,008,045
13.7 787,393 462,151
10.3 20,712
12.7 92,114
13.2 900,219
30.1
22.7
12.2)
14.8
5.7
45.3
13.5
4162.1

1.32

—
S
[
-
©

Al
Oats
Barley....

Rye, bushels

Buckwheat, bushels.
Flaxseed, bushels

Rice, 4 States, bushels. -
Graln sorghums, bushels_
Cotton, bales

NoSuBEARERS
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All hay, tons. .

Sweet sorghums(for.&hay)tonsd
Timothy seed, bushels

Clover seed (red & alsike) bus..
Sweetclover seed, bushels_ . ..

All commodities

Crude rubber (cents per pound)
Smoked sheets (cents per pound) ..
Latex crepe (cent? per pound)....

64.4 | 65.3
8.

TR — 05
. 050 | 7.2 8.
053 g

nit)
Trick and bus (dollars per unit) ..
“Tubes, inner (dollars per unit)

9.
2.
) i
0.
3.
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Rubber Stocks in Far East Increased from Oct. 31 to
Nov. 30, According to Rubber Exchange of New
York.

Dealer’s stocks of rubber in the Far East amounted to
30,123 tons as of Nov. 30, the Rubber Exchange of New
York was advised by cable, or 29,404 tons on a dry-weight
basis. This compares with 26,270 tons, dry, reported at
the close of October, and with 41,372 tons at the end of
November, 1931. In announcing this, the Exchange also
said on Dee. 12:

Such stocks have shown a tendency to increase since the low point,
19,798 tons, dry weight, was reached at the end of July 1932.

The total last month comprised 14,036 tons of smoked sheets, 12,132
ﬁ;fpot crepe, 1,908 tons of unsmoked sheet and 2,047 tons of scrap and
——e
Production of British Rubber Estates Registers Decline
in October.

Summaries of crop returns of 615 rubber producing com-
panies, principally British, in British Malaya, Dutch East
Indies and Ceylon, show a production of 207,415 tons of
crude rubber for ten months ended October, 1932, a decline
of 4 and 5% as compared with the same period in 1931 and
1929, respectively, it is announced by the Commerce De-
partment’s Rubber Division. This decline, it is pointed out,
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Cowpeas, bushels
Velvet beans, tons.
Potatoes, bushels

Sugar cane, La., tons
Cane sirup, gallons...
Sorgo sirup, gallons. -

Maple sirup, gallons.
Broomeorn, tons
Hops, pounds
Apples, total, bushels
Apples, commere.al, barrels.
Peaches, total, bushels
Pears, total, bushels. ..
Grapes, total, tons & ..
Cherrles (12 States) tons
Plums and prunes, fresh (4
States) tons. _ .. occea-e--
Prunes, dried (4 States) tons. ..
Oranges (7 States) boxes
Grapefruit (4 States) boxes ...
Lemons (Callfornia) boxes. . - .
Cranberries, barrels
Pecans, pounds
Commercial Truck Cro,
Asparagus, crates i .. .
Beans, lima, tons 1. __
Beans, snap, tons 1.
Beets, tons i
Cabbage, tons i. ..
Cantaloupes, crates .
Carrots, bushels_ . _
Cauliflower, crates.
Celery, crates
Corn, sweet (canning) tons.. .
Cucumbers, bushels J
Eggplant, bushels____
Lettuce, crates. . _
Onlons, bushels. _ _
Peas, green, tons 1
Peppers, bushels
Potatoes, early, bushels
Spinach, tonsi. ... ____
Strawberrles, crates 1.
‘Tomatoes, tons k 52,230.8
Watermelons, number 260! 82,4011 575,509

a Pounds. b Not Included In tame hay. ¢ Bags of 100 pounds. d Total except hay.
¢ Trees tapped. f Total equivalent sugar per tree. ¢ Includes some quantities not
harvested. A Production s the total for fresh frult, julee and ralsing. ¢ Includes

53,160
9,049
17.6
9175.3
73.2
9 0964
16,00 017,008 017,000

10,
011,387 Y 07.364
010,184
373.6

0
51,640
10,387

21.2

021,
d 213.0]
112.4

9,534
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production used for canning or manufacture. j Does not include estimates of cu-
cumbers grown for pickles. k Includes production used for canning or manufacture.
1 Includes some quantities not harvested. m Includes following crops in certain
States: Artichokes, sweet corn and kale for market and pimientos for manufacture.

State tigures for individual crops will be released at 9:00 a. m. Dec. 16 1932 and
published in the December 1932 issue of *Crops and Markets."

Acreage Harvested.
(in thousands).

1930. | 1931. 1932,

Corn 100,793|105,301{107,729| | Maple sirup - ..|e13,113]€12,079]e12,033
Wheat, winter.| 39,463| 41,357| 33,656/| Broomcorn 391 205 284
Durum, 4 Sts. 2,960 3,863 5 : 22
U. 8. 11,027| 17,658||Cranberries. . __ 28

55,177
41,224

Acreage Harvested.
(in thousands).

1930.

Crop.

1932, 1931.

Comm'l  truck
13,213 crops:
3,271| Asparagus i_ ...
464((Beans, lima i. .
2,087||Beans, snap i..
869
7.850
37,589||Cantaloupes - - -

b e

e
SWRD SVDUNWoUno

45,001( 40,693

Hay, all tame_:
Hay, wild
All hay

52,623
13,703
66,416

53,879] 92,819||Cauliflower- - __
12 250! 14,298||Celery

66,138| 67,117||Corn, sweet
Sweet sorghums [ (canning)_ . ..
P (for. & hay)b.| 1,818/ 2,333| 2,633||Cucumbersj.__
Timothy seed - . 428 509/ 442||Eggplant . . __ __
Clover seed (red Lettuce. . - - - _.
p and alsike)-.| 1,055 850! Onions. ... ...
Sweetcl'rseed . . 248 Peas, green 1. ..
Lespedeza seed. 73, Peppers. - . ...
Alfalfa seed .. 361} Potatoes, early .
Beans,dry edible| 1,883 | |Spinach i

1,285 Strawberries .
Tomatoes k.. __
|| Watermelons __
Miscellaneous m

aND akkoNmOD®

-

TN R WS o
CONTREND ANONDUENN

WNNSbbHoSon OoXODWWDE
D DD i 00 N

Velvet beans_ __

Sweet potatoes.
Tobacco... ...
Sugar beets
Sugarcane,
Cane sirup .
Sorgo sirup .

Tot.truck crops:
For market n . «
For manuf o. . . .31 1,034, 738.3

Total all crops
250|| with duplica-
tions elim’d . . |357,530{349,943(352,825

a Pounds. b Not Included in tame hay. ¢ Bags of 100 pounds. d Total except hay.
e Trees tapped. S Total equivalent sugar per tree. ¢ Includes some quantities not
harvested. % Production is the total for fresh fruit, julce and raisins. { Includes
production used for canning or manufacture. Jj Does not Include estimates of cu-
cumbers grown for pickles. k Includes pri fon used for ing or f e,
1 Includes some quantities not harvested. m Includes following crops in certain
States: Artichokes, sweet corn and kale for market and pimientos for manufacture.
n Except potatoes. o Does not includ i} of cucumbers grown for pickles.

State figures for Individual crops will be released at 9:00 a. m. Dec. 16 1932 and
published in the December 1932 {ssue of *'Crops and Markets.”
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Maple sugar. _ _|e13,113|e12,079] 12,033

General Reutew.

The final check-up of the Nation's crop production in 1932 by the United
States Department of Agriculture confirms earlier indications of sub-
stantially lower production of crops raised for sale and substantially heavier
production of feed crops than in either of the last two years. The sharpest
reductions are shown by wheat, cotton, tobaceo and rice, the leading cash
crops of which there is normally a surplus for export. Production of several
other cash crops, such as flaxseed, rye, beans and buckwheat, was also
low, due chiefly to acreage reductions. The production of fruits was sub-
stantially below average due to weather conditions, and the commercial
production of vegetables grown for canning was the lowest in several years,
due primarily to a reduction in the acreage planted. The production of
feed grains (corn, oats, barley and grain sorghums combined) was the
largest since 1920, and the pounds of feed grain produced per unit of grain-
consuming animals on farms was about 10% above the average during the
past ten years. The hay crop was larger than in either of the last two
years, though still below the usual level.

The current movement of people back to the farms has no doubt helped
to maintain acreages under present adverse conditions, but as yet it has
had no measurable effect in increasing the output of agricultural products,
except possibly garden vegetables and some food crops raised for home use.
The area of crops harvested, estimated at 352,825,000 acres, was about
1% above the acreage harvested last year, but slightly below the harvested
acreage in either of the two preceding years. While there have been sharp
changes in the crop acreages of individual States during the last few sea-
sons, most of these have been due to variation in the acreage lost from
drouth and other causes or to variations in the acreage of wild hay cut.
Outside of the areas affected by drouth, the total acreage of crops has been
fairly stable during the last few years. In 1932 a considerable acreage of
winter wheat was lost in the southern Great Plains area, but the total
acreage of crops abandoned was much less than it was last year. Com-
bining all crops, yields per acre on the acreage harvested averaged 3.6%
above yields last year, 7.5% above yields in the drouth year 1930, 2.1%
above yields in 1929 and 1.49% below the average yields during the previous
10 years. Yields were below average chiefly in the Great Plains area and
in an eastern area centring on Virginia, drouth being the principal cause
in each case. The reduction in the quantity of fertilizer used in the eastern
and southeastern States appears to have tended to reduce the yields of
cotton, potatoes, some vegetables and some types of tobacco, but there is
little evidence that the yields of other crops have as yet been materially
affected by the efforts that farmers are making to reduce expenses.

Due to decreased sowings of winter wheat and an unfavorable growing
season in the important winter wheat States, the 1931 wheat crop of 726,~
831,000 bushels was 12% below the 1924-1928 average crop, 19% below
the crop of 1931 and 15% less than the 1930 crop. In 1931 the winter
wheat crop was large but the spring wheat crop was very short, due to
extreme drouth in the Dakotas and Montana. In 1932 the reverse was
true, with the production of winter wheat 58.7% smaller than in 1931,
while spring wheat production, with greatly increased acreage harvested
and higher yields, was about two and a third times as large as the small
crop of 1931.

Due to decreased plantings, especially in the North Central States, and
lower yields in all areas except in the far Western States, production of
winter wheat this year is estimated at 462,151,000 bushels, compared with
787,393,000 bushels in 1931. The average production for the five-year
period 1924 to 1928 was 549,000,000 bushels, The production in the North
Central States alone in 1931 was about 32 million bushels above the total
United States production this year. The important winter wheat States
of Kansas, Oklahoma and Texas all have a much smaller harvested acre-
age than a year ago. The average yield for United States of 13.7 bushels
per acre was below the 10-year average due principally to an unfavorable
season in North Central, South Central, North Atlantic and South Atlantic
States. The acreage harvested in 1932 was only 33,656,000 acres, a reduc-
tion of nearly 20% from the harvested area in 1931 and 6.6% less than the
average of the five-year period 1924-28.
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Production of durum wheat in 1932 in North and South Dakota, Minne
sota and Montana was 39,868,000 bushels, an increase of 929 over the
small 1931 production, but only 69% of the 1930 erop and 60% of the five~
year 1924-1928 average production.

The average yield of 10.3 bushels this year is below the 10-year average
of 11.8, but much above last year’s yield of 7.0 bushels. Acreage of durum
wheat harvested in the four States was about 30% greater than in 1931,
when seedings were drastically curtailed and extensive abandonment fur-
ther reduced the acreage harvested.

The increased production this year over last year is due to a much greater
acreage and a more favorable growing season in all four States.

The 1932 production of spring wheat other than durum, due to sharply
increased harvested area and yields, slightly in excess of the 10-year average
is estimated at 224,812,000 bushels, which is more than doutle the small
1931 crop and 129% above the 1930 production. The area harvested this
year of 17,658,000 acres was 6,631,000 acres or 60% greater than
harvested in 1931, when abandonment was very great. Average yield
was 12.7 bushels per acre compared with only 8.4 bushels in 1931.

The 1932 corn crop of 2,908,045,000 bushels is 13% larger than the 1931
crop and 419 larger than the short crop of 1930. The amount husked
or snapped for grain was 2,508,920,000 bushels. The remainder of the
crop was used for silage, fodder, hogging down and grazing.

The 1932 acreage of corn for all purposes was 107,729,000 acres, which is
about 2.3% larger than in 1931 and 6.9% larger than in 1930. The acre-
age was increased this year in all s2ctions of the country, except the East
North Central group of States where there was a decrease of about 1%.

The yield is 27.0 bushels per acre or the same as the average of the 10
years, 1919-1928. Yields were average or above in all Corn Belt States
except Ohio and Nebraska. Elsewhere yields were mostly average or lower,
with markedly less than average yields in the Western Plains States.

The combination of high yields on large acreages in the heart of the
Corn Belt makes the production in the North Central States 76% of the
total. This contrasts with 1931 when yields were exceptionally high in
most of the States South and East from Illinois, and the North Central
States had less than 70% of the total production.

The production of oats in 1932 is estimated at 1,242,437,000 bushels,
about 11% greater than in 1931 and 3% less than in 1930. The increase
over last year's production is accounted for by an increase of 3.6% in har-
vested acreage and 7% in yield per acre.

The acreage harvested in 1932 was 41,224,000 acres, 3.6% greater than
the 39,800,000 acres harvested in 1931 and 4.1% greater than in 1930.
In the West North Central States and in the Western States, acreage was
reduced by drought in both 1930 and 1931. The 1932 acreage in each of
these areas is greater than in either 1930 or 1931. In the Southern States,
oats acreage was increased sharply in 1931 following the drought of 1930. In
the Southeastern States the 1932 acreage remained at about the 1931 level,
In the South Central States, despite a reduction of about 10% from the
1931 acreage, the 1932 acreage is still about 30% greater than in 1930.

Yield per acre was below that of last year in the area south of a line
extending from Arizona to Pennsylvania. In other sections yields were
generally higher this year than last. For the country as a whole, the yield
per acre was slightly above the 10-year, 1919-28 average. Yields above
average were secured in the important oats-producing areas extending
from South Dakota and Nebraska on the west to Illinois on the east, as
well as in New York, New England and the Pacific Northwest.

The 1932 barley crop is estimated at 299,950,000 bushels, is the third
largest barley crop ever produced, and is exceeded only by the 1930 crop
of 303,752,000 bushels and the record 1928 crop of 331,148,000 bushels.
In 1931 the crop was greaty reduced by drought and only 198389,000
bushels were harvested. The acreage harvested this year was 13,213,000
acres, about 16% greater than in 1931 and only 29 below the record acreage
of 1929. There has been a decided upward trend in barley acreage with the
present level about double the level of 10 years ago.

The greatest increases in acreage over 1931 occurred in the West North
Central States and in the Western States, particularly in the important
producing States of North and South Dakota where there was unusually
heavy abandonment of acreage last year due to drought damage.

For the United States as a whole, the average yield of 22.7 bushels per
acre in 1932 was about the same as the average of the 10 years, 1919 to
1928. Yields above average were secured in the Far Northwest group of
States, in the Northeastern States, and in South Dakota and Wisconsin.

Production of rye in 1932 is estimated at 39,855,000 bushels as compared
with 32,026,000 bushels in 1931 and 45,481,000 bushels in 1930.

Acreage of rye harvested for grain this year was 3,271,000 acres, an
increase of 7% over the acreage harvested in 1931 but a decrease of 10%
from that harvested in 1930. The five-year average (1924-28) was 3,509,~
000 acres.

Yield per acre this year, at 12.2 bushels was slightly below the 10-year
average (1919-28). The yield per acre was 10.5 bushels in 1931 and 12.8
bushels in 1930.

In the Dakotas, where the 1931 drought greatly reduced both acreage
harvested and yield per acre, favorable growing conditions in 1932 made
possible a crop more than double the 1931 crop.

In the Northeastern States the 1932 acreage of buckwheat was 9% less
than the 1931 acreage, which in turn was 9% less than in 1930. Inthe North
Central States the decrease in acreage this year was 10%, following a 23%
decrease last year.

Production of buckwheat in 1932 was 6,844,000 bushels, 23% less than
in 1931. The yield per acre in 1931 was nearly one bushel above the 10-year
average, but in 1932 nearly two bushels below.

The 1932 flaxseed crop of 11,841,000 bushels, like the 11,798,000 bushel
crop of 1931, is less than half the domestic requirements for this crop.
Drought in July and August in the Dakotas and Montana, together with
some grasshopper damage, resulted in unusual abandonment of acreage
this year, although the loss was not as great as in 1931. The acreage har-
vested in 1932 is estimated at 2,087,000 acres, compared with revised
estimates of 2,416,000 acres in 1931 and 3,736,000 in 1930.

For the country as a whole, the yield per acre was 5.7 bushels in 1932,
4.9 bushels in 1931; and 5.7 bushels in 1930.

Rice production of 39,356,000 bushels (10,932,000 barrels) in 1932, is
nearly 15% less than in 1931. Rice acreage in 1932 was about 10% less
than that harvested in either 1930 or 1931,

The California crop of 7,040,000 bushels is 17% smaller than in 1931
and the crop in the three Southern States of 32,316,000 bushels (898,000
barrels) is 14% smaller,

The 1932 production of grain sorghum for grain and forage expressed as
grain is estimated at 105,871,000 bushels, slightly more than the 105,214,000
l;;;gels produced in 1931, and about 64% greater than the short crop of

In 1932 there were 7,850,000 acres of grain sorghums for all purposes,
10% more than in 1931 and 19% more than in 1930. All States share in
the increase in acreage.

The yield at 13.5 bushels per acre is 1.2 hushels lower than in 1931, but
3.7 bushels higher than in 1930.
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The portion of the acreage harvested for grain produced 65,053,000 bushels
or 7% less than in 1931, and 75% more than in 1930.

Although the tame hay crop is appreciably above that of either 1931 or
1930, it is under 70,000,000 tons for the third successive year. The aver-
age crop for the five years 1924-1928 was 74,000,000 tons. With farm
stocks of old hay on May 1 nearly 3,000,000 tons below average, and the
prospective tame hay crop also below average, it was necessary to cut more
than the usual acreage of wild hay. An increase of 17% in the harvested
acreage of wild hay did not quite offset the shortage in tame hay and pro-
duction of all hay in 1932 was less than 81,788,000 tons compared with a
five-year average (1924-1928) of nearly 85,800,000 tons.

The clover and timothy hay crop of 26,000,000 tons was more than 1,500,~
000 tons less than either the 1931 or 1930 crops, the reductions resulting
largely from loss of acreage because of dry weather.

The alfalfa hay crop, however, turned out better than was expected,
especially in the Southwest, and almost 26,000,000 tons were harvested
in 1932 compared with 21,000,000 tons in 1931 and 23,000,000 tons in
1930, and a five-year average (1924-1928) of 23,000,000 tons.

The production of alfalfa seed in 1932 of only 538,000 bushels is 32%
less than in 1931 and less than half that of 1930. The acreage this year
is 275,000 acres, 24% less than in 1931 and 389% less than in 1930. The
season was unfavorable for the production of seed in the two principal
producing areas, the North Central and the Western States.

Due to a favorable season in the four principal States of Ohio, Indiana,
Illinois and Michigan production of red and alsike clover in 1932 was
1,687,800 bushels, nearly one-half more than in 1931 and 13% more than
in 1930.

The production of timothy seed in 1932 is estimated to be 1,781,200
bushels, 13% less than the 2,045,000 bushels harvested in 1931, but 2%
more than in 1930.

Production of sweet clover seed was sharply reduced this year in the two
Dakotas and Minnesota. The production is estimated to be 572,600 bush-
els from 180,500 acres compared with production in 1931 of 837,700 bush-
els from 247,600 acres.

The 1932 acreage of lespedeza seed is estimated at 73,600 acres and the
production at 293,900 bushels, compared with 73,000 acres and 311,000
bushels in 1931. This crop is largely produced in North Carolina and
Tennessee.

Although the acreage of cow peas for all purposes was increased about
35% over that of 1931, the amount of seed gathered was 129 less than
in 1931. The estimated harvested crop of 6,085,000 bushels compares with
6,902,000 bushels harvested in 1931, but is an increase of about 58% over
the amount gathered in 1930. The yield of 8.9 bushels per acre this year
compares with 10.1 bushels per acre harvested in 1931 and 8.5 bushels
per acre in 1930. The total area in cowpeas this season is estimated at
2,761,000, equivalent solid acres, of which about 1,543,000 acres were
used for hay, 687,000 harvested for the peas and 531,000 acres for other
purposes, mostly for grazing or hogging.

The estimated harvested crop of 13,245,000 bushels of soy beans is a
reduction of about 13% from that of 1931, but is about 8% larger than the
quantity harvested in 1930. Soy bean acreage for all purposes is estimated
at 3,243,000 acres, a reduction of about 6% from 1931, but an increase of
about 12% over the acreage grown in 1930. Soy beans were harvested for
grain on about 830,000 acres this season compared with 970,000 acres last
season. Soybean hay was saved from 2,088,000 acres, a reduction of
about 4% from last season.

The combined production in 1932 of ten of the more important fruit crops
was about 10,245,000 tons, which is about 15% less than produced in 1931,
about 13% less than in 1930, but about 12% more than the crop of 1929.
This comparison includes the indicated 1932 citrus crop, much of which
has not yet been harvested.

Comparisons of the individual crops produced in 1932 with those of 1931
show the apple crop about 31% smaller, peaches 40% less, pears 6%,
dried prunes 15%, oranges 2%, grapefruit 13% and lemons 10% less than
produced last year. On the other hand, grape production in 1932 was 339,
fresh prunes 319 and cherries 14% larger than in 1931.

Weather conditions from the fall of 1931 up to the middle of March
1932, were unusually mild. Trees were far advanced and peaches in
blossom in the Southern States. During the week of March 15 a severe
cold spell caused widespread damage to most fruits over the entire country
east of the Rocky Mountains and south of New York. The peach crop
in some of the Southern and Central States was practically a failure, while
apples were retarded in many areas. The drouth during the late summer
further curtailed the apple crop, particularly in the important Cumber-
land-Shenandoah region of Virginia and West Virginia.

The production of apples in 1932 is placed at 139,156,000 bushels, as
compared with the large crop of 1931 of 202,415,000 bushels, and the pro-
duction of 153,324,000 bushels in 1930. Aside from the influence exerted
upon the 1932 crop by the large crop of the year previous, production in
some States was curtailed markedly by the late spring freeze and drouth
during the late summer. The commercial crop, or that part of the total
which is expected to be marketed as fresh fruit, is placed at 28,273,000
barrels, or 84,819,000 bushels, which is about 18% less than the quantity
80 utilized from the 1931 crop and 16% less than in 1930.

The forecast of car-lot shipments of apples for the 1932-1933 season is
placed at 77,965 cars. This would be about 77% of the rail movement
last year and the smallest rail shipment for any of the 12 years for which
records are available. The present forecast of car-lot shipments would be
equivalent to about 59% of the estimated commercial crop. Last year
the car-lot movement of apples represented 61 % of the estimated commercial
crop compared with 71% in 1930 and 74% in 1929. Similar forecasts of
car-lot shipments have proven accurate within 1% in four of the past five
years, but with increasing proportion of the crop moving by motor truck
the accuracy of the present forecast is dependent to a greater extent upon
the weather conditions during the remainder of the shipping season.

Pear production in 1932 was about 6% less than the production of 1931
and about 15% below the crop production in 1930. The crop this year
is placed at 21,981,000 bushels. With the exception of the three Pacific
Coast States, Washington, Oregon and California, with a crop nearly 12%
larger than a year ago, and the North Atlantic States, with about 62%
more pears this year than last, the crop in the balance of the country was
reduced markedly by the freeze during the week of March 15 which fol-
lowed an unusually mild winter, which had brought fruit buds to an un-
usually advanced stage.

The production of oranges is indicated at 48,788,000 boxes on Dec. 1.
This is about 2% less than the crop of 1931 and nearly 11% less than the
harvest in 1930. Of the total of 48,788,000 now indicated, California is
expected to produce about 33,400,000 boxes. This report was made as of
Dec. 1. On Dec. 13, however, a cold wave spread over the San Joaquin
Valley with record low temperatures recorded at many points. Unharvested
oranges in northern California were all frozen with central section firing
heavily to save the fruit. Definite results of the freeze can not yet be
determined with accuracy.

The total grapefruit crop is now expected to amount to about 13,221,000
boxes as compared with 15,147,000, the 1931 crop, and 18,825,000 har-
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vested in 1930. Florida expects about 9,200,000 boxes, of which 6,700,000
boxes, or about 13% less than the 1931 crop, are estimated as commercial,
The Texas estimate is now placed at 1,350,000, or about 54 % of their 1931
production, while California expected 2,200,000 boxes, which is slightly
more than the 1931 crop. B - ovesilnuavimell :

The production of peaches in 1932 is placed at 46,267,000 bushels, which
is about 60% of the exceptionally large crop of 1931, which amounted to
76,586,000 bushels. As a result of the freeze during the late spring of
1932, the crop this year was practically a failure in several States and was
materially reduced in practically all of the States east of the Rocky Moun-
tains and south of New York.

Production of potatoes in the 30 late States is estimated at slightly
over 291,300,000 bushels, or 3,200,000 bushels less than were estimated on
Nov. 1. The late potato crop this year is about 2% smaller than that of a
year ago, although the acreage is between 2 and 3% larger than in 1931.
Growers' reports indicate that the harvest acreage this year amounted to
2,626,000 acres in the 30 late States, or 34,000 acres less than the July 1
estimate of plantings. Some increases over the planted acreage are now
found in the harvested acreage reported for a few of the States, but these
increases are exceeded by the acreage lost in- certain other late States,
chiefly Central and Western, as a result of varying eausés, including drouth,
blight and freezing temperatures at harvest. Production in the interme-
diate potato States is estimated to be slightly less than reported on Nov. 1,
or not quite 35,300,000 bushels, about 6% less than the 1931 production.
Production in the early States is estimated at 30,000,000 bushels, or one-
fourth smaller than the 1931 crop. For the entire United States the esti-
mated 1932 potato crop amounts to 356,589,000 bushels compared with
375,310,000 in 1931 and 356,671,000 bushels, the average production of
the preceding five years. The average United States yield during the 1926
to 1930 period was 115 bushels. The 1932 yield averaged 105.9 bushels
compared with 111.2 in 1931 and about 110 bushels in both 1929 and 1930.

Production of sweet potatoes in 1932 is estimated at 78,484,000 bushels,
which is 15,441,000 bushels more than the crop of 1931, which in turn was
slightly larger than the average crop of the preceding five years. The
acreage of sweet potatoes has been greatly increased in the past two years,
from an average of 661,000 for the 1926-1930 period to 785,000 in 1931 and
to 926,000 acres the past season. Most of this expansion has resulted from
efforts to increase the home grown food supplies on Southern farms. Yields
the past three seasons have been below the 1926-1930 average. The 1932
yield of about 85 bushels was 9 bushels below this average, although some-
what larger than either the 1930 or the 1931 yield.

Tobacco production is less than two-thirds as large as in 1931, the har-
vested acreage being 29% less and the yield per acre 9% less. The re-
duction from the 1931 acreage was due almost entirely to a shift from cash
to feed and food crops required by economic conditions.

Broomcorn production of 33,300 tons in 1932 is one-fourth less than in
1931, when 44,300 tons were harvested. The acreage harvested this year
was only 4% less than in 1931 but yields were reduced by dry weather in
the Western districts.

The acreage of sugar beets harvested for sugar in 1932 was 7% larger
than the acreage harvested in 1931. The acreage in Colorado and Wyoming
was reduced because of uncertainty concerning contracts at planting time,
but this was more than offset by large increases from the 1931 acreages in
Ohio and Michigan. The 1932 yield per acre for the United States was
11.7 tons per acre, which is exceeded only by the record yield of 11.9 tons
per acre in 1930. The 8,991,000 short tons of beets harvested this year is
likewise the largest crop except for 1930, when 9,199,000 short tons were
produced. If production of beet sugar from the 1932 beet crop exceeds
1,300,000 short tons, as is now estimated, this will be 8% more than has
been made from any previous beet crop.

The total acreage of sugar cane harvested in Louisiana this year is 18%
more than was harvested in 1931 and the acreage used for sugar is about
21% more. The yield of cane per acre in the “‘sugar belt'’ was only aver-
age, but the outturn of sugar per ton of cane was the highest on record,
and production of sugar is estimated at 231,000 short tons.

Like the acreage of other home-grown foods, the acreage of sugar cane
for syrup in the Southern States was increased more than 10% over the
1931 acreage, but the acreage of sorgo for syrup was increased only in
Virginia, South Carolina, Georgia, Alabama, Mississippi and Texas. Total
production of syrup from these two sources was 33,388,000 gallons, or
nearly 4% more than in 1931.

There were fewer maple trees tapped in the Northern States in 1932 as
compared with 1931, but the total production in terms of equivalent sugar
was 20,753,000 pounds (2,594,000 gallons equivalent syrup), or about
9% more than was made in 1931.

The indicated crop of 586,000 tons of velvet beans is about 53 % larger
than the crop of last year and about 25% in excess of the 1930 production.
The estimated area of 1,401,000 acres grown represents an increase of
about 34% over the 1931 acreage and is about 17% larger than in 1930.
Yield is placed at 836.5 pounds per acre. Usually only 10 to 20% of the
pods produced are harvested, after which these are partly shelled for seed
and partly ground for feed. The bulk of the pods and practically all of the
vines are left in the field to be harvested by livestock. The principal
acreage is found as an interplanted crop in corn in the States of Georgia,
Alabama, Florida, South Carolina and Mississippi.

The bean crop of 10,095,000 hundred-weight bags production in 1932 is
20% smaller than the crop of 1931. The yield of 749 pounds per acre was
better than usual, but the acreage harvested was 289 less than last year.
Production of pea beans is about 23 % more but that of the Great Northern
and Pintos between 40 and 50% less than last year, Production of all
beans in California is about 28% less than in 1931, lima production being
reduced about 30%.

The estimated peanut crop of 1,002,080,000 pounds gathered in 1932,
is 8% smaller than that of 1931 but about a third larger than the average
for the five years 1924-1928. The decreased production results from lower
yields, the acreage harvested for nuts being about 13 % greater than in 1931.

Virginia, North Carolina and Tennessee which produce most of the large
nuts, have a crop about 15% less than last year. Production in the South-
east States is 79 less than last year, but in the Southwest it is about 20%
greater.

Peanuts were harvested for nuts on 1,603,000 acres in 1932. While an
increase over 1931 is shown for the United States the Virginia and North
Carolina area showed a small decrease in acreage harvested.

Although the commercial production of truck crops for the fresh market
reached a new peak in 1932, only comparatively slight increases have
occurred the past two years in the commercial acreage of truck crops for
shipment as contrasted with the heavy annual increases that took place
prior to 1930. The acreage of 21 of these market perishables (not including
potatoes, sweet potatoes or strawberries) expanded from a total of about
1,270,000 acres in 1929 to 1,415,000 in 1930 but then increased only to
1,450,000 in 1931 and to 1,470,000 acres the past season. Fairly large
quantities of some of these commercial crops were left in the field for lack
of a paying market. During the same period, the strawberry acreage
declined from 200,000 acres in 1929 to 176,000 in 1930, and to 152,000 in
1931 but advanced to 192,000 acres for the 1032 season. The acreage of
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truck crops utilized by commercial canning and packing establishments
have shown very sharp decreases in each of the past two years. The acreage
of nine important commodities in this class increased from about 1,100,000
acres in 1929 to 1,260,000 in 1930 and was then materially reduced, to
about 1,035,000 in 1931 and less than 740,000 in 1932.

— e

Foreign Crop Prospects.

The latest available information pertaining to cereal crops
in foreign countries, as reported by the Foreign Service of
the Bureau of Agricultural Economies to the United States
Department of Agriculture at Washington, and given out
on Dec. 15, is as follows:

Wheat and Rye.

The 1932 wheat production in 41 foreign countries has been reported at
2,979,416,000 bushels as compared with 2,808,262,000 bushels in the same
countries last year, when these countries represented about 75% of the
estimated world wheat crop exclusive of Russia and China. The pro-
duction in Canada has been officially estimated at 431,200,000 bushels
as compared with 304,144,000 bushels in 1931. Estimates received for
26 European countries total 1,495,333,000 bushels, which is 4% above the
1931 harvest. North African countries report an increase of 6%, while
five Asiatic countries report a decrease of 9%. Estimates of the produc-
tion in Russia are not available for either this year or last year. The
official estimates of tne 1932 rye production in 23 European countries total
933,446,000 bushels as compared with 768,389,000 pushels in the same
countries last year and 912,921,000 bushels in 1930-1931. Germany and
Poland, which together produce more than half the European rye crop,
exclusive of Russia, report increases of 25 and 129, respectively, over the
small crops harvested last year.

Preliminary forecasts of the wheat crop now being harvested in the
Southern Hemisphere indicate larger crops in the principal producing coun-
tries. The first official forecast of the Argentine production is 231,483,000
bushels, waich is 5% above the 1931-32 production of 219,698,000 bushels,
but is, however, 7% below the average production during the past five
years. A preliminary forecast of tne Australian crop which was received in
October placed the crop at 200,000,000 bushels. Later unofficial reports
indicate a crop of about 210,000,000 bushels.

Feed Grains.

The 1932 production of the feed grains in Europe is also larger than last
year. The oats production as now reported is 9% above the 1931 harvest
while barley and corn are each 17% above last year. North Africa, how-
ever, reports a small decrease in the production of each of the three grains.
Argentina reports tne largest barley and oats crop on record in that country.

GRAINS—PRODUCTION, 1929-30 TO 1932-33.

Crop and Country.(a) 1930-31.
1,000
Bushels.
858,160
420,672
11,446

1,290,278
1,358,802
103,939
537,774

3,200,883
467,069

1931-32.

1929-30.

1,000
Bushels.
812,573
304,520
11,333

1,128,426
1,446,314
122,643
476,300

3,173,683
322,990

3,496,673| 3,757,952
3,561,000/ 3,812,000

45,379
22,018

1932-33.

1,000
Bushels.
900,219
304,144
16,226

1,220,589
1,431,255
115,496
510,603

3,377,943
430,538

1,000
Bushels.
726,831
431,200
8,921

1,166,952
1,495,333
122,280
463,387

3,247,952
458,295

3,706,247

Wheat—
United States

Total Northern Hemisphere (39).._
Southern Hemisphere (3)

Total countries (42)
Est. world total excl. Russia & China,..

Rye—
United States

3,808,481
3,772,000

32,026 39,855
5,322 9,937
912,921 768,380 033,446

080,318 805,737| 983,238
4,129 9,744 11,810

084,447 815,481] 995,048
1,012,000| 840,000

304,601 198,389
135,160 67,383

439,761 265,772
637,183
104,667
135,088 132,573

1,367,290| 1,140,195
14,000 22,124

Europe (23)

Total Northern Hemisphere (25).._| 977,215
Argentina 4,401

Total countries (26)
Est. world total excl. Russia & China.
Barley—
United Btated.cce-ace-aeooo . L.
Canada

981,616
1,010,000

280,242
102,313

382,665

209,950
82,981

382,031
743,631

95,631
134,733

1,356,026
32.150

1,389,076

142,376

1,402,442
16,131

1,418,573

Total Northern Hemisphere (34)___
Argentina.

Total countries (85).....________
‘Est, world total excl, Russia & China_| 1,754,000

ats—
United States 1,118,414
& 300,616
1,418,930| 1,727,359
1,867,161| 1,531,558
21,643 20,085
o

1,381,290
1,687,000

1,277,764
449,595

1,162,319,
1,484,000

1,117,970
348,705

1,466,765
1,637,361
12,146
711

1,242 437
419,556

1,661,993
1,676,666
11,650
936

Africa (3)-
Asla (1)

Total Northern Hemisphere (30).__
Argentina

3,351,245
86,117

3,437,362

3,308,452

3,280,749| 3,016,983
68,293 28

60,983 69,280

3,376,745| 3,341,732| 3,056,263
3,646,000| 3,692,000| 3,311,000

2,060,185| 2,567.306
5,826 0

Total countries (31)w...________
Est. world total exci. Russla & China.
Corn—
United States
Canada

2,535,386
5,183

2,908,045
5,231

2,066,011
584,854
77.605
62,5564

3,364,272| 2,791,024] 3,328,439

3,620,0001 3,059,000! 3,625,000
a Figures In purenthesis indicate the number of countries included.

2,672,755
605,547

2,913,276
708,407
81,681
55,896

3,759,260

2,540,569
682,657
77,832
63,314

Total Northern Hemisphere (20).. .
Est, Northern Hemisphere total excl.
Russla and China

Argentina’s Crop Estimates Indicate Big Grain Yields.

The Bureau of Rural Statistics published on Dec. 10
its first official estimate of this year's crops as follows:

‘Wheat, 231,021,000 bushels;

Flaxseed, 53,150,000 bushels;

Oats, 86,117,000 bushels, and

_Barley, 82,150,000 bushels,
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We quote from a Buenos Aires account Dec. 10 to the
New York “Times’’ which added:

The wheat yield is estimated at 5,548,170 bushels more than that of
last year. The oats, barley and rye crops are the largest in the history
of Argentina.

The wheat yield per acre is considerably lower than that of previous
years, as the area under cultivation was 2,525,000 acres greater than in
1931. The estimated flaxseed crop is 3,231,000 bushels less than that of
last year, due mostly to damage by locusts.

_————

Dissatisfied Farmers in Argentine to Demand Con-
gressional Relief—Moratorium on Foreign Debt
and Decrease in Interest Rates on Farm Credits
Called for by Argentine Agrarian Federation.

A cablegram Dec. 10 from Buenos Aires to the New York
“Times’’ stated that the Argentine Agrarian Federation
was preparing for 100,000 dissatisfied farmers to march to
Buenos Aires to demand Congressional relief, including a
moratorium on the foreign debt, to enable the money to be
put to use at home, and a decrease of 50% in the interest
rates on farm credits. The account went on to say:

The President and other officers of the Federation left Rosario
night to tour the Province of Santa Fe and other parts of the cereal bely
to enlist farmers for what is planned to be the largest civilian demonstration
in the country's history.

The Federation's plans are the outcome of a deluge of protests from
farmers demanding that the Federation, as the farmers’ chief represen-
tative organization, undertake plans for concerted action to bring the
situation of the farmers before the public.

Tne Federation’s leaders say the farmers will be unable in three years
to replace machinery and purchase tools worn out this year, and without
proper preparation of the soil and unable to purchase selected seed they
see no chance of bettering their situation from new crops. There is a
widespread movement among the farmers to declare a rent strike as well
as a tax strike until rents are lowered and until their situation is improved
by better prices and emergency relief laws.

The Federation's officers believe the presence of 100,000 disgruntled
farmers on the streets of Buenos Aires would bring the matter to the at-
tention of Government officials and members of Congress better than
any other demonstration.

The farmers' situation is not so bad that they will be forced to walk
to Buenos Aires. They plan to come on trains and in autos, arriving at
about-the same time.

e
Europe’s Wheat Harvest May Be 77,000,000 Bushels
Above 1931.

The following from Rome (Italy) Dec. 9 is from the
New York “Times’’:

This year's wheat production in Europe, according to the latest sta-
tistics, has reached 412,000,000 quintals of three and two-thirds bushels.
The figure compares with 391,000,000 in 1931, witn 371,000,000 in 1930
and with 395,000,000 in 1929.

It foreshadows smaller need by Europe of wheat imports from America
and Australia, and nence an increase in the existing stocks of those countries.
This contraction is somewhat modified, however, by the fact that the
amount estimated as exportable from the new European crop is now fixed
at 340,000,000 quintals, as against the 351,000,000 hitherto anticipated.

—_——

Cocoa Traded on New York Cocoa Exchange During
1932 Almost Equal to Total World Production.

Volume of cocoa trading on the New York Cocoa Exchange
in 1932 has been approximately equal to total world produe-
tion of that commodity, according to statistics compiled by
the Exchange, which also reports an important improvement
in volume of business over 1931 and 1930. In noting this
on Dec. 14, the Exchange also said:

The volume this year is only slightly under the record business of 1929.
From Jan. 1 1932 to Dec. 14 1932, the turnover on the New York Cocoa
Exchange was 450,240 tons compared with an estimated total world produc-
tion for the year of slightly less than 500,000 tons.

So far this year, 21 memberships have changed hands out of a total mem-
bership of 183. In almost all cases the change has peen from inactive mem-
oers to the hands of important commission houses and cocoa trade interests
in all parts of the world. In addition to various sections of tne United
States, members are now also located in England, France, Holland, Ven-
ezuela, Germany, British West Indies, Canada, Spain and Brazil.

—_—

Cocoa Sells on New York Cocoa Exchange for 3.63 Cents
a Pound—New All-Time Low Record.

New all-time record lows were created for cocoa in Fri-
day’s (Dec. 9) trading session on the New York Cocoa
Exchange. December deliveries sold at 3.53 cents a pound,
according to the weekly review of the Exchange which also
said:

Net losses for the week were 6 to 8 points. There was no outstanding
bearisn development to cause prices to decline, excepting the persistent
moderate liquidation on the part of tired longs. The unfavorable general

outside economic conditions curtailed any new buying movement from com-
mission houses.

New York warehouse stocks were 669,820 bags at the end of the week, an
increase of about 6,000 bags. On Friday there were 143,000 bags of cocoa
afloat to the United States from producing countries compared with 200,000
wags a week ago.

—eeee e
Census Report on Cotton Consumed in November
Larger.

Under date of Nov. 14 1932, the Census Bureau issued its
report showing cotton consumed in the United States,
cotton on hand, active cotton spindles and imports and
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exports of cotton for the month of November 1932 and 1931.
Cotton consumed amounted to 503,722 bales of lint and
52,325 bales of linters, compared with 502,244 bales of lint
and 57,955 bales of linters in October 1932, and 425,228
bales of lint and 53,967 bales of linters in November 1931.
It will be seen that there is an increase over November 1931,
in the total lint and linters combined, of 76,852 bales, or

17.019%. The following is the official statement:
NOVEMBER REPORT OF COTTON CONSUMED, ON HAND, IMPORTED
AND EXPORTED, AND ACTIVE COTTON SPINDLES,
(Cotton In running bales, counting round as half bales, except foreign, which is in
500-pound bales.)

Cotton on Hand
November 30—

In con- (In Pudlic
suming | Storage
Ending |Establish-|& at Com-
Nov. | Nov. 30. | ments. | presses.
(bales) | (bales) (bales) (bales)

1932|503,722|1,900,222(1,456,913|10677362 [24,349,506
1931(425,228/1,775,616(1,446,941/10704371 |24,870,182

1932421,499|1,582,207|1,187,864/102478 39/17,016,718
1 355,347(1,452,787(1,158,419/103229 70|16,967,916
67,913| 264,305| 224,256 224,201| 6,636,598
56,106| 259,943 237,767 6,909,376
14,310| 53,710 44,793 696,190
13,775| 62,886 50,755 992,890

7,908 28,460
6,609 15,119
3,771 o 3,723
3,433 7,148
2,061 10,261
1,042 12,413

52,325 64,096
53,967 43,229

Cotion Consumed
During—

Four
Months

Cotton
Spindles
Active
During

Nov.
(Number)

Cotton-growing States....
New England States
All other States

Included Adove—
Egyptian cotton.

Other forelgn cotton.
Amer.-Egyptian cotton...

230,510
28,154

5,296

219,208
242,358

1932
1931

278,454
222,430

Imports of Foreign Cotton (500-1b. Bales).
4 Mos. End. Nov. 30.
1932. 1931.

November.
1932. 1931.
5,044
859

5,907
1562

147
21,284

8,074 5,08 27,173

Ezports of Domestic Cotton Ezcluding Linters
(Running Bales—See Note for Linters).

4 Mos. End. Nov. 30.
1932. 1931,

540,213 424,700
412,208
277,310
783,637
117,119

November.
1932. 1931.

176,623 220,185
118,318

70,317
19,799 37,699 41,411

1,012,411' 1,070,643! 3,206,253' 2,854,045

Note.—Linters exported, not Included above, were 7,057 bales during November
in 1932 and 10,358 bales In 1931; 52,164 bales for the four months ending Nov. 30
in 1932 and 29,462 bales In 1931. The distribution for November 1932 follows:
United Kingdom, 1,012; Netherlands, 466; Belgium, 882; France, 1,272; Germany,
2,313 Italy, 500; Canada, 585; Panama, 27

WORLD STATISTICS.

The world's production of commereial cotton, exclusive of linters, grown n 1931,
as compiled from various sources was 26,329,000 bales, counting American In
running bales and forelgn In bales of 478 pounds lint, while the consumption of cotton
(exclusive of linters in the United States) for the year ending July 31 1932, was
approximately 22,896,000 bales. The total number of spinning cotton spindles,
both active and idle is about 161,000,000.

———

Maximum Limit of Interest on Future Contracts Set at

1,000,000 Bales by New York Cotton Exchange for
Delivery from December 1932 to November 1933.

The Board of Managers of the New York Cotton Exchange
voted on Dec. 9 to set the maximum limit of interest by
any member, firm or corporation, and his or its affiliations,
at 1,000,000 bales for delivery in December 1932, and in all
months up to and including November 1933.

This compares with 1,000,000 bales set by the Exchange
on Nov. 14 for delivery in November 1932 and in all months
up to and including October 1933, as noted in our issue of
Nov. 19, page 3432.

——

Price Relationships Between American and Indian
Cotton Continue Favorable.

Price relationships between American and Indian cottons
continue favorable to a large proportionate use of American
cotton in those countries abroad where the two cottons
compete, but they are not quite as favorable as some months
ago, according to the New York Cotton Exchange Service.
In the spot market at Liverpool, fine Oomra Indian is selling
for 88.9% of the price of middling American, or about the
same as during the past three months. The Exchange

Service on Dec. 12 added:

Last January, owing to the very short supplies of Indian as compared
with the large supplies of American, Indian cotton sold at 98.7% of Ameri-
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can, or almost even. The average percentage relationship during the past
five seasons has been 77.9, ranging from a low of 58.2 at the end of July in
1930 to the high of 98.7 just indicated. A comparison of low middling
American in Southern markets in the United States with Oomra at Bombay
tells practically the same story as the Liverpool comparison, except that it
shows a tendency in recent weeks for Indian cotton to decline relative to
American. This development may be attributable to the new Indian crop
movement,
—_—————

Census Report on Cottonseed Oil Production
During November.

On Dec. 13 the Bureau of the Census issued the following
statement showing cottonseed received, crushed and on
hand, and cottonseed products manufactured, shipped out,
on hand and exported for four months ended Nov. 30 1932:

COTTONSEED RECEIVED, CRUSHED AND ON HAND (TONS).

Crushed
Aug. 1 to Nov. 30.

1932. 1031.

132,184
20,2z

On Hand at Mills
Nov. 30.

1931.
79,197

Recetved at Mills*
Aug. 1to Nov. 30.

1932. 1931.

169,319 247,035
22,185

1932.

168,507

714,510
47,461 57,833| 28,095 28,334 29,550

United States 3,239,30113,809,72012,106,47312,246,497!1,432,94211,583,507
* Includes seed destroyed at mills but not 300,024 tons and 24,784 tons on hand
Aug. 1 nor 22,636 tons and 11,603 tons reshipped for 1932 and 1931, respectively.

COTTONSEED PRODUCTS MANUFACTURED, SHIPPED OUT,
AND ON HAND.

Produced
Aug, 110
Nov. 30.

1932-33| *20,523,581| 645,924,899
1931-32 8,086,071 695,504,171
1932-33| a628,420,148| 472,409,924
277,836,530| 512,191,001 346,806,880
114,656 949,336 367,661
1,005,864 167,880
595,513 261,472
627,125 206,583
331,734 278,611
352,241 281,486
8,129

8,423

1931-32 12,866 7,053 9,377
1932-33 15,250 10,911 9,490 16,671
1931-32 12,4756 10,542 5,853 17,164

* Includes 4,182,006 and 12,703,823 pounds held by refining and manufacturing
establishments and 7,235,770 and 42,006,244 pounds in transit to refiners and con-
sumers Aug. 1 1932 and Nov. 30 1932, respectively.

a Includes 4,652,177 and 4,924,378 pounds held by refiners, brokers, agents and
warehousemen at places other than refineries and f: ring establish t;
and 5,598,601 and 12,440,194 pounds In transit to manufacturers of lard substitute,
oleomargarine, soap, &e., Aug. 1 1932 and Nov. 30 1932, respectively.

b Produced from 511,347,361 pounds of crude oil.

EXPORTS OF COTTONSEED PROD:ECTS FOR THREE MONTHS ENDED
n OCT. 31.

Shipped Out
Aug. 11to On Hand
Noo. 30. Nov. 30.

570,995,057| *147,745,714
612,097,423 144,127,682
a670,557,712

On Hand
Aug. 1.

Item, Season.

Crude oll, Ibs. ..

Refined oll, 1bs.

Cake and meal. .
tons

Grabbots, motes,
gol ., 500-1b.

Oll, refined, pounds
Cake and meal, tons of 2,000 pounds.
Linters, running bales

Petroleum and Its Products—Crude Price Schedules
Slashed as Market Follows Lead of Texas Co.—
Standard Interests Push Price Cuts Far Below
Former $1 Level—States’ Conservation Moves Face
Collapse as Industry Sees $300,000 Daily Decrease
in Revenue.

In one of the most sudden moves yet made in the present
turbulent ecrude petroleum situation, prices were slashed this
week first from 10 to 12¢. a barrel, thus rescinding advances
made by some companies on October 15, and then from 15
to 25¢. below the former levels, until the structure in Texas
and mid-continent is now far below the $1 top basis estab-
lished after continued and strenuous efforts on the part of
industry leaders and the officials of the states of Texas and
Oklahoma.

Just where the present status will lead the industry is hard
to determine at the moment, but authorities charged with
the enforcement of curtailment measures are reported as
dismayed first by court decisions hindering their enforcoment
procedure, and now by unmistakable signs of uncontrolled
putput by rebellious producers who will thus seek to make
up for the loss in revenue occasioned by the lower price
levels. It is estimated that the new price schedules indicate
a loss of $300,000 daily in revenue for mid-continent and
Texas producers, based on the prevailing pro rata production
schedules.

This week’s price slashing culminated a peculiar situation
which has obtained through the past two months. On Oec-
tober 15 several major and many minor companies instituted
price advances of from 10 to 12c. a barrel. However, this
advance was refused by the powerful purchasing interests of
the Standard of Indiana and Standard of New Jersey, who
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held to the $1 top scale then prevailing. Statements sub-
sequently issued by these companies insisted that such an
advance was not substantiated by the facts, and that the
prices prevailing for refined products did not even warrant
the then prevailing scale. One by one the companies which
posted the October 15 increase have rescinded the advance,
and this week when the great Texas Co. also went back to
the October 15 posting, the Standard of New Jersey interests
went considerably farther and posted cuts of from 15 to 25¢.
below the $1 level, to which the other companies had just
returned.

The definite break came on Wednesday, December 14,
when the Texas Co. withdrew its posted prices and issued
new ones 10 to 12c. lower. The East Texas Refining Co.
and Shell Petroleum followed the same action. Then came
the action which created a storm throughout the producing
centers. Carter Oil and Humble Oil, Standard buying sub-
sidiaries, responded with a drastic cut to a new top of 77c.
for Oklahoma and Kansas crude, and 75c¢. top in East
Texas, with lowest grade posted at 45¢. The Sinclair-Prairie
Oil & Refining Co., purchasing subsidiary for Consolidated
Oil, then dropped its top price 35¢. a barrel to meet Carter’s
postings.

C. R. Homes, President of the Texas Co., in announcing
the first cuts on Wednesday, stated: ‘“At the present time
more than half of the erude production in that general mid-
continent territory comprising the states of Texas, Louisiana,
New Mexico, Oklahoma, Kansas, is being run at materially
less than our posted prices. In this section the Texas Co.
is purchasing an average of about 72,000 barrels per day and
producing 57,000 barrels although its own wells could readily
produce two or three times its entire crude requirements.
This condition, together with the disregard on the part of
some for state commissions’ allowables, the readiness with
which injunctions are sought and allowed against commis-
sions’ orders, and the failure on the part of a great many of
the states to enforce gasoline tax collections from all alike,
brings about a market condition that makes it unwise for
this company to continue buying at its present posted
prices.”

The Sinclair Refining Co.’s comment on the cuts reflected
the attitude of Harry Sinclair, who sometime ago insisted
that the maintenance of higher postings for crude was
imperative if the industry was to continue its strong strides
toward recovery. The new statement, in part, follows:
“The drastically lower levels may be expected to lead to
the establishment within a short time of prices far below
former schedules. Sinclair will necessarily but very re-
luctantly follow this downward movement, believing that
it will retard general recovery, especially in those States
which depend very largely upon crude oil for their revenue.
Selling below cost of production is the greatest evil that oil
producers as well as the farmer and every basic industry
must overcome if prosperity is to be restored. Following
the crude oil market chaos of 1931, stability was gradually
restored and in April of this year dollar oil was brought about.
The industry, aided by trade commissions pursued a policy
of restraint and it seemed probable that the industry might
have the privilege of leading the way out of the depression.
Early in October, however, reports multiplied of the inten-
tion of certain purchasers to reduce the price of crude.
State authorities and other members of the industry acted
promptly further to curtail production, and on Oct. 15 g
large majority of the larger and smaller oil companies
advanced prices 10¢. and 12¢. a barrel on the sound theory
that if producers were to be progressively cut back they
should be compensated by higher prices. For the past two
months the greater part of the industry, aided by the
authorities of the principal producing States have bent every
effort toward maintaining the advanced price. With the
purpose not only of fairly compensating producers of oil,
but also to afford a sound basis for product prices. These
efforts have been defeated by the unwillingness of some
elements in the industry to advance or even maintain crude
prices.”

What action, if any, will be taken by Governors Sterling
of Texas and Murray of Oklahoma is problematical. Con-
tinual discouragements have met their efforts to provide
petroleum with a sound produetion and marketing basis, as
certain producers fought every step initiated to control
production within bounds of demand, and thus maintain a
fair price. Court actions, deliberate and illegal violation of
production schedules, “bootleg” disposal of oil thus illegally
produced, and how this collapse of the price structure, may
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lead the State’s officials to the point where they will simply
relinquish all efforts to aid the industry, and let it handle its
own destiny through its apparently self-chosen weaponsTof
over-production and lowering prices.

The price changes follow:

Dec. 15.—The Texas Co. posts new price schedule for Texas crude,
ranging from 70c. a barrel for 30 gravity and below with an increase of
3c. for each higher degree of gravity to $1 for 40 degrees and above.

Dec. 15.—Carter Oil Co. posts new crude prices ranging from 45¢c. a
barrel for 25 gravity crude and below with an increase of 2¢. for each
higher degree of gravity to a top price of 77c. for 40 degrees and above.

Dec. 15. Sinclair Refining Co. meets new postings of Carter Oil Co."”

Dec. 15 Humble Oil & Refining Co., subsidiary of Standard of New
Jersey, reduces crude quotations from 15c. to 25c. a barrel with top price
for East Texas at 75¢ a barrel, as against previous posting of 98¢.; West
Texas crude reduced 15¢c. to new price of 50c¢.; other reductions are; Refugio
heavy crude, 15c¢. off to 65c¢. a barrel; Salt Flat, 15¢. off to 60c.; Darst Oreek';
15c¢. off to 60c.; Mirando crude, 25c. off to 55¢c.; Pettus crude, 20c. off to
80c. Other Humble postings follow; North Texas, Ranger, Mexia, Powell,
Richland, Wortham, Currie, and Moran crudes below 29 gravity at 53c.,
down 23c., with a 2c¢. differential for each degree up to and including 40
and above ; the latter was posted at 77c., down 23c. Gray County crude,
34 gravity, posted at 56¢c., down 20c., with 2¢c. differential of gravity up
to and including 40 gravity and above; the latter was posted at 68c., down
20c. Carson-Hutchinson crude below 31 gravity was posted at 51c., down
15¢., with a 2c¢. differential up to and including 40 gravity and above, which
was posted at 63c., down 15c. West Texas, including Crane, Upton,
Crockett, Ector, Howard, Glasscock, Pecos, Winkler counties, Texas, and
Lea County, New Mexico, posted a flat price of 50c., down 15¢. Conroe
below 35 gravity posted at 80c., with a 2c. differential for each degree up
to and including 40 gravity and above; the latter was posted at 90c., down
10c. Gulf Coast crudes, formerly carried from below 25 gravity to 40 and
above, were changed to 58c., down 27c., for below 30 gravity, with a 2c.
differential for each degree up to and including 34 gravity and above; the
latter was posted at 88c., the former top was 40 and above at $1.

Dec. 15. Shell Petroleum reduces crude prices 12c. in Oklahoma and
Kansas, meeting new postings of Stanolind Crude Oil Purchasing] Co.,
subsidiary of Standard of Indiana, whose quotations range from 76c. a
barrel for below 29 gravity, with a 2c. differential to a top of $1}for 40
gravity and above. In East Texas the company reduces its price 12¢. to
98c. a parrel. Shell for West Texas crude, including Howard, Glasscock,
Winkler, Upton, Crane and Pecos, posted a reduction of 10c. to a price of
65¢c. Shell reduced price for shallow Yates crude 10c. to new price of 55¢.
a barrel. For Lea County, New Mexico, Shell is posting 65¢., a reduction
of 10c. Salt Flat crude was reduced 10c. to new price of 75¢.

Prices of Typical Crudes per Barrel at Wells.
(All gravities where A. P. 1. degrees are not shown.)
$1.72  Eldorado, Ark., 40.
-85 | Rusk, Tex., 40 &nd OVer-.eeeeeo..
1.10  Salt Creek, Wyo., 40 and over.
1.05 | Darst Creek.
| Midland Dist., Mich
.77-1.00 | Sunburst, Mont.. ..
.63 | Bante Fe Springs, C:

$0.75
a7

Western Kentucky
Mlid-Continent, Okla.,

Hutchinson, Tex., 40 and over

Spindletop, Tex., 40 and over
Winkler, Tex

REFINED PRODUCTS—ENTIRE LIST WEAKENS AS RESULT OF
CRUDE PRICE SLASHING—GASOLINE CONSUMPTION
DROPS WITH PRICES EASY—KEROSENE FAIR—FUEL
OILS SLOW,

The price structure of the entire list of refined produects
showed a general tendency toward weakness yesterday,
Friday, as a direct result of the slashing of crude oil prices in
mid-continent and Texas fields. The uncertainty as to the
price strength in the crude market has been a detrimental
influence for several months, and now that the feared re-
ductions have not only been made, but have gone below all
anticipation, refined markets in the Chicago and east coast
territories are feeling the consequence.

Coupled with this unexpected price development is the
seasonal decline in consumption. At this particular time all
the reserve strength possible is needed to bolster the price
structure through the slow winter months. Now this re-
serve has been swept away in its entirety.

Grade C bunker fuel oil has been held firmly to its 75e¢.
posting here, but market men believe that further main-
tenance at this level will be impossible, and a 10c. cut is
being talked of. Diesel is apparently holding fairly steady
at $1.65. The seasonal increase in demand for kerosene may
do much to forestall a drop in prices at this time, it is de-
clared, but at the same time it would be difficult to put
through an advance, such as might be expected at this
season.

Tank car demand for gasoline has been slowing during the
past ten days, and it is generally believed that .. downward
revision of the entire price list for all grades of gasoline will
ensue shortly. With this in mind, buyers are holding back
from any but imperative operations for spot needs. Heating
oils have been moving in greater volume, but stocks are
reported as large, and the developments in the fields do not
lend encouragement to any move to advance present quot-
ations.

The next week is expected to bring about interesting
developments in the local market, with a general revision of
prices downward.

Price changes of the past week follow:

Dec. 13.—All distributors reduce standard gasoline 1c. a gallon in Denver,
Col., bringing new price to 18c., including state and Federal taxes.
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Dec. 14.—Standard Oil Co. of Indiana advances tank-car price of naptha
and petroleum spirits 1c. a gallon.

Dec. 14.—Richfield Oil Co. of New York posts }4c. reduction in tank
car price on aviation gasoline, bringing new price to 12c. a gallon.

Gasoline, Service Station, Tax Included.
New York-oe-coeaa- $.165| Cleveland. - e coeoo $.185 | New Orleans........ $.128
=i's. .18 | Philadelphia .14
i le .135iSan Franclsco:
= s .18
- .195| Above 65 octane.
- .155 Premium....
.147 | 8t. Louls
Kerosene, 41-43 Water White, Tank Car Lots, F.O.B. Refinery.
Chlcago. - --- $.02%4-.03 14 | New Orleans, ex--.$0.03}4
LosAng., ex-. .04%-.08 |Tulsa --—---- .0414-.0334
Fuel Oil, F.O.B. Refinery or Terminal.

‘N.Y. (Bayonne)— | Callfornia 27 plus D | Guif Coast C $.60
ker C $.75-1.00| Chicago 18-22 50

Bun .75
Diesel 28-30 D l.65§ New Orleans C .60 | Philadelphia C 70
Gas Oil, F.0.B. Refinery or Terminal.
N. Y. (Bayonne)— Chicago— i’l‘ulsa ............. $.013%¢
28 plus G 0.-8.033%-.04| 32-36 G O-cucvu-- $.013%
AU. S. Gasoline, Motor (Above 65 Octane), Tank Car Lots, F.0.B. Refinery
N. Y. (Bayonne)— | N. Y. (Bayonne)— } Chicago------- $.04-.04%4
Standard Oll, N. J.— Pan-Am. Pet. Co. .06 |New Orleans, ex. .05-.05}¢
Motor, 60 oc- Shell Eastern Pet. .063{ | Arkansas._.... 04,
tane.....---$.06% | New York— Callfornia.
Motor, 65 oc- Colonial-Beacon.- . Los Angeles, ex. .
tane. .-~ o Crew Levick.-.-- . Gulf ports- -~ --- 05-.05%

Motor, standar z Texas. . 1y T e J
Guif. .-~ Pennsylvania...

Continental . 07
A Republic Oll.- -~ *,06%4
Warner-Quin. Co.

* Below 65 octane. z *‘Fire Chlef” .07.

T

Crude Oil Prices Reduced Over Large Area—Texas
Corporation Takes Initiative in Announcing
Changes—Other Companies Follow.

A reduction ranging from 4e. to 35¢. a barrel in its posted
prices of crude oil was announced on Dec. 14 by the Texas
Corporation in Texas, New Mexico, Oklahoma, Kansas,
Arkansas and Louisiana to become effective Dee. 15. This
reduction, the first important downward revision in prices
in these areas in more than a year, according to the New
York “Times” of Dec. 15, puts quotations generally below
those prevailing before Oct. 15, when virtually all purchasers
except the Standard Oil Companies of New Jersey and
Indiana increased prices 10 to 12¢c. a barrel. The “Times”

also reported in part as follows:

In the mid-continent area, which includes Oklahoma, Kansas and
North Texas, the new price of the Texas Co. is 70c. a barrel for 30 gravity
and below, with an increase of 3c. for each higher degree of gravity to
31 a barrel for 40 gravity and above. This is a cut ranging from 12 to
929¢. a barrel from its previous schedule and unchanged to 10c. a barrel
below the prices prevailing prior to the increase on Oct. 15.

In Bast Texas a flat price of 75¢. a barrel was announced, a cut of 35c.
a barrel below the level on Oct. 15 and of 23c. below the level prevailing
before that date. A flat price of 50c. was posted for West Texas, a reduc-
tion of 25c. a barrel, while Smackover crude oil in Arkansas was lowered
95¢. to 50c. a barrel. The new price for North Louisiana crude oil is
53c¢. for below 29 gravity with an increase of 2¢. for each higher degree of
gravity to 40 and above at 77c., a cut ranging from 27 to 35c¢. a barrel.

The Texas Co. posted the same price for oil produced in the new Conroe
field as for the Gulf Coast. Its schedule for these areas ranges from 80c.
for below 31 gravity with an increase of 3c¢. for each gravity, to 36 and then
2¢. for each gravity to a top of $1.06 for 40 gravity and above. This
represents a reduction of from 4 to 16c. in Gulf Coast prices. In the
Texas Panhandle, Gray County crude oil was posted at 62c. for below
36 gravity and 65c. for 36 gravity, with an increase of 2c¢. for each degree
1o a top of 73c. for 40 gravity and above, while for Carson and Hutchinson
Counties a price of 50c. for below 36 gravity and 60c¢. for 36 gravity, with
an increase of 2¢. for each degree to a top of 68c. for 40 gravity and above,
was announced.

In its edition of Dec. 16, the New York “Times” noted
that further reductions in erude oil prices in the greater
mid-continent are were announced on Dec. 15 by several
important purchasers, following the Texas Company’s
action. The Humble Oil and Refining Co., a subsidiary
of the Standard Oil Co. of New Jersey, virtually met the
Texas Corp.’s new schedule in Texas, while the Carter Oil
Co., a wholly-owned subsidiary of the New Jersey company,
reduced its quotations 23¢. a barrel in Oklahoma and Kansas
to substantially below the cut made by the Texas Co.
The Consolidated Oil Corp. announced that it would meet
the new schedule of the subsidiaries of the New Jersey
company in these areas. Continuing, the “Times’ reported
in part:

The new schedule of the Carter Oil Co. ranges from 45c. a barrel for
25 gravity crude oil and below with an increase of 2c. for each higher degree
-of gravity to 77c. a barrel for 40 gravity and above. The schedule of the
Texas Co. is 70c. a barrel for 30 gravity and below with an increase of 3c.
for each higher degree of gravity to $1 a barrel for 40 gravity and above.
The cut of the Carter company was 35¢. a barrel below the price established
by many purchasers other than itself on Oct. 15, while that of the Texas
Co. ranged from 12 to 22¢. a barrel lower.

The Shell Petroleum Corp., a subsidiary of the Shell Union Oil Corp.,
early Dec. 15 made a reduction in its posted crude oil prices which would
conform with those of the subsidiaries of the New Jersey company in the
greater mid-continent area, The announcement, however, was made
early in the day before the subsidiaries of the New Jersey company an-
nounced reductions in their posted prices. Whether the Shell will post
still lower prices was not disclosed.

In announcing its new schedule of prices, the Shell company stated that
the reductions were due to circumstances over which the company had
no control. Asserting that the schedule of prices posted by Shell on
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Oct. 15 “‘may not have been entirely justified by the economic position,"
the company added that at that time it ‘‘felt that the new schedule was in
the broader interest of the industry."

—_———

Crude Oil Output Off 3,700 Barrels in Week.

The daily average erude oil production in the United
States dropped 3,700 barrels a day during the week ended
Deec. 10, the daily rate for the week being 2,123,850 barrels,
compared with 2,127,550 barrels daily during the preceding
week., a daily average of 2,115,450 barrels for the four weeks
ended Dec. 1€, and with an average of 2,452,650 barrels
per day during the week ended Dec. 12 1931, the American
Potroleum Institute reported. Reductions of 16,400 barrels
a day in the output of coastal Texas and of 13,550 barrels
daily in east Texas were offset’ by inereased production of
28,450 barrels a day in Oklahoma.

Although refiners throughout the country maintained
operations at virtually the same level as the previous week
—56.6%, against 56.89%, of capacity—there was a small
reduction in total stocks of gasoline. Stoeks of motor
fuel at all points on Dec. 10 1932 were estimated by the
Institute at 49,528,000 barrels, compared with 49,720,000
barrels at the end of the previous week, a reduction of
192,000 barrels.

Reports received during the week ended Dec. 10 1932
from refining companies controlling 91.6% of the 3,856,300~
barrel estimated daily potential refining capacity of the
United States, indicate that 2,0)1,000 barrels of erude oil
daily were run to the stills operated by those companies,
and that they had in storage at refineries at the end of the
week 32,228,000 barrels of gasoline and 130,500,000 barrels
of gas and fuel oil. Gasoline at bulk terminals amounted
to 11,460,000 barrels and 1,270,000 barrels were in water-
borne transit in or between distriets. Cracked gasoline
production by companies owning 95.49, of the potential
charging capacity of all cracking units averaged 449,000
barrels daily during the week.

The report for the week ended Dec. 10 1932 follows in

detail:
DAILY AVERAGE PRODUCTION OF CRUDE OIL.

(Figures In Barrels of 42 Gallons.)

Average
Week 4 Weeks
Ended Ended

Dec. 3
1932.

367,80
95,450

Dec. 10
1032,

Oklahoma, 379,550
Kansas. . ...

Panhandle Texas.

Coastal Loulslana
Eastern (not Including Michigan)

Wyoming '
Montana 15,800
Colorado. ,61 2,950
New Mes 28,050 31,600 30,650
Callfornia. 476,000 | 469,000 | 471,000

2,123,850 '2,127,550 2,115,450 2,452,650

CRUDE RUNS TO STILLS, MOTOR FUEL STOCKS AND GAS AND FUEL
OIL STOCKS—WEEK ENDED DEC. 10 1932.

(Figures In Barrels of 42 Gallons Each.)

Datly Refining Capaclly
of Plants.

Crude Runs
to Stills.

a Motor
Fuel
Stocks.

Reporting. %
P 1al Datlly |Oper-
Rate. Total. %+ | Average.

East coast 644,700| 638,700( 99.1] 435,000
Appalachian.... 5, 95.0
Ind., I, Ky...| 43 424,000 97.5
Okla., Kan., Mo 390,000 84.9
Inland Texas... 177,700( 56.4
‘Texas Gulf_ ... 542,000 97.7
Loulsiana Gulf.. 07.3
North La.-Ark._._ 88.5
Rocky Mountaln 32;

11,939,000
1,755,000
6,465,000
4,659,000
1,358,000
5,815,000
1,225,000

g ‘ol "'263,000
32.000| 23.2| 1,068,000

408,000{ 47.1|14,981,000

464,000
99,531,000

Totals week:
Dee. 10 1932__|3,856,300|3,532,500| 91.6(2,001,000| 56.6(c40528 000) 130,500,000
Dec. 31932 .13.856.30013,532,500! 91.612,006,0001 56.8/49,720,0001131,986,000

a Below 1s set out an estimate of total motor fuel stocks on U. 8. Bureau of Mines
gasl.s for week of Dec. 10 1932, compared with certaln December 1931 Bureau

gures:
A. P. I. estimate B. of M. basis week Dec. 10 1032_b.._ ... ..-- 50,590,000 barrels
U. 8. B. of M. motor fuel stocks Dec. 1 1931 51,095,000 barrels
U. 8. B. of M. motor fuel stocks Dec. 31 1031 56,171,000 barrels

b Estimated to permit comparison with A. P. I. Economics reports, which Is of
Bureau of Mines basis.

¢ Includes 32.228.000 barrels at retineries, 11,460,000 at bulk terminals, 1,270,000
barrels In transit, and 4,570,000 barrels of other motor fuel stocks.

—_—————

Denver Gasoline Prices Lower—Reductions Made By
All Major Companies.

All major oil companies in Denver, Colo., announced a

reduetion of 1. a gallon for gasoline in that eity on Dec. 9,
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The Denver “Rocky Mountain News” of Dec. 10 reports
the new prices as follows: 15¢. a gallon for the cheap grade;
18c¢. for the regular and 2le. for the ethyl gasoline.
No reason was given for the reduction other than the
customary winter drop in gasoline prices.
—_——

Gasoline Price Reduced at Fall River, Mass.

A special dispateh from Fall River, Mass., to the Boston
“Herald” of Dec. 14, said that the price of gasoline there
dropped 1l4c. a gallon on Dec. 13, all the big companies
falling into line in an assault on the advantageous position
held by neighboring Rhode Island dealers, who have been
able to undersell local gas merchants for several years.
The dispatch also said:

The retail prices advertised Dec. 13 were 15¢c. for regular and 18c. for
premium gasoline.

The reason given for a cut in this territory is that dealers may be permitted

to compete with prices offered in Tiverton, just across the Rhode Island
line, where the state tax is lower than in Massachusetts.

—_——

Copper Fairly Steady Here Despite Drop in Foreign
Quotations—Lead Unchanged.

“Metal and Mineral Markets” in its issue of Dec. 15
says that the failure of copper producers to come to an
understanding on the curtailment program for next year
no doubt added to the confusion that exists over the future
course of the market. Business here was very quiet through-
out the week, but prices appeared to be fairly steady on the
5-cent Connecticut basis. Abroad, however, the market
moved downward, even though a fair volume of business
was booked almost daily. Demand for lead and zine in
the domestic trade remained quiet, with no change in
prices. Tin values again moved in sympathy with sterling
exchange; the net change in quotations was insignificant.
Silver was sensitive to the international debt tangle and
prices registered a decline for the period of about three-
eighths of a cent. The report goes on to say:

Copper Weakens Abroad.

The domestic copper market seemed to stand up well under the avalanche
of unfavorable news that was turned loose in the last week, for no selling
pressure developed so far as first hands were involved, and prices were
maintained on the 5-cent basis for prompt and first-quarter metal. The
steadiness here was regarded as evidence that domestic producers are
determined to apply some corrective measures to support prices. In
fact, further curtailment in production appears imminent, for it is known
that some producers are planning to restrict operations further, or perhaps
shut down completely. pending a return of better prices. In other words,
the domestic market, notwithstanding the extremely low prices now pre-
vailing, is a little better off under the circumstances than the foreign
market. On second-quarter business nothing under 5§ cents seemed
to be available.

Prices abroad eased off almost daily, some business passing as low as
4.80 cents, c.l.f. usual European ports. The low fizure, however, is not
quite down to the point reached last July, when the imposition of the
American tax had a most depressing influence on the market. European
consumers picked up quite a fair tonnage of copper in tne last week. In
several quarters this buying was interpreted as signifying that consumers
abroad are in need of the metal and are taking on material on the scale-
down. Others believe that European traders really look for a satisfactory
settlement of the production problem. Virtually no one expects pro-
ducers to step up output and engage in a fight to the finisn. A reduction
in the price, some say, is worth a ton of conversation.

The November statistics of the industry showed a reduction of slightly
more than 8,000 tons in total stocks of refined copper. This was caused
chiefly by a reduction in output of refined metal,

On the subject of the British Empire tariff on copper, a correspondent in
“The Economist,” London, writes: ‘‘As is well known, consumers have
been opposing the Empire preference on the grounds of insufficient quantity
and inferior quality, but it was understood, as far as electrolytic copper
was concerned, Canada was building up stocks in this country with a
view to satisfying the Government that imposition of the duty would be
plain sailing. Apparently, progress in this direction has not been very
rapid, for it became known this week (Dec. 3) that the date of application
for the tax on electrolytic had been deferred, rather indefinitely. . . . .
Consumers are naturally relieved that a further period of free entry has
been granted, but, failing some definite statement by the Government, the
position can hardly be called satisfactory. Metal Exchange interests are
also pleased that copper will remain on the free list, for taxation of imports
cuts rignt across present methods of dealing in futures.”

Moderate Demand for Lead.

Demand for lead during the last week was of moderate proportions,
holding at about the level established in the preceding seven-day period.
Prices were maintained at 3 cents," New York, the contract selling basis
of the American Smelting & Refining Co., and at 2.87}4 cents, St. Louis.
The bulk of the business was for prompt shipment. With the exception
of cable manufacturers, all of the major consuming interests acquired what
might be termed a fair tonnage, based on recent demand for the metal,

Consumers are apparently postponing the purchase of forward metal
as the end of the year approaches. This is disclosed by the total of about
4,500 tons of virgin lead that has been booked for January shipment.
Sales for December shipment total about 16,300 tons.

Zine Quiet But Steady.

Demand for zinc showed but little improvement in the last week, yet
prices were fairly well maintained in all directions. Sales reported covered
prompt and near-by shipment metal, all of which changed hands on the
basis of 3.125 cents per pound, St. Louis. With consumers not at all well
covered for first-quarter requirements, producers were inclined to offer
little metal pending a resumption of the buying movement. Statistically,
the domestic situation is expected to show no important change this month.

.
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Tin Quiet.
The unsettled status of international affairs during the last week fostered
a general lack of buying confidence on the part of consumers of tin. Sales
in the domestic market were few, and, in each instance, were limited to a
comparatively small tonnage. Prices fluctuated over a narrow range, being
affected principally by the movements of sterling exchange. Toward the
close of the week a rumor prevailed that a plan for further curtailment
by producers, to become effective next April, was being considered by the
several governments involved.
Chinese, 99% tin, prompt shipment, closed as follows: Dec. 8, 21.50
cents; Dec. 9, 21.40 cents; Dec. 10, 21.40 cents; Dec. 12, 21.55 cents;
Dec. 13, 21.45 cents; Dec. 14, 21.45 cents.

—_——

French Iron and Steel Strip Sales Cartel Dissolved.

The French sales comptoir for strip iron and steel has
been dissolved, it is made known in reports to the Com-
merce Department from Assistant Commercial Attache
W. L. Finger, Paris. The Department on Dec. 13 further
said:

One of the adherents to this ‘‘comptoir’’ or sales cartel had stipulated
that unless an international comptoir was formed by November 1 of this
year he would have the right to withdraw. Since no international arrange-
ment had been formed by this time the firm recently announced its with-
drawal.

It is not believed in French iron and steel circles that the comptoir has
been abandoned, the report stated. Action looking to reconstitution have
already been undertaken and the withdrawing company has agreed to
co-operate in its re-establishment.

The resistance of the Luxemberg group for the establishment of an
international comptoir for strips is reported to be overcome so that French
iron and steel interests soon hope to be able to establish the comptoir
of an international basis, the report stated.

et

Unfilled Steel Tonnage Shows Decrease—First Since
July.

The United States Steel Corp. reports that, on Nov. 30,
there were 1,968,301 tons of unfilled orders on the books of
its subsidiaries which is a decrease of 28,739 tons since
Oct. 31 and only 1,999 tons above the record low of last
July 31. At Oct. 31 the backlog was 1,997,040 tons while at
Nov. 30 a year ago the tonnage was 2,933,891 tons. Below
we show the monthly figures reported since 1927. Figures
for earlier dates appeared in ‘“Chronicle’’ of April 16 1927,
page 2215.

UNFILLED ORDERS OF SUBSIDIARIES OF U. S. STEEL CORPORATION.

End of

Month, 1928.

1932, ' 1931. ~ 1930. ‘ 1929.
4,468,710 | 4,109.487 |
4,479,748 | 4,144,341
4,570,653 | 4.410.718
4.354 4.427.763 |
5 4.304.167

January ...| 2.648.150 | 4,132,351
February ..| 2.545.629 | 3,965.194
2.472 413 | 3.995.330
2.326.926 | 3.807.720
2.177.162 | 3.620.452
2.034.768 | 3.479.323
1,986,302 | 3.404.816
1,968,595 | 3.160.457
1,985.000 | 3.144 833 |
1.997 040 | 3.119.432 |
1,068,301 | 2.933.801
| 2.735.353

Zust. - - -
September .
October.___
November .
Decerber...

3.751.030
3643 000
3,076,712

G a

043,506

P

Steel Output Declines to 16% —Industrial Activity
Slowing Down—Prices Unchanged.

With nearly all industrial activities except motor car

manufacture slowing down as the year-end approaches, busi-

ness in finished steel, pig iron and serap is undergoing further

contraction, reports the “Iron Age’’ of Dec. 15. Steel
ingot output, adds the “Age,’”” has declined to 159 for
the entire country against 16% last week, and the rate prob-
ably will drop lower next week, while in the period from
Christmas to New Year’s there will be almost complete cessa-
tion of production at many steel plants. The “Age” con-
tinues:

Only at Oleveland has there been a gain in steel output this week. One
plant there which has an accumulation of automobile orders has added an
open-hearth furnace, bringing the local rate up to 29% from 26% a week
ago. The Chicago district has fallen slightly below 10%, and there have
been declines in the Valleys and at Wheeling, while the Pittsburgh rate is
unchanged at 15%.

In the final week of the year the steel industry may drop below the pre-
vious low point of the depression—about 12% at the beginning of last July.
Year-end curtailment will, in fact, begin next week, when one tin plate mill
will suspend and another will sharply reduce production, which will affect
raw steel output in districts where tin plate is a major item of manufacture.

Although tin plate rollings are at 45% this week, this rate cannot be
maintained during the remainder of the month because of the slowness of
can manufactures in signing 1933 contracts and specifying their January
requirements,

This waiting policy extends to nearly all consumers and distributers of
steel, few of whom are willing to enter into commitments for the first
quarter, presumably because of the uncertain pusiness outlook and the
fact that nearly all current steel prices are being continued into the new year,
Leading makers of bars, shapes and plates have announced that first quarter
quotations will be unchanged at 1.60c. a lb., Pittsburgh, which completes
the price schedules for the next three months, The only important change
is an advance of $2 a ton on No. 24 gage hot-rolled annealed shects.

The automobile industry presents a contrast to the hesitation prevalent
in other lines. Motor car manufacture has been expanded in the past week
and now is more active than at any time since July. A few plants that
have been idle for months have resumed production. Chevrolet is eading
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the field in carassemblies, having 30.000 men at work with 18,000 additional
engaged in building Chevrolet bodies in the Fisher plants. It will complete
55,000 cars in December and plans to build 65.000 in January, and may
release steel orders this week for next month's requirements. The Chrysler
Corp. has also put out first quarter steel inquiries and will but before the end
of the month. The Ford company has placed only a few small orders, but
may buy several thousand tons this week. Machine tool purchases at
Detroit have been the largest in months. Further purchases in the next
month or two may total $400.000, with a like amount to be expended for
Jigs, fixtures and special attachments.

Prospects for a renewal of railroad buying are complicated by the insist-
ence of the carriers on an extension of the emergency freight surcharges and
wage reductions, and until these matters are settled there will be little in-
clination among the carriers to undertake major buying programs. Except
for a few smail rail releases, including one of 2,500 tons from the lilinois
Central, railroad orders are meager. Unless steel companies can see a
larger volume of railroad buying early next year, they may oppose the con-
tinuance of the freight surcharges. Without a substantial gain in business,
steel producers must effect further economies, among which another wage
reduction for steel workers will undoubtedly receive serious consideration.

A bunching of awards for Federal building projects brought the week's
fabricated structural steel contracts to 35,600 tons, the largest in many
weeks, and new projects also come to a high total at 40.000 tons. The
largest lettings were 11.200 tons for the Cleveland Post Office, 7.500 tons
for the Archives Building. Washington, and 6.550 tons for the Philadelphia
Customs House. Outstanding jobs on which bids are to be taken are
anchorages for the Trans-Bay oridge, San Francisco. calling for 11.000
tons, and the Federal Court House, New York. requiring 9.000 tons.
Private work in the offices of architects and engineers is reported to be in
larger volume.

Pig iron production, as well as steel operations, will undergo vear-end
curtailment. Three Alabama furnaces. two Woodward and one Republic,
are being put our this week. reducing the active stacks in that district from
five to two. Pig iron trade in all centres is extremely dull both for prompt
and first quarter delivery.

THE “IRON AGE" COMPOSITE PRICES.

Finished Steel.
Dec. 13 1932, 1.948¢c. a Lb. Based on steel bars, beams, tank plates
One week aw 5 ol wire, ralls, black pipe and sheets
One month ago These products make 85% of the
(017768 £ U V{1 oo e e 1.989¢. United States output.
Hioh, Low.
. Oct. 1.926¢. Feb.
Jan. 13 1.945¢. Dee. 29
Jan. 7 2.018¢. Deec. 9
Apr. 2.283¢. Oct. 29
P Dee. 1 2.217e. July 17
-2 Jan. 2.212¢. Nov. 1

Pig Iron.
Dee. 13 1932, $13.56 a Gross Ton. [Based on averagze of basle iron at Valley
One week azo. $13.56{ furnace foundry Irons at Chlcaco,
One month ago, 5¢ Philadelphia, Buffalo, Valley and Bir-
One year ago.-- .79 mingham,
High.
Jan. 6
Jan. 6
Jan. 7
May 14
Nov. 27
Jan. 4
Steel Scrap
Deec. 13 1932, $6.92 a Gross Ton. Based on No. 1 heavy melting steel
One week ago. ... $6.92! quotations at Pittsburgh, Phlladelphia
One month ago
One year ago

Low.
Dec.
Deo.
Dec.
Dec.
July
Nov.

Low.

$6.42 July &

7.62 Deo. 29

Dec. 9

Dec. 3

July 2

Jan, 11 Nov. 22

Structural steel buying' that has been exceeded in only
one week this year, first releases by Ford for new models, and
resumption of a rail mill in the Pittsburgh district some-
what relieve a further decline in steel production to 15%,
according to “Steel’” of Cleveland, in its review of iron and

steel conditions on Dee. 12. “‘Steel’” adds:

Including Federal projects at Philadelphia, Norfolk, Va., and Cleveland,
the week's structural awards reached 34.547 tons. Pending work, also
chiefly of a public nature, is heavier.

A Detroit mill is the beneficiary of the first Ford commitment for steel
for the new line, and there are indications that Ford shortly will be more
heavily in the market. Some parts business has been distributed, and in
late December and early January increased activity at Fordson may
temper a seasonal decline by other manufacturers, excepting Chevrolet.

About Dec. 15 the Edgar Thomson rail mill of the Carnegie Steel Co.
will be reopened, which is encouraging because it was expected that a
10-day run in November would be the last this year. In the West, the
Santa Fe authorization of 26.484 tons is the largest prospective rail business
since the price was reducged $3.

While producers are reconciled to a descent into the year-end valley. the
falling away from the November peak of the fall rise has proved more
rapid than many expected. Since mid-November, operations have gone
from 21% to 15%. In the same period of 1931, the decline was from 31%
t0 25% %.

The low of 1932 in steel operations, and for that matter of the entire
depression. was 12% in the July 4 week. Itis now evident that the industry
will sink practically that low over the Christmas and New Year holidays.
Some fears are expressed that the usual January rise may be handicapped
by the absence of rail tonnage, which may be withheld until the railroad
wage matter is adjusted.

With books officially opened for first quarter on plates, shapes and bars
unchanged at 1.60c., Pittsburgh, steel prices have generally been extended.
Weakness in plates in the East and in structural shapes in all districts has
not affected official levels. Semi-finished quotations have been renewed.
A new list, effective Dec. 1, on small carriage and machine bolts is a re-
duction of 12 to 15%. Shading of reinforcing bars at Pittsburgh is being
reflected in quotations.

Excepting structural awards, steel orders the past week have been in
small lots. An eastern Pennsylvania mill has booked 1.150 tons of plates
for a pipeline for Washington. Preliminary survey is being made on a
150-mile water line from Lake Superior to Minneapolis. A West Virginia
interest requires 2,500 tons of plates for the construction of 12 barges for
stock.

Piz iron and other raw materials display the same listlessness as finished
products, for oue reason because cousumers are reducing inventories for
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tax and inventory purposes, In New England, Dutch iron continues to
vex. Foundry iron is 25 cents easier in eastern Pennsylvania.

Iron and steel scrap prices are off in all districts, with current levels
attractive to consumers but rigid policies against further expenditures this
year a barrier to trading. Reflecting further declines, the steelworks scrap
composite of ‘‘Steel™ is down 21 cents, to $6.50.

Other composites of *'Steel” are unchanged, iron and steel at $28.91 and
finished steel at $46.70.

Steel ingot produection in the week ended Monday (Dec.12)
is placed at 154 % of theoretical capacity, according to the
“Wall Street Journal’’ of Dec. 14, which also states as follows:

This compares with a shade under 17% in the preceding week and a little
over 169 two weeks ago. U. S. Steel is down only a fraction to 15% %,
against 16% in the two previous weeks. Independents are credited with
a rate of 15% %, compared with 174 % in the week before and 164 % two
weeks agn.

In this week last year the average dropped 1% % to a shade below 25%.
U 8. Steel was off 19 to 26% and independents dropped 2% to about
249, In the 1930 week the industry lost only a fraction to 38%, with
U. 8. Steel up fractionally to 44% and independents down about 1% to
33% For the corresponding week of 1929 the average was unchanged
at 63%%. U. 8. Steel showing a loss of 1% to 649%,, while independents rose
about 1% to berter than 63% and in the like week of 1928 the industry
declined nearly 2% to 80% U. 8. Steel showing a loss of a good fractoin
to 829%, while independents dropped more than 3% to 79%.

e

Daily Average Production of Bituminous Coal Decreased
During the Week Ended Dec. 3 1932—Anthracite
Output Higher.

According to the United States Bureau of Mines, Depart-
ment of Commerce, the output of bituminous coal during the
week ended Dee. 3 1932 was estimated at 6,700,000 net
tons, as compared with 6,525,000 tons during the previous
week and 7,226,000 tons during the eorresponding period in
1931. Anthracite production was estimated at 1,246,000 net
tons as againsk 976,200 tons during the week ended Nov. 26
1932 and 1,243,000 tons during the week ended Deec. 5 1931.

During the ealendar year to Deec. 3 1932 there were pro-
duced 277,380,009 net tons of bituminous coal and 44,833,000
tons of anthracite as ecompared with 352,009,009 tons of
bituminous coal and 55,919,000 tons of anthracite during the
calendar year ended Dec. 5 1931. The Bureau’s statement
follows:

From 6.525.000 tons in the week of the Thanksziving Day holiday the
total production of bituminous coal increased to 6.700.000 tons in the week
ended Dec. 3 1932. The average production per working day, however,
declined from 1.305.000 tons to 1,116,000. A decrease is also shown in
comparison with the week of Dec. 5 1931, in which the total output was
7.226.000 tos.

Production of Pennsylvania anthracite is estimated at 1.246.000 tons
during the week of Dec. 3 1932, a large increase over the week of Thanks-
giving Day and slightly higher than in the corresponding week last year,

The output of beehive coke during the week of Dec. 3 1932 amounted to
20.300 tons.

ESTIMATED UNITED STATES PRODUCTION OF COAL AND BEEHIVE
COKE (NET TONS).

Week Ended. Calendar Year to Dale.

Dec. 5
1031.

Nov. 26
1932.d

Dec. 3
1932.¢

1932. , 1931. l 1929,

Bitum. coal—a
Weekly total 6.700,000(6,525,000 7.226,000277,3%20,000{352,099,000{494,038,000

Daily aver. -|1,116,000/1,305,000 1,204,000 975.000f 1,234,000( 1,730,000

Penn. anth.—b
Weekly total 1,246,000, 976,000{1,243,000 67,592,000
Daily aver_ .| 207,700] 105,200/ 207,200 240,100
Beehive coke—
Weekly total 20,300 18,800 19.0()0[ 6,144,500
Daily aver. _ 3,383 3,133 3,167 21,261
a Includes lignite, coal made Into coke, local sales, and colllery fuel. b Includes
Sullivan county, washery and dredge coal, local sales, and colliery fuel. ¢ Subject
to revision. d Revised.

ESTIMATED WEEKLY PRODUCTION OF COAL BY STATES (NET TONS).

44,833.000
159,300

55,919,000
198,600

688,800
2,383

1,201,200,
4,156

Week Ended.

N »

Average,
1023.a

409,000
100,000
236,000
1,571,000
536,000
128,000
175.000
724,000
218.000
35,000
26,000
£3.000
62.000
35.000
764,000
2,993,000

State. >
Nou. 28
1031,

188,000

Nov. 29
1930,

Nov. 19
1032,

Nor. 26
1932.

281,000
97,000
224.000
1,314,000
349.000
93.000
138,000
665,000
205.000
44,000
16,000
68.000
52,000
52,000
414,000
2,097,000
99,000
14,000
143,000
211.000
49.000
1,509.000
543,000
135.000
4,000

8,816,000
1,080,000

193,000
83,000
113,000
792,000
278,000
04,000
141,000
585,000
172,000
24,000
10,000
34,000
25,000
N 3 63.000
OMO - - e e eeeeeee 341,000
Pennsylvania (bitum.)| 1,492,000
Tennessee.
Texas. ..
Utah..
Virginia_ ..
‘Washington
W. Va.—Southern
Northern ¢ 330,000
Wyoming. .. i 89,000
Other States 2,000

6,525,000
976,000
Total coal 7,501,000

a Average weekly rate for the entire month,
W.: C. & O.; Virginlan; K. & M.; and B. C. & G.
handle.

210,000
115,000
144,000
951,000
339,000
104,000
173,000
675,000
234,000
30,000
13,000
42,000
30,000

Colorado
INinols. . g
232,000
69,000
123,000
467,000
157,000
34.000
8,000
68,000
33,000
48,000
314,000
1,480,000
63,000
15,000
131,000
158,000
49,000
1,120,000
431,000
138,000
3.000

Kansas & Mlssourl

Kentucky—Eastern. .
Western.

Maryland.

Michigan.

1,780,000
73,000
12,000
84,000

209,000
35,000
1,583,000
382,000
99,000
2,000

10,878,000
643,000 1,896,000
7,073,000 | 9,896,000 112,774,000

b Includes operations on the N. &
¢ Rest of State, Inelud!ng Pan-

7,792,000
1,080,000

8,872,000

Total bit. coal 6,430,000

Pennsylvania anth. ..
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November Anthracite Shipments Exceed Those of Same
Month Last Year.

Shipments of anthracite for the month of November 1932,
as reported to the Anthracite Institute, Philadelphia,
amounted to 3,465,302 gross tons. This is a decrease as
compared with shipments during the preceding month of
October of 783,161 tons and, when compared with November

1931, shows an increase of 145,544 tons. Shipments by
originating carriers are as follows:
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Month of— Nov. 1932.| Oct. 1932. [Non. 1931.|0ct. 1931,

Reuding Co..ocaceanean

l.ehigh Valley RR.

Central RR. of New Jerse;

Deluware Lackawanna & Western R.
Delaware & Hudson RR. Corp. .
Pennsylvanla RR._.

727 877
509,301

974,910
670,728

1.238.358
856,133
434,465
568,609
646,338
489,382
533.170
211,238
217.275

3.465.302 3,319,758 15,194,968

Current Events and Discussions

The Week with the Federal Reserve Banks.

The daily average volume of Federal Reserve bank credit
outstanding during the week ended Dec. 14, as reported by
the Federal Reserve banks, was $2,194,000,000. a decrease
of $15,000,00) compared with the preceding week and an
increase of $288,010,000 compared with the corresponding
week in 1931.  After noting these facts, the Federul Reserve
Board proceeds as follows:

On Dec. 14 total Reserve bank credit amounted to $2,189.000,000, a
decrease of $8.000.000 for the week. This decrease corresponds with de-
creases of $5.000.000 in money in circulation and $4.000.000 in unexpended
capital funds, nonmember deposits. &c., and increases of $17.000.000 in
monetary gold stock, and $10.000.000 in Treasury currency, adjnsted,
off<et in part oy an increa e of $30.000.000 in member pank reserve balances.

Holdings of discounted bills declined $10.000.000 at the Federal Reserve
Bank of San Francisco and $15.000.000 at all Federal Reserve banks. The
system’s holdings of bills bouzht in open market and of United States
Government bonds show little change for the week. wnile holdings of Treas-
ury certificates and bills increased $22.000.000 and those of United States
Treasury notes decreased by the same amount.

Beginning with the statement of May 28 1930, the text
accompanying the weekly condition statement. of the Federal
Reserve banks was changed to show the amount of Reserve
Bank credit outstanding and certain other items not included
in the condition statement, such as monetary gold stocks and
money in circulation. The Federal Reserve Board’s explana-
tion of the changes, together with the definition of the
different items, was published in the May 31 1930 issue of
the “Chronicle’ on page 3797.

The statement in full for the week ended Deec. 14, in com-
parison with the preceding week and with the corresponding
date last vear, will be found on subsequent pages, namely,
4176 and 4177.

Changes in the amount of Reserve bank credit outstand-
ing and in related items during the week and the year ended

Dec. 14 were as follows:
Increase (4 or Decrease (—)

ince
Dec. 7 1932.  Dec. lg 1931.

s S
284,000,000 —15,000,000 —414.000.000
Blills bousht. . ... _..._ - 34,000,000 —273,000.000
Special Treas ry Certifl ates. —198,000,000
Other (1. 8. securities ... +1,143,000.,000
Other Reserve bank credit 20,000,000 =+ 6,000,000 ~—43,000.000

TOTAL RES'VE BANK CREDIT._2,189,000,000 —8,000.000
Monetary gold &toek. . . ...._.._____4.369.000,000 17,000,000
Treasury currency adjusted. 1,924,000,000 10,000,000
Money In elrculation 5,664,000,000 —5,000,000
Member bank reserve balances. ___. -2,425,000,000 +30,000,000
Unexpended capltal funds, non-mem-

ber deposits, &c —4,000,000

Dec. lg 1932.
Bills discounted

215,000,000
—R89,000.000
+113,000,000
+ 86,000,000
-+ 257,000,000

393,000,000 —104,000,000
Returns of Member Banks in New York
Chicago—Brokers’ Loans.

Beginning with the returns for June 1927, the Federal
Reserve Board also commenced to give out the figures of
the member banks in New York City, as well as those in
Chicago, on Thursday, simultaneously with the figures for
the Reserve banks themselves, and for the same week, instead
of waiting until the following Monday, before which time the
statistics covering the entire body of reporting member
banks in the different cities included cannot be got ready.

Below is the statement for the New York City member
banks and that for the Chicago member banks, for the
current week, as thus issued in advance of the full statement
of the member banks, which latter will not be available until
the coming Monday. The New York City statement, of
course, also includes the brokers’ loans of reporting member
banks. The grand aggregate of brokers’ loans the present
week shows an increase of $1,000,000, the total of these
loans on Dec. 14 1932 standing at $393,000,000, as compared
with $331,000,000 on July 27 1932, the low record for all
time since these loans have been first compiled in 1917.
Loans “for own account’ increased from $376,0)0,000 to
$377,000,000, while loans “for account of out-of-town banks’
remain unchanged at $12 600,000 and loans “for account of

t $£4,000,000

City and

CONDITION OF WEEKLY REPORTING MEMBER BANKS IN CENTRAL
RESERVE CITIES.
New Y ork.
Dec. 14 1932. Dec. 7 1932. Dec. 16 1931,
s b S

Loans and Investments—total - ...-... 7.052,000,000 7,060,000.000 7,25S.000.000

Loans—total . o oo emeaiians 3.432,000.000 3.473,000,000 4,451,000,000

208.000.000
243,000,000

2,
Investments—total. . oo oo ceoaoan. 3,62¢,000,000 3,587,000,000 2,807,000,000

On ReoUritles . cc e nccncncnamnecee 1,619,000,000 1,625,000,000
All other 1,813,000,000 1,848.000,000

3,000,000 2.546,000,000 1,836.000,000
-1,097,000,000 1,041,000.000 971,000,000

798,000,000
52,000,000

Net demand deposits. - oo e ceeeomcees 5,692,000,000 5,606,000.000 5,376,000.000
Time deposits. ... - 898,000,000 895,000,000 810.000.000
Government deposits 153,000,000 160.000,000 264,000,000

U. 8. Government securities. ... 2
Other =ecurities

Reserve with Federal Reserve Bank....1,055,000.000
Cash Iu vault 44,000,000

995,000,000
35,000,000

Due trom banks
T>ue to banks

85,000,000 86,000,000
1,467,000,000 1,444,000,000

71.000,000
923,000,000
Borrowings from Federal Reserve Bank.
Loans on secur. to brokers & dealers

For uwn account
For azcount of out-of-town banks__ ..
For arcount of others.

377,000,000
12,000,000
4,000,000

376.000.000
12,000,000
4.000.000

555,000,000
98.000.000
9,000,000

662,000,000

500,000,000
162,000,000

393,000,000  392,000.000

On demand
On time

232,000,000
161,000,000
Chicag.
Loans and Investments—total . ....... 1,103,000,000 1,098.000.000

Loans—total .

234,000,000
158,000,000
.625.000.000
112,000,000

661,000,000
451,000.000

513,000,000

300,000,000
213.000.000

178.000.000
21,000.000

,084.000,000
427,000,000
26,000,000

125,000,000
283,000,000

648,000,000 645,000,000

On securities. .

361.000.000
All other.

287.000.000
- 455,000,000

361.000.000
284,000,000

453,000,000

U. 8. Government securities 265,000,000

260,000,000
Other securities. ...._____ - 190,000.000

193,000,000

Reserve with Federal Reserve Ban

- 287.000.000
Cash In vault

s 17,000,000

277.000,000
16 000,000

Net demand deposits
Time deposits. __ .
Government deposits,

890,000,000
315.000.000
20,000,000

254,000,000
303,000,000

862,000,000
318,000 000
21,000,000

239,000,000
300,000,000

Due fram banks.
Due to banks.

Complete Returns of the Member Banks of the Federal
Reserve System for the Preceding Week.

As explained above, the statements for the New York
and Chicago member banks are now given out on Thursday,
simultaneously with the figures for the Reserve banks them-
selves and covering the same week, instead of being held
until the following Monday, before which time the statistics
covering the entire body of reporting member banks in 101
cities cannot be got ready.

In the following will be found the comments of the Federal
Reserve Board respecting the returns of the entire body of
reporting member banks of the Federal Reserve System for
the week ended with the close of business on Dec. 7-

The Federal Reserve Board's condition statement of weekly reporting
member banks in leading cities on Dec. 7 shows decreases for the week of
$161,000.000 in loans and investments, $193,000,000 in net demand de-
posits, 824,000,000 in time deposits, $55.000.000 in Government deposits,
$30.000,000 in reserve balances with Federal Reserve banks and §8,000,000
in borrowings from Federal Reserve banks.

Loans on securities increased $26.,000,000 at reporting member banks
in the New York district and $19,000,000 at all reporting member banks.
‘“All other™ loans declined $52.000.000 in the New York district, $7.000,000
in the Boston district and $68,000.000 at all reporting banks.

Holdings of United States Government securities declined $34.000,000
in the New York district and $40,000,000 at all reporting banks. and in-
creased $6.000.000 in the Philadelphia district. Holdings of other securi-
ties declined $52,000.000 in the New York district, $10,000.000 in the Boston
district and $72.000.000 at all reporting banks.

Borrowings of weekly reporting member banks from Federal Reserve
banks aggregated $89,000.000 on Dec. 7, the principal change for the week
being a decrease of $10,000,000 at the Federal Reserve Bank of San
Francisco.

A summary of the principal assets and liabilities of weekly reporting

member banks, together with changes during the week and the year end-
ing Dec. 7 1932, follows:

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




4128

Increase (+) or Decrease (—)
Since
Dec. 7 1932, Nov. 30 1932, Dec. 9 1931.
Py :

$ $
Loans and Investments—total 18,841,000,000 —161,000,000 —1,823,000,000

Loans—total 10.364,000,000 -—49,000.000 —2,873,000,000

419,000,000 —1,453.009,000
—68,000,000 —1,420,000.000

On securities
All other

4,307,000,000
6,057,000,000

8,477,000,000 —112,000,000 +-1,050,000,000

—40,000,000 +41,229,000,000
—72,000,000 —179,000,000

Reserve with Federal Reserve banks 1,955,000,000 —30.000,000 +-364,000,000
Cash In vault 212,000,000 -+ 3,000,000 —36,000,000

11,552,000,000 —193,000,000 53,000,000
- 5,644,000,000 —24,000,000 — 000,000
368,000,000 —55,000,000 363,000,000

1,646,000,000 47,000,000 +-718,000,000
3,308,000,000 +-18,000.000 +921,000,000

89,000,000 *—8,000,000 —339,000,000

U. S. Government securities
Other securitles

5,226,000,000
3,251,000,000

Net demand deposits
Time deposits
Government deposits

Due from banks
Due to banks

Borrowings from Fed. Res. banks._.

* Nov. 30 figures revised (Atlanta district).
—_—

United States Receives Payment Dec. 15 of $98,685,910
on Foreign Debts—Six Nations Pay—Five Default—
Total Defaults $24,996,511.

A total of $98,685,910 was paid to the United States
on Dec. 15 by six foreign nations on their war debts to this
country. The six nations which met their obligations are:

County— Amount. | Country— Amount.
szhns{ovakla $1.500.000.00! Lithuania $92.386.01
Great Britain. . --95.550.000.00! Latvia 111.,852.12

186.235.001 ——
1.245.437.501 Total $08,685,910.63

Five of the foreign countries defaulted, viz.:

Amount. | Counlry—
--$2.125.000 00 ! Estonia
19.261.432.50!
Hungar,

40.729.351 SR
Poland - P 3,302.980.00! Total_ .- _ooeoooo. $24,996.511.85
The New York “Times’’ in a Washington dispateh Dec. 15

said:

Poland notified the Treasury Sept. 15 that she would take advantage
of the optional clause of the debt agreement to postpone $1.125.000 of
the principal due for a period of two years. Latvia, under similar cir-
cumstances, postponed $37.000 in principal and Estonia postponed $80.000.

Eliminating the amount legally postponed, the foreign countries owed
the United States $123.682,421. Of the total $31,832,485 was principal
and $91,849.936 Interest.

The same account stated:

Britain Pays in Gold.

Secretary of the Treasury Mills was informed by Sir Ronald Lindsay,
the British Ambassador, that $95.550.000 in gold had been earmarked
in the Bank of England to meet the British payment. The gold was ear-
marked for the account of the Federal Reserve Bank of New York, wnicn
notified the Treasury of the transaction and credited the Treasury account
with £95.550.000 in gold. This probably will be taken to the mint where
it normally is maintained.

Secretary Mills said the gold earmarked in England would be brought
to the United States. Because of insurance company restrictions it can-
not be moved in a single shipment.

A statement issued on Dee. 15 by Secretary of the Treasury

Mills is taken as follows from a Washington dispatch to the
New York “Herald Tribune’’:

The Treasury to-day received payments amounting to $98.685.910.63
from the following foreign governments on account of their funded in-
debtedness to the United States, of which $31.567.200 was on account
of principal, and $67,118,710.63 on account of accrued interest:

Country—
Belgium
France.

Amount.
$266,370.00

Great Britain.

The payment received from the Government of Great Britain amounted
to $95.550.000. of which $30.000,000 represented principal and $65,550.000
represented semi-annual interest. The payment was made In gold at
the Federal Reserve Bank of New York.

Italy.

The payment received from the Government of Ttaly amounted to
$1.245.437.50, and represented semi-annual interest due on its indebted-
ness to the United States. As authorized by the terms of the debt-funding
agreement, the payment was made in obligations of the United States
which were accepted at par and accrued interest to Dec. 15. The obliga~
tions were $1,236.100 face amount of 3% Treasury bonds of 1951-1955,
$9.321.97 was accrued Interest on the Treasury bonds and a cash adjustment
of $15.53.

Czechoslovakia.

The payment received from tne Government of Czechoslovakia amounted
to $1.500,000, and respresented semi-annual instalment of principal. As
authorized by the terms of the debt-funding agreement, the payment was
made in obligations of the United States which were accepted at par and
accrued interest with a small cash adjustment. The obligations accepted
were $1.,488.750 face amount of 3% Treasury bonds of 1951-1955. accrued
interest on such bonds amounting to $11,227.31, and a cash adjustment of
$22.69.

Finland.

The payment received from Finland amounted to $186.235, of which
$58.000 represented annual instalment of principal and $128,235 repie-
sented semi-annual Instalment of interest. As authorized by the terms of
the debt-funding agreement. the payment was made in obligations of the
United States, which were accepted at par and accrued interest, with a
sgmall cash adjustment. The obligations accepted were $184,800 face
amount of 3% Treasury bonds of 1951-1955, accrued interest on such
bonds amounting to $1,393.66, and a cash adjustment of $41.34.

Latvia.

The payment received from the Government of Latvia amounted to
$111.852.12, of which $9.200 represented annual instalment of principal,
and $102,652.12 represented semi-annual instalment on account of Interest,
The payment was made In cash at the Federal Reserve Bank of New York.
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Lithuania.

The payment received from the Goverment of Lithuania amounted to
$92.386.01 and represented semi-annual instalment on account of interest.
The payment was made in cash at the Treasury.

The amounts due to-day from foreign governments which were not re-
ceived are as follows:

Country—

Belgium

Estonia_ - }

France_ ... ) e 9,261.43
Hungary.- . 28E 28.4

Poland 32, : 9

Principal. Interest.
2,1 )00.01

From the “United States Daily’’ of Dec. 16 we take the
following:

Secretary Mills indicated before the House Ways and Means Committee
Dec. 14 that he did not believe full collection of payments coming due
during tne next fiscal year was probable.

Ultimately, dealings with the debtors must be guided by Congress, ac-
cording to oral statements made at the Treasury, and it was pointed out
that President Hoover had announced in his annual message that he would
later send a special message on the debt situation.

_——————

Exchange of Notes Between Great Britain and United
States the Current Week on Debts Prior to Pay-
ment of British Instalment Dec. 16—Secretary
Stimson Declined Proposal that Payment Be Ap-
plied Not to Existing, But to New Agreement.

Several notes were exchanged during the past week be-
tween Great Britain and the United States on the British
debt owed to the United States—these messages passing
between the respective Governments prior to the payment
by Great Britain of the Deec. 15 instalment on the debt.
Great Britain, answering the note of the United States dated
Dec. 7 (given in our issue of Dec. 10, page 3956) stipulated
in a note made publie Dec. 11 that “the payment to be made
Dec. 15 is not to be regarded as a resumption of the annual
payments contemplated by the existing agreement.”” The
note went on to say ‘“His Majesty’'s Government propose
. . . to treat the payment . . . as a capital payment of
which account should be taken in any final settlement; and
they are making arrangements to effect this payment in gold
as being in circumstances least prejudicial of methods open
to them.”” In a reply on the same date (Dec. 11) the United
States, through Secretary of State Stimson declined to accept
this stipulation by Great Britain, Secretary Stimson pointing
out that “the Secretary of the Treasury has no authority to
accept payment from your Government except as provided
under the terms of the funding agreement.”” An answer by
Great Britain made public at Washington Dec. 13 constituted
the final message, as to which a London cablegram Dec. 13th
to the New York “Times’’ had the following to say:

The British Government sent a new note to Washinzton to-day explain-
ing the conditions of the war debt payment due on Tnursday (Dec. 15)
and felt that this would conclude the diplomatic exchanges on the subject
between the two governments. The Government expects no reply from
Washington. and this is interpreted here as signifying that Secretary
Stimson is satisfied that the money may be received by the United States
without any implication that the Mellon-Baldwin agreement of 1923
would be invalidated thereby.

80 it may now be said again that the British Government will pay the
United States $95.550.000 in gold the day after to-morrow.

The United States will consider it as an instalment of principal and
interest on the old account. Britain does not insist, according to the
latest note, that it be considered in any other way by Washington, for

Britain nas no intention ‘‘to touch upon any matter affecting the con-
stitutional position of the United States Government.'

Reservations on Both Sides.

In other words, the money is going to be paid and received with reser-
vations on both sides, and the methods of reconciling these reservations
will be discussed in the negotiations that are to follow for re-examination
of the whole debt question.

Although the first assurance that the United States would participate
in such discussions came from President Hoover, the British Govern-
ment expects that they will extend well into the first months of the Roose-
velt Administration and may not formally begin before March 4. Mean-
while. however, it is noped there will be useful preliminary discussions
through the British Foreign Office and the American State Department
and between the permanent Treasury officials of the two countries.

Another expectation of influential members of the British Cabinet is
that the world economic conference will not begin until the debt negotia-
tions are finished or until there is ample assurance that tney are going
to succeed.

Meantime, the United States need not fear hostile tariff action by Great
Britain. That point was brought up in the House of Commons this after-
noon when Walter Runciman, the President of the Board of Trade, was
asked If In view of the deot situation he would consider the advisability
of substantially increasing import duties on American goods. The ques-
tioner was simply referred to the British note of Dec. 1 In which it wad
intimated that such duties might be necessary to offset the adverse trade
balance if debt payments continued on the present scale. But despite
this evasive answer, it can be said positively that the ldea of tariff retalia-
tion is now very much in abeyance.

Note Sent at 3 A. M.

As In the case of the British note hurried off on Sunday, 24 hours before
it was originally intended to send it, there Is some mystery about the
fact that the latest note was dispatched at 3 o'clock this morning so as to
be In Mr. Stimson's hands before mid-night last night, American time.
At the close of Government business yesterday it was officially announced
there would be a Cabinet meeting to-day to discuss the next note to Wash-
ington. But instead of waiting there was a hurried gathering of Ministers
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at Prime Minister MacDonald's bedside at 10 Downing Street at 1 o'clock
this morning and the note was sent two hours later.

The precipitancy in both cases was attributed to the necessity for meet-
ing the rapidly developing debt situation in France.

Neville Chamberlain, Chancellor of the Excnequer, specifically said in
the Commons to-day in reply to a question:

“We are not bound by a united front. We are entitled and we intend,
if able to do so. to make a separate settlement with the United States."

The reason Mr. MacDonald was in bed when the decision to send the
note was taken was a severe cold, from which he was suffering when he
returned from Geneva yesterday afternoon. He remained indoors to-day
by order of his doctors, but hopes to attend the war debt debate in Parlia-
ment to-morrow.

In anticipation of that debate, discussion of the subject was restricted
to-day, but, regardless of the wishes of the Government, Winston Churchill
insisted on putting his -question as to whether Britain intended to bear the
whole debt burden by paying the United States and forgiving the debts
due this country from France and Italy. Mr. Chamberlain replied as
follows:

“In a letter which I addressed to the French Minister at Lausanne on
July 8 1932, I stated that His Majesty's Government would be very glad if it
were possible for them to cancel the war debt of France as part of an all-
round cancellation of war debts and reparations, but that in the actual
circumstances we cannot enter into any definite commitments modifying
the existing war debt funding agreement. We agree, however, that the
annuities due under that agreement should be suspended until the coming
into force of the Lausanne agreement or until it is decided not to ratify that
agreement.

“The Government earnestly trust that the examination of the whole
question of war debts in their relation to world recovery, to which the
United States Government has agreed, will result in a settlement which will
enable the Lausanne agreements to be ratified. Meantime, the Govern-
ment consider it is of the utmost importance that no decision should be
taken at present to the effect that the Lausanne agreement cannot be
ratified. Consequently, assuming that this view is concurred in by the
other governments concerned in the suspension of reparations, the war
debts will remain in force, but all rights of His Majesty's Government under
the existing agreements will be integrally reserved.”

The text of the two notes made available at Washington

on Dec. 11 follow:
British Note.

1. His Majesty’s Government having received the note addressed to them
by the United States Government on Dec. 7 observe with satisfaction that
the United States Government welcome the suggestion for a close examina-
tion between the two countries of the whole subject dealt with in the British
note of Dec. 1. His Majesty’s Government feel that it will be appropriate
to reserve for this joint examination their comments on certain of the views
expressed in the United States note of Dec. 7, but they think it right to
state that after further careful consideration they see no reason to modify
their general conclusions set forth in their note of Dec. 1.

2. His Majesty’s Government will, therefore, in the present com-
munication, deal only with the last portion of the United States Govern-
ment’s note which relates to the immediate question of the payment on
Dec. 15. His Majesty's Government observe that the United States
Government recognize the difficulties of effecting transfer, but they remain
convinced that no solution other than suspension would obviate these
difficulties. They note, therefore, with profound regret—notwithstanding
the arguments contained in the British note of Dec. 1—the United States
Government have decided not to recommend this solution to Congress.

3. In view of thjs decision, His Majesty’s Government have determined
to make payment of the amount due on Dec. 15, under the funding agree-
ment of June 18 1923 but they think it desirable to take the opportunity
of stating clearly their position in regard to this payment and of explaining
the circumstances in which they have arrived at that conclusion.

4. For reasons which have already been placed on record. His Majesty’s
Government are convinced that the system of intergovernmental payments
In respect of the war debts as it existed prior to Mr, Hoover's initiative on
June 20 1931, cannot be revived without disaster. Since it is agreed that
the whole subject should be re-examined between the United States and the
United Kingdom, this fundamental point need not be further stressed here.

5. In the view of His Majesty's Government, therefore, the payment
to be made on Dec. 15 is not to be regarded as a resumption of the annual
payments contemplated by the existing agreement. It is made because
there has not been time for discussion with regard to that agreement to take
place and because the United States Government have stated that in their
opinion such a payment would greatly increase the prospects of a satisfac-
tory approach to the whole question.

6. His Majesty's Government propose, accordingly, to treat the payment
on Dec. 15 as a capital payment of which account should be taken in any
final settlement, and they are making arrangements to effect this payment
in gold as being, in the circumstances, the least prejudicial of the methods
open to them,

7. This procedure must obviously be exceptional and abnormal, and His
Majesty's Government desire to urge upon the United States Government
the importance of an early exchange of views, with the object of concluding
the proposed discussion before June 15 next, in order to obviate a general
breakdown of the existing intergovernmental agreements.

BRITISH EMBASSY, Washington, D. O., Dec. 11, 1932.

Reply of United StateS.
Dec. 11 1932,
Excellency;

I learn with satisfaction of the decision of your Government “to make
payment of the amount due on Dec. 15 under the funding agreement of
June 18 1923."

But in view of the statement in your note that “‘in the view of His Majesty's
Government, therefore, the payment to be made on Dec. 15 is not to be
regarded as a resumption of the annual payments contemplated by the
existing agreement,” 1 must call attention to the fact that the Secretary of
the Treasury has no authority to accept payments from your Government
except as provided under the terms of the funding agreement

As I pointed out in my note of Nov. 23 1932, there is reserved to the
Congress of the United States the ultimate decision in respect of the funding,
refunding or amendment of these intergovernmental obligations under con-~
sideration. The Executive has no power to amend or to alter them either
directly or by implied commitment. Accordingly, it should be understood
that acceptance by the Secretary of the Treasury of funds tendered in pay-
ment of the Dec. 15 instalment cannot constitute approval of or agreement
to any condition or declaration of policy inconsistent with the terms of the
agreement. The sum so received must be credited to principal and interest
as provided therein.

1 therefcre assume that in Paragraphs 5 and 6 of your note you are not
proposing to make this payment otherwise than in accordance with the
terms of the funding agreement, but that you are stating your views as to
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steps which your Government may desire to propose subsequently after a re~
examination of the entire problem.

1 have emphasized these facts with a view to avoiding any possible future
misunderstanding. 1 believe that our future course, as pointed out by our
correspondence, is clear. In your first note, of Nov. 13, you ask for an
exchange of views at the earliest possible moment with respect to the regime
of intergovernmental financial obligations, and in your second note you
welcomed the expression of our willingness to facilitate such discussions, and
referred to the desirability of a close examination between our governments
of the whole subject in preparation for the International Economic Con-~
ference. In my last note, of Dec. 8, I replied that the President of the
United States was prepared, through whatever agency may seem appro-
priate, in co-operation with your Government to survey the entire situation
(in which the dept of the British Government to the United States necessarily
plays a part), and to consider what means may be taken to bring about the
restoration of stable currencies and exchange, the revival of trade and the
recovery of prices.

But in the meanwhile, as I informed you in my note of Nov. 23, great
importance is attached by our Government and people to the maintenance
of the original debt agreement in force and that a satisfactory approach to
the whole question would be greatly increased by the pursuance of such a
policy.

It would seem to me, therefore, to be undesiraple that any steps be taken
which, by causing misunderstanding, would increase the difficulties that
must be overcome in finding an ultimate solution satisfactory to both
nations.

Accept, Excellency, the renewed assurances of my highest consideration.

HENRY L. STIMSON.

The following is the text of the British note delivered to
Secretary Stimson by the British Ambassador on Dee. 12:

In replying to the note of the United States Government of Dec. 11 His
Majesty’'s Government desire to emphasize that the purpose of their note
of even date was to state clearly their own position in regard to payment
on Dee. 15, and to explain the circumstances in which they had decided to
make payment. It was not, of course, the intention of their note to touch
upon any matter affecting the constitutional position of the United States
Government.

Their note should, therefore, be read solely as relating to their own
position, which they have taken after mature consideration, viz.; that they
are prepared to make payment on Dec. 15 in the light of the considerations
set out in their note of Dec. 11, and they must reserve the righv to recur to
those considerations in the examination of the whole question to which
the United States Government have agreed. They would again emphasize
the importance of entering upon that examination without loss of time.

B

Address on War Debts by Neville Chamberlain, British
Chancellor, at Birmingham, Eng.—Developments
at Lausanne.

In addition to an address on Dec. 14 in the British House
of Commons, on the subject of war debts (which we give else-
where to-day), Neville Chamberlain, the Chancellor of the
Exchequer, spoke on the same subject at Birmingham, Eng-
land, on Dee. 12, In his Birmingham speech the Chancellor
said:

“I don't think we need quarrel with the reply of Secretary Stimson to
our note. We don’t ask that our proposal should be accepted at this
stage, but we have reserved our right to put it forward when discussions
begin. If those discussions are treated in the same friendly spirit which
has hitherto characterized the action of both governments, I believe from
them it may be found possible to arrive at a conclusion which will be
satisfactory to both these great nations.”

His further remarks at Birmingham, as contained in a
cablegram from London, Dec. 12 to the New York “Times,”
follow :

One of the major objectives of this Governmrent has been to reach
a final settlement of the twin problems of reparations and war debts.
There are some critics of the Government who say we ought when we went
to Lausanne to have settled both these questions. Doubtless if all nations
concerned had been willing to leave the settlement in our hands we could
have settled reparations and war debts together.

No Role of World Arbiter. .

But although this country is greatly respected abroad, I haven't yet seen
any willingness to accept us as world arbiter, and in this matter particularly
the Americans, who after all are of some consequence, seeing that the
bulk of the war debts are owed to them—they wouldn't have these two
questions treated together. They said before the war debts could be con-
sidered, the European countries must settle among themselves the problem
of reparations, which concerned them alone. I wonder what in those cir-
cumstances the critics would have done themselves. Would they have allowed
the whole thing to drift and taken no steps to solve either problem?
Unless they were prepared to do that they must have done what we did.

That was to try to get a provisional settlement of reparations and then
as soon after as possible, but not, of course, before the Presidential election,
approach the Amrerican Government and endeavor to obtain a final settle-
ment of the war debts. That is the process upon which we embarked.

At Lausanne we obtained a settlement of reparations, provisional, indeed,
and subject to ratification hereafter, but nevertheless accepted by Europe
as being a reasonable settlement and one likely to endure.

Now Engaged on Second Part.

Now we are engaged-upon the second part of the program. In the note
which has appeared in ,the press the Government has endeavored to make
its position clear. The United States Government, much to our regret, has
not seen its way to accept the proposal we have made for suspension of
payment pending a discussion on revision of the debt as a whole.

We have withdrawn from the reserves of the Bank of England the
equivalent of $95,500,000 in gold, but at the same time the government
has intimated that this payment is regarded not as a resumption of
the normal six months payments under the funding agreement of 1923 but
as a capital payment to be taken into account when we discuss an ultimate
settlement of the whole debt. We also expressed to the American Gov-
ernment the hope that the discussions might be concluded before June 15.
The American Secretary of State has replied that the American Executive
hasn’t the power to amend the terms of the settlement and that the
power lies with Congress only.

We have reserved the right to put our claim forward when the time
comes and we appreciate all the more the readiness of the American
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Government to enter into those discussions because we fully realize the
difficulties with which they are faced at home. We can easily under-
stand that the connection between these difficulties and the payments
of these intergovernmental obligations is not so obvious to them as it
seems to us who are near the seat of the trouble.

Refers to Creditor Position.

There is one other matter connected with the war debts which is not
to}m‘wd upon in these notes but about which there is, I think, a certain
misunderstanding. I refer to the position as between ourselves and our
debtors. At Lausanne those of us there argued that all war debts pay-
ments as between ourselves should be suspended until one of two things
happened—either the Lausanne agreement was ratified after a satisfactory
setn.vment with the United States or, finding such a settlement was im-
possible, it was decided ratification was impossible also.

You will see that neither of those two contingencies has occurred yet.
There is no question arising at the present time of our asking for any
Payment from those who owe us debts. To say that does not mean those
debts are remitted; they are merely held in suspense. If unhappily
hereafter it should be found impossible to ratify the Lausanne agreement
because the signatories are unable to make a satisfactory settlement with
the United States, then we come back to the position which existed be-
fore the Hoover moratorium and our claims upon our debtors revive in
full force.

i
Discussion of British Debt to United States Before
House of Commons—Neville Chamberlain’s State-
ment Regarding Transfer of $95,5600,000 in Gold to
United States—Arrangements Through New York
Federal Reserve Bank.

On the eve of the payment Dec. 15 of the intsalment due
by Great Britain on its debt to the United States, Neville
Chamberlain, Chancellor of the Exchequer, who both opened
and closed the debate for the British Government, assured
Parliament that $95,500,000 worth of gold that belonged
to Great Britain that night of Dee. 15 would belong to the
United States, the payment having been arranged by co-
operation of the Bank of England and the Federal Reserve
Bank of New York. The London correspondent of the
New York “Times’’ thus reporting (on Dec. 14) the Chan-

cellor’s statement, added:

| The metal will be earmarked to indicate its new ownership and will
remain in the vaults of the Bank of England to be shipped to America at a
moment’s notice when called for.

The next move is Anglo-American negotiations for revision of the Mellon-
Baldwin agreement. In theory Britain is still for com-lete cancellation,
but does not expect anything as drastic as tnat from the United States.
The British Government expects, however, that whatever all-round settle-
ment of intergovernmental debts is eventually made the principle of the
Balfour note will be adhered to vy this country.

No Reference to France,

No reference was made to the French default in any of the important
speeches in the House of Commons to-day. Mr. Chamberlain in an address
reviewing the history of the debt question explained why it had heen
necessary for Britain to consider her own debtors in Europe, and he closed
with a declaration that Great Britain could not shake herself free from
international connections. He also emphasized that Britain and all other
debtor countries had every reason to believe the United States would supple-
ment the Lausanne reparations agreement by reducing her own accounts
against her debtors who had relieved Germany from reparations.

“Why assume that the United States is taking an unreasonable attitude in
this matter of the British war deot to that country?'’ Mr. Chamberlain
asked. *“Everything points to the contrary. The American notes to us
have been most friendly. So far as we can judge from the utterances of
the incoming President, he is not disposed to take a one-sided view of
the implications of this world proolem. We need not be dissatisfied with
the progress already made in conversations with tne United States. They
have conceded tne major point of discussing the whole question with us."

Predicts Telling Arguments.

Mr. Chamberlain then said:

When we come to enter upon those discussions we shall be able to put
before them arguments which may not appeal to the Middle West but which,
I think. will appeal to the more-informed and responsible section of opinion
in the Unile(lr States—arguments which will show that the continued
attempt to transfer these great sums from one country to another without
any corresponding return of goods or services is as fata to the creditor as
it is to the debtor.

Replying to Winston Churchill who had criticized the government for
“tying itself to France,"” Mr. Chamberlain said:

As to our having tied ourselves up with France, there was never any en-
tanglement with that country, nor were we bound to a united front with
ber. On the contrary, we made it clear from the beginning, and in that the
French Government were in agreement with us, that while we must as
signatories of the Lausanne agreement communicate with one another what
we were doing, we would not make any joint representation to the United
States and that each of us must allow ourselves absolute freedom to make
g&%&saﬁansemmts we deemed desirable and feasible with the United

In reviewing the debt question Mr. Chamberlain said:

*“The United States Government indicated also to the British Ambas-
sador that if the European Powers devised a reasonable reparations settle-

e European Powers
cognizance and approval of the United States."

Prime Minister MacDonald was unaple to take part in the debate be-
cause of a bad cold that kept him at home. There was no vote at the close
of tue debate. but if there had been it was evident that an overwhelming
majority would have supported the government in its determination to
make to-morrow's payment. None of the default talk which had been so
aggressive in the last month in certain sections of the British press showed
tself in this debate.

Baldwin Is Defended.

Not only Mr. Chamberlain, but both Winston Churchill and Sir Robert
Horne, defended Stanley Baldwin, Lord President of the Council, against
bitter attacks that some parts of the Britisn press nave been making against
him for his part in negotiating the deot settlement of 1923, while Britain
now wants . et a ide.

On the other hand, David Lloyd George renewed his feud with Mr,
Baldwin and expressed a desire to inject into the discussion secret Cabinet
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records showing his own part in the debt negotiations when he was Prime
Minister.
Lausanne Agreement “‘Great Mistake."

Mr. Churchill declared the Lausanne agreement had been a great mistake,

first because Britain by that agreement had released her own debtors
before getting a release from the United States, and second because the
whole proceeding had offended the United States. Mr. Churchill also said:
B-We ought never to have associated ourselves with France in dealing
with the United States and never should have tolerated the idea that
France might be allowed to pay the United States but not pay England.
| Sir Robert Horne declared the United States was not going to be so
callous as not to pay attention to the great issue at stake and confer sym-
pathetically with representatives of Great Britain.
) Sir Stafford Cripps, who conducted the debate for the Labor Opposition,
sald his party was for cancellation by consent and expressed satisfaction
that there had been no default on the December payment. He added that
Great Britain would have a better case with the United States if she would
do more toward disarmament and put an end to the quarrel with the Irish
Free State.

The text of the address of Chancellor of the Exchequer
Neville Chamberlain 1n the House of Commone on Dec. 14,
bearing on the policy of Great Britain in paying the Deec. 15
instalment of the war debts to the United States was
given as follows in a London cablegram to the “Times’’:

During the last month when the notes were passing between the United
States Government and the Britisn Government, the House of Commons
has been extraordinarily tolerant and abstained from asking any debate
on the subject.

The Government very warmly appreciates that attitude. No doubt you
realized discussion could not be confined to members of this House, and that
anything said here naturally would be made known elsewhere, and that
debate in which it would be necessary not merely to give explanations, but
Dossibly to state intentions, might have been extremely embarrassing while
negotiations were still in progress. Now that the exchianze of notes has been
concluded, we welcome very warmly the opportunity of making a statement,
because we have naturally felt at some disadvantage while communications
from us were being published without comments which, but for the circum-
stances I have mentioned, would have naturally accompanied them.

““Title' of Great Britain to Revision Upheld.

I might, perhaps, have begun the story with tne conclusion of the Laus-
anne Conference, which has already been discussed in this House. but I
think it would be better that [ go back a little further, because it is only
by examining the whole history of this affair that it is possiole to realize
With how strong a title this country can claim that the whole subject of
debts should be revised, how consistently and persistently the successive
British Governments have from the bezinning urged cancellation of the whole
system of reparations and war debts and how reluctantly other countries
have accepted that view, but how steadily they have been forced by the
power ol hard facts and bitter experience to come closer to the viewpoint
originally enunciated oy tne Britisn Government.

I should like to add that when we were told the contracts must be kept
sacred and we must on no account depart from these oblizations, we felt
Wwe had responsibilities not only to our countrymen, but to many millions
of human beings throughout the world whose happiness or misery may
depend upon how far fulfillment of these obligations is insisted upon, on
the one side and met on the other.

Large Ezpenditure Made in the United Slates.

I may, perhaps, remind the House that the whold of our debt to the
United States was incurred after that country entered the war. Our ex-
penditure in the United States after they had joined us amounted to £1,444,~
000.000, out of which we found, from our own resources, £25%,000,000.

We were reimbursed by our allies for expenditure on their behalf of
£371,000,000, and the remainder of our £1,444,000,000—namely, £815,~
000.000—was financed by a loan from the United States Government.

I should like to emphasize that the whole of that expenditure was for
purposes of war. The whole of it was expended on goods purchased in the
United States—on munitions, food and clothes, Whether it took the form
of munitions, which were blown to pieces in Flanders, or food, which was
consumed by our people and soldiers, or of uniforms. which were worn to
rags in the course of the fighting, the whole of that expenditure was just as
non-productive as if it had been spent entirely on tanks or artillary or shells.
There was no addition to the wealth of this country and really there was
no distinction as to the various war services upon which the money was
expended.

When, however, the war was over, we were left with this huge debt to
the United States, incurred for the purpose on which she as well as we had
been engaged, and on their part our allies had incurred great debts, while
upon Germany lay an immense burden of reparations, The question was
how these debts were to be dealt with.

Very early in the history since the war the British Government came to
the conclusion that payment of these great intergovernmental obligations
would postpone indefinitely economic recovery of the world. On Aug. &
1920 the member for Carnarvon Borough, David Lloyd George, who was
then Prime Minister. wrote President Wilson that the “British Government
has nformed the French Government that it would agree to any equitable
arrangement for reduction or cancellation of interallied indebtedness, but
that such an arrangement must be one that applies all around."

Government Was Prepared to Send Mission Here.

He said: “The United States Government is not prepared to consent to
remission of any part of the debt of Britain to the United States,” and
asked that a British representative should go to Washington to fund the
war debt. After that the Coalition Government had, I believe, decided to
send a mission to the United States in order to carry out funding of the debt.
But in the meantime the Balfour note had been published.

I recall the terms of the Balfour note, which said the British Government
was in favor of writing off through one great transaction the whole body
af interallied indebtedness. Failing in this, it said, we do not, in any event,
desire to make a profit and in no circumstances do we propose to ask more
from our debtors than is necessary to pay our creditors., Then the note
added: **And while we do not ask for more, all will admit that we can hardly
be content with less."

I should like to remind the House of what our position as to debts was
at that time, as detailed in the Balfour note. There was due to us by Ger-
many £1,450,000,000; Italy and other European debtors, £1,300.000,000
and by Russia, £650,000,000, making a total owed us of £3,400,000,000.

Against that, our debt to the United States, together with accrued interest,
at that time amounted to £850,000,000. The House will see, therefore,
that in the Balfour note what we offered was preferably a total cancellation
all round, and, failing that, an offer on our part to waive our surplus
£2,500,000,000.
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It is seen how ready was the Government of this country to show its
good faith and sincerity in its affirmations by sacrifices on tne part of the
British taxpayer. Before the mission of the Coalition Government could
go to America, that Government fell and consequently it became the task
of the Baldwin Government to carry out the agreement with tne United
States.

Laying Blame on Baldwin Declared Unjustified.

Stanley Baldwin is sometimes accused of having invented the American
debt. Imaginative journalists have accused him of having fastened the
burden of the American debt on the snoulders of this country. Of course,
the fact was the debt existed before he went to the United States. It existed
in the form of notes of hand, payable on demand, and what, in fact. Mr.
Baldwin was able to do was to obtain remission of a debt, whicn on a basis
of 5% interest amounted to 28% of the original figure.

In our turn we also carried out the funding agreement, and Winston
Churchill, in 1926, made an agreement with the Italian Government which
scaled down their debt on the same basis by no less than 86%. and the
same year made an agreement with the French Government which scaled
down theirs, on the same basis, by 62%.

Meantime, reparations also had begun to go downward. In 1924, under
the Dawes agreement, the original figure of £6,600,000,000 of reparations
was brought down to a total capital liability of £2,000.000,000. In the
early days of these agreements, and in the early days of the Dawes Plan,
the annuities payable by Germany were paid without much difficulty,
partly because the early payments were smaller in character than the later
ones but largely because at that time the United States was lending large
sums to Europe.

The real position was that reparations were being paid out of American
loans, and allied countries, out of these reparations, were paying their
annuities to the United States,

Unfortunately, that was not a position which could go on indefinitely.
In 1929 began the great fever of Stock Exchange speculation, and the
United States, instead of making longer loans to Europe, gave only short-
term credits, and time was granted in the hope and expectation that very
soon these short-term credits would be replaced by further long-term loans.
In October came the crash on the American Stock Exchange. Immediately
all short-term credits were withdrawn as far as possible and the crisis arose
which is not forgotten.

New Slashes Were Made By the Young Plan.

In 1930 it was seen that the annuities fixed under the Dawes Plan for
Germany were still too high, and, with the extraordinary optimism that
characterized the proceedings of nations all through this history. a final
settlement was made with Germany under the Young Plan by which the
the £2,000,000.000 to which 1 have already alluded were scaled still further
down to £1.600.000.000.

So we see. step by step. the nations were forced to come nearer and nearer
the goal we set at the outset. In May 1931 confidence in Europe had so far
disappeared and crelits were so far frozen that it was no longer possible
to avoid disaster. The Credit Anstalt fell, and very soon it became clear
that Germany herself was heading for bankruptey, and those loans made
by the United States and other countries to Germany and some of her
neighbors were likely, in all probability, to become a total loss.

In these circumstances, in June 1931, President Hoover proposed the
moratorium. He proposed not only a moratorium on war debts but, by
implication, recognized the connection between war debts and reparations.
For his proposal was that all intergovernmental debts oe suspended for
the space of a year. Many thought at that time that a year was not nearly
enough, and they have proved right since, but for the moment the Hoover
moratorium saved the situation and once again hope sprang in the breasts
of those who so often had hoped in vain before, for the thought was possible
that when the Hoover moratorium came to an end circumstances would
be so changed that resumption of those debts could be in again.

In July that year, as affairs were still serious, there took place the London
conference. Once again the British Government urged its old policy of
cancellation. Unfortunately, neither the American nor French representa-
tives at thé conference at that time were prepared to entertain any proposal
of the kind.

The London Conference, therefore, failed to achieve any improvement
in the situation as far as intergovernmental debts were concerne 1

Now we are getting very ciose to she events that led up to the Lausanne
conference. I should first like to recall that in October 1931 the French
Premier Laval paid a visit to Washington wnere he had conversations with
President Hoover, and at the end of those conversations a communique
was issued at Washington from which I quote:

“Prior to the expiration of the Hoover year, some agreement on inter-
governmental obligations may be necessary covering the period of the
business depression. The initiative in this matter should be taken early
by the European powers principally concerned, within the framework of
the agreements existing prior to July 15 1931."

Revision Prospect Held Out to Envoy.

I may say the United States indicated also to the British Ambassador
that if the European powers devised a reasonable reparations settlement,
this would be the best method of approach with a view to revision of the
war debts due the United States. That is an important matter, because it
is justification for the statement in the recent British note that the initlative
taken by the European countries at Lausanne was with the cognizance and
approval of the United States. In December, last year, a special advisory
committee was appointed under the Young Plan, on which, of course, an
American representative sat, and it issued a report in which it said:

‘Adjustment of all intergovernmental debts, reparations and other was
debts to the existing troubled situation of the world—and this adjustment
ghould take place without delay if new disasters are to be avoided—is tne
only lasting step capable of re-establisning the confidence which is the very
condition of economic stability and real peace. We appeal to the govern-
ments on which responsibility for action rests to permit no delay in coming
to decisions to bring amelioration to this great crisis that weighs so heavily
on all alike."

I think the House will see then that were direct invitations to European
powers to get together at the earliest possible moment to exercise initiative
and try to settle among themselves on reparations, namely, that part of
the twin problem concerned then, and they had at least good reason to
suppose that if they could come to a succeddful conclusion they would have
made the best approach possible toward revision of war debts due to
America.

It was hoped to hold the Lausanne conference the first month of the
present year. Owing, however, to the elections in Germany and France
the conference had to be postponed; in fact, it was impossible to nold it
until June. But the time thus spent was not wasted, because during those
six months a very remarkable change ocecurred in European public opinion,
particularly in France, and owing largely to that change in public opinion
it was found possible to achieve at Lausanne a success far more complete
than was anticipated, I think, by most before the actual conference had
begun.
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The effect at Lausanne was to put an end to the existing system of repara-
tions, and the conference opened in a far more favorable atmosphere for
the views so constantly urged by the British Government than ever existed
before. I know the opinion was expressed that if we had only sufficiently
persisted we might have obtained at Lausanne total cancellation. That is
a matter which is incapable of proof.

Burden of Germany Lightened at Lausanne.

All we can say is, we did our best, and if we did not actually obtain total
and complete cancellation, at any rate we got something very near it, since
the ultimate maximum to which Germany was now exposed with respect
to reparations was only £150,000,000 instead of £1,600,000,000, at which
it was left under the Young Plan.

I may say in passing that the renewal of confidence that followed success
at Lausanne had very wide results, and, among other things, it is fair to
say the value of money lent by the United States to Europe was very mate-
rially appreciated, if not saved altogether. by the success of the conference.

But Lausanne was really only the second stage of the process of putting
an end to reparations. The first stage was the Hoover moratorium, which,
whatever the intentions in fact, profoundly modified and changed the
whole situation with regard to the system of reparations and war debts.
In my opinion the Hoover moratorium was wise and praiseworthy. I
believe it save the situation in Europe at the time, but there is no use to
think that once that moratorium was put into operation it would be possible
to go back to the system that existed before.

Action Was Provisional on American Move.

Tt was, of course, only a provisional settlement that was arrived at in
Lausanne. Although the American Government more than once expressed
the view that there was no connection between reparations and war debts,
it could not prevent the actual fact that there must be such a connection
in the minds of debtor countries. 1t would be impossible for any signatories
to the Lausanne agreement to contemplate in the future a system under
which they could release their debtors from all obligations and at the same
time be released from none of their obligations to their creditors.

That. of course, was the maxim applied just as much to debts owing to
the United Kingdom as to debts owing to the United States. At Lausanne
the British Government again urged the policy of cancellation and stated
that failing total cancellation they still stood for the policy of the Balfour
note, and if the United States had been willing to send a representative to
Lausanne we might have made a final settlement upon the spot. But since
they were not willing we had to carry on discussions on reparations without
them and all we could do was to make a conditional settlement, only we
anticipated that we should be able to enter upon discussions with the
United States—not immediately, it is true, owing to the intervention of
the election, but as soon as the election was over—and we undertook,
accordinzly, that we v ould suspend any request for payment as between
interallied debts until either tne Lausanne settlement was ratified or until
it was decided that no ratification was possible, it being understood that
ratification by the signatories at Lausanne would depend on their obtaining
a satisfactory settlement with the United States.

Recent Negotiations With United States Traced.

Now I come down to the present negotiations. The first step was taken
with transmission of the British note of Nov. 10. in which we asked two
things—for an exchange of views between the two governments upon the
whole question of the debt as it then stood and, secondly, for suspension
of payment which would fall due in ordinary course on Dec. 15. As far as
suspension is concerned that could have been allowed without the slightest
prejudice to the ultimate settlement, Indeed, we specifically stated that
was our desire and that having been the course we had followed ourselves
at Lausanne with our debtors, we did not see any valid reason why similar
treatment should not be meted out to us.

However. we were disappointed to receive the note of Nov. 23, in which
the United States Secretary of State said no facts had been placed in his
possession which could be presented to Congress for favorable consideration.
We understood those last words to be in fact an invitation to us to supply
facts, and accordingly in a longer note on Dec 1 we developed at consider-
able length the conclusions at which we had arrived, that resumption of
war-debt payments would be bound to accentuate gravely the present
crisis. Meantime, we explained the reasons which actuated us in asking
suspension.

Once again I had hoped the note, which was expressed in moderate
terms, set out as fully as necessary all those broad considerations which
weighed so much with us. I hoped we might then obtain the suspension
for which we had asked for I feared if the payment on Dec. 15 were in-
sisted upon, the result might be default on the part of one or more European
debtors. I thought, perhaps, that Congress was assuming too readily that
I had only to say ‘‘pay’ and payment would be made, and it seemed to
me that if default took place on the part of some European debtors it might
make it hereafter more difficult to obtain a satisfactory settlement of all
debts to the United States Government, which would be necessary if the
Lausanne settlement was to be ratified.

Again we were disappointed. It is true there was one proposal dis-
cussed through diplomatic channels, which, for a moment, led us to hope
we might be able to arrive at some agreed method of postponement. The
proposal had reference to an issue of serial bonds for the amount of the
installment, which would become payable at different maturities, but
unhappily, when it came to be examined more closely. it turned out that
it was necessary for those bonds to be in such form as to be marketable on
the New York Stock Exchange, and that it was, in fact, intended that the
United States should so market them.

Bond Payment Plan Was Found Undesirable.

It was obvious that was not postponement at all. It was merely an-
other way—not a very agreeable way—of making the payment, and in-
deed we were given to understand that cash and cash only would content
the members of Congress. Therefore, while we appreciated the efforts of
the American Government to facilitate payment, we did not feel able to
take advantage of them. We were obliged to express to it our conviction
that suspension alone would overcome the difficulties, and our regret at
its decision that it had not been able to recommend this solution to Congress.

Now, what were we to do in view of the refusal to entertain suspension?
There were three courses open to us; We could have declined to make pay-
ment on the ground that payment would still further aggravate the serious
situation of the world. We could invite the United States Government
to exercise the power of waiving 90-days' notice, and have requested that
payment of principal should be postponed while interest was paid; thirdly,
we could pay in full.

1 need hardly say the Government carefully considered all alternatives
before coming to a decision. If we had adopted the first, whatever motive
we might have adduced for our action it would, in fact, have been equivalent
to default, and default by the British Government on a sum it could not
truthfully say it was unable to pay, would nave resounded all round the
world.
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It might have given justification for other debtors to follow that ex-
ample and. further than that, default at that time in those circumstances
might have administered a shock to the moral sense of our people which
might have had a profound effect upon the whole conception of the meaning
of obligations, both public and private, and the consequences one could

only guess at.

We felt, in such circumstances, that we could not contemplate that
We put forward

alternative. We rejected tne second alternative also.
reasons based on wide considerations for suspension of the whole payment.

Our request had been refused. After that to again make a plea in formal
Dauperis that we be let off with part payment would not be a dignified pro-
ceeding. Indeed, it might have prejudiced the final settlement at which

we hope to arrive later on.
Therefore we decided upon the third alternative—to pay in full.

I have heard and seen suggestions that we should do better, when we
decided to pay in full—to pay and say nothing about it. Now if we had
taken that course, consider what would have been the consequences. If
We had done that, this payment of approximately £20.000.000 would

necessarily have been taken out of the purview of final revision of the debt.
We could not have reopened it. It would have been past history.

Reservations Declared Necessary to Future.

It would have gone with the other payments that were made before the

Hoover moratorium.

Further than that, if we had made this payment, at the same time re-

linquishing all idea of discussing it as part of the final settlement, what
Wwould have been our position with regard to the debts owed us? It would
not nave been possible to say anything on that. We should have been

corresponding to payment that had been made to the United States. The
mischief would not have been stopped there, because the allies must n
sarily have passed on their request to Germany to begin again payments
on reparations.

Quite apart from what might have been the ultimate results of requests
of that kind, passing from government to government, will the House
counsider for a moment how that would have affected the good-will existing
between European nations, and how it would have affected the prospects,
for instance, of the disarmament conference, which, thanks to the efforts
principally of the Prime Minister, now apparently has been got going again.

We could not leave our payment to be taken as though we were resuming
the old system of war debt payments, we could not leave Congress under

obliged to inform our allies tuat we expected them to make payment ::/

any misapprehension as to what our views were about the possivility of

continuing such payments in their previous form in the future, and therefore
considered it necessary, while informing the United States Government
of our determination to pay the instalment, to intimate at the same time
our intention, when discussions on the final settlement begin, to put forward
the contention that the old regime which was interrupted by the Hoover
moratorium can never be revived.

Therefore the payment which we have made in meeting our obligations
is not to be taken as ‘mplying a revival of the old system but must be taken
into account when we are considering the new regime which will be expected
to result from discussions with the United States.

I think our position was made perfectly clear to the United States by the
last exchange of notes, as theirs has been made clear to us.

Now I want to return to tne position established at Lausanne vetween
our debtors and ourselves. I am surprised at the amount of misunderstand-
Ing which seems to have existed on this subject and which I cannot imagine
could have arisen if the actual terms of the Lausanne agreement had been
carefully studied.

Under that agreement no payment was to be exacted from any of our

debtors until one of two contingencies arose, either that the Lausann
agreement was ratified after a satisfactory settlement with the United States
or it was decided that the Lausanne agreement could not be ratified by one
or tne other of the signatory powers in consequence of failure to obtain
such a settlement.

I would call attention that under our agreement complete remission of
the debts owing to us could only be called for on one condition: That is,
that our debt to the United States should be completely remitted including
the payment which we are just about to make. That was the only condition
Whereon we were called upon to remit completely the debts owing to us.

But on any other terms there was to be further discussion petween the
debtors and ourselves. If we could agree with the United States upon a
final settlement whereunder, let us say, some reduced capital sum would
be fixed instead of tne outstanding amount of our debt, still in that case
our debtors must come to discuss with us on what terms and to what extent
We would be prepared to scale down their debts to us.

Our position still remains where it was at the time of the Balfour note.
We shall not ask from our debtors more than we are called upon to pay
our creditors, and they can hardly expect us to be content with less.

The House will like to be informed of the machinery for payment of

the instalment Thursday. Payment will be made in gold in New York on
the 15th instant. The House may inquire how it is that we have been able
to provide for so large an amount of gold to be available in New York at
such short notice. For this we have to thank the Federal Reserve Bank
of New York, whicn has been good enough to make an arrangement for
the purpose in co-operation with the Fank of England.

Under tne arrangement the Federal Reserve Bank will provide in New

York the amount of gold required to make the payment. The Bank of

England will earmark in London simultaneously for the account of the
Federal Reserve Bank an equivalent amount of gold taken from the issue

department. The gold earmarked will later be shipped vy the Banlk of Eng-

land in such a manner as may be arranged between the Federal Reserve
Bank and themselves,
There is something further that I ought to add, because it may be that

the members may like to have some view of how this payment is going to

affect our financial position, and particularly how it may affect the budget.

It would be useless to pretend that we can view with indifference the

loss of this huge quantity of gold, coming at the most inconvenient season
of the year, and certainly in circumstances quite unexpected. It means a
serious weakening of the resources of the Bank, and I think we may expect
to see that reflected in some rise in the very low rates which have prevailed
for discounting bills.

I have heard it suggested that the fiduciary issue will be raised. I have
no doubt the House is aware that tnis can only be done by the Treasury

on representation from the Bank of England. The Bank has made no such
representation, and I should be surprised if it had, because it is in my opinion
very essential now that we should not give the impression abroad either
that we are careless about our reserves of gold or that we want to mask
the real truth or conceal anything of what is taking place.

Deficit Resulling Put at £29,500,000.

Concerning the budget, the payment will of course mean a deficit equiv-
alent to an amount of, say, £29,500,000, which is represented in sterling
I propose to deal with that deficit by having
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on account of the rise in the value of gilt-edged securities. I need hardly
say that while this device can be applied to a single payment, it is not one
that can be repeated, and further payments will have to be found out of
current revenue.

In my opinion the present condition of taxation in this country is suffi-
cient argument to prevent us from acquiescing in a treatment of inter-
governmental debts which would leave us under liability to pay without
the possibility of receiving.

In conclusion, what about the future? I am sure we are all earnestly
desirous of making a final satisfactory settlement with the United States,
feeling that would have a result benefiting not only our two countries but
the whole world.

It is equally important that we should do all we possibly can to save
the settlement arrived at at Lausanne. Upon the preservation of that
settlement must depend the continuance of harmony among the European
nations and must depend largely the stability and security of the financial
situation of a large part of Europe.

We must remember that a selfish game, if it were played by us without
regard to the interests of other countries, would be pound sooner or later
to recoil upon our own heads.

Whatever may nave happened in the past regarding the possibilities of
relying on our own unaided effort to get us through our difficulties, in
these days we cannot shake ourselves free from international connections.
It is only by a policy of frankness, sincerity and loyalty that we can hope
to obtain the co-operation of other nations in restoring the vanished pros-

perity of the world.
—_—————

éréat Britain’s Shipment to U. S. of 200 Tons of Gold—
" Method of Meeting $95,660,000 Dec. 16 Debt Instal-
ment in Lieu of Previous Arrangements of Tender-
ing U. S. Bonds—Much Bookkeeping Required to
Put Funds Into Use Before Specie Arrives—Transfer
of, Bars Planned to Stress Aim to Discontinue
.v# Payments on Old Scale—Announcement by New
& % York Federal Reserve Bank.

Incident to the payment by Great Britain on Dec. 15 of
the installment due the United States on its debt to this
country, the Federal Reserve Bank of New York issued the
following announcement on Dec. 14:

At the request of the Bank of England, the Federal Reserve Bank of
New York has arranged to place at the disposal of the Bank of England,
on Dec. 15, gold to the value of $95,550,000 against an equivalent amount
of gold to be earmarked for account of the Federal Reserve Bank of New
York in London pending shipment to New York.

Discussing the ramifications involved in the discharge of
the British obligation the New York “Times” of Dec. 15 had
the following to say:

Scorning the chance to save $3,000,000 by tendering Treasury bonds in
the usual way, the British Government arranged yesterday to meet to-day’s
$95,650,000 war debt installment by the payment of nearly 200 tons of
gold bars.

This spectacular and unprecedented means of making the payment, selected,
in the opinion of the financial community, to lend emphasis to Great
Britain’s contention that the remittance does not imply resumption of
the old scale of payments, but is in a separate category, was arranged by
co-operation between the Federal Reserve Bank of New York and the Bank
of England. . . .

Much Bookkeeping Involved,

The entire operation will involve a series of transactions most of which
will be merely entries on the books of the Federal Reserve BAnk. First,
the Reserve Bank will set aside the $95,550,000 gold in a separate part of
its vaults, tagged to indicate that the metal belongs to the Bank of England.
Simultaneously the Bank of England will set aside an equal amount tagged
with the name of the Federal Reserve Bank of New York.

Then, acting on instructions from the British Bank of issue, the Federal
Reserve Bank will transfer the gold from the account of the Bank of
England to the account of the United States Treasury, notifying the
Treasury that it has done so. This will complete payment. The Treasury,
however, has no immediate need for the gold, but will need several hundred
million dollars of cash to-day for use in connection with payment of
interest on the national debt and the redemption of maturing Government
securities.

Accordingly, the Treasury will at once sell the gold back to the Federal
Reserve Bank in return for a deposit credit with the bank. The deposi
80 created will be paid out during the day in meeting the Treasury’s
requirements.

Early Shipment Is Likely,

The Federal Reserve will be left at the end of the day with just as
much gold as it had at the start, but in addition it will own $95,550,000
gold set aside for it in London. This gold it will at once order shipped to
New York as rapidly as ocean transportation is available. On the basis
of past experience, it will probably take about six weeks to bring the
gold here. The shipping charges will, of course, be paid by the Bank of
England. Otherwise no charges for interest or service will enter into
the deal.

The acquisition by the Federal Reserve Bank of $95,550,000 gold as a
result of the payment has an especial interest apart from the war debts.
It means that the United States will end the year 1932 with no net loss
in its monetary gold stocks, despite the heavy withdrawals by foreign central
banks during the first half of the year.

From $4,460,000,000 at the end of 1931, the monetary gold stocks of
the country were drawn down $551,000,000 to $3,909,000,000 on June 16
last. Since then they have risen approximately $454,000,000 to about
$4,363,000,000, or $97,000,000 under the figure for the beginning of
the year.

Other Sums Are Ezpected.

The gold to be shipped from England will make up all but $1,500,000
of this loss, and that small amount will be more than covered by shipments
currently arriving from other sources.

In addition, heavy shipments of gold from France to this country have
now become a certainty as a result of the fall in the French franc yesterday
on news of France’s decision to default on her Dec. 15 war debt payment.
The franc, which has languished for over a week at the approximate
gold import point, yesterday broke to 3.90%c., the lowest price, with one
exception, since stabilization in June 1928.

At vesterday’s quotation, which.-was % point under Tuesday’s final price,
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except for a momentary fall to 8.88 on Sept. 21 1931, the day the Bank of
England suspended gold payments, when all foreign exchanges were
thrown into chaos. On that day French exchange quickly recovered and
closed unchanged at par.

In contrast to the weakening frane, the pound sterling, lately the sick
man of the foreign exchange market, continued to rally. It reached
$3.205, the best price since Nov. 18 last, and closed at $3.28%, up Y%ec.
on the day. Despite the decision of the Belgian Government to default
on its war debt payment, belgas improved % point to 13.84%c. But the
exchange had suffered a sharp decline on Tuesday, and even after yesterday’s
recovery it was below the price at which gold can profitably be exported
from Belgium to the United States.

The gold needed to make the payment on Great Britain’s war debt
to-day amounts to £19,620,123 at par, and will reduce the gold holdings of
the Bank of England to £120,768,576 if no other changes from the total
of £140,388,699 reported last week occur. At this level the British central
bank’s gold reserve will be the lowest since July 7 1920.

A e

¢«Hotheads” on Debts Warned by Marquis Reading—
Reminds Great Britain United States Is Facing
Great Problems—Counsels Reasonableness—Com-
bined Influence of English-Speaking Peoples
Needed to End World Crisis.

From the New York “Times’’ of Dec. 11 we take the follow-
ing special correspondence from London Nov. 24:

The Marquis of Reading, in a speech delivered at a dinner given for
him and Lady Reading by the English-Speaking Union on their return from
the United States, expressed his unofficial and individual opinion that the
American people realized there should be a revision of the British debt
settlement and were ready to make it.

As to request of the British Government for a postponement of the Dec. 15
instalment until such revision is arranged, however, Lord Reading warned
that the United States also had great problems, and that, while the requested
postponement might not seem unreasonable to British minds, it must
goti:e'forgotton that “it is for America and American public opinion to

ecide."

“No one can attempt to grapple with this problem," he said, *‘without
realizing that the economic and financial situation cannot be considered
without regard to the political.”

He Counsels Restraint.

He asked the hot-headed, who contemplated chiefly the burdens in-
curred by Great Britain in the debt settlement, to restrain themselves
from any word which might embitter relations with the United States.
Those relations, he believed, were better to-day than ever in history. On
the great influence of the English-speaking peoples, he said, the preservation
of peace largely depended.

His speech follows in part:

*‘On the one hand it may be said with perfect truth that when the agree-
ment was made between the United States and ou selves for the settlement
of the debt which we had incurred with that country, no one foresaw that
in fourteen years from the end of the Armistice we should be in the present
situation.

“No one could foretell that the depression of the world would be as
gl.:realt"and as critical as it has been during the last two or three years and

st

“I also would remind you at this moment that we paid more than any
other country by the agreement that was made, and we did more we fore-
went great parts of the debts that were due to us from other countries,
claiming only that we should receive from them sufficient to enable us to
make the payment due to the United States.

Debt Payment in Goods.

“The redistribution of gold throughout the world is very uneven, and if
payments cannot be made In gold we are met with another problem—
can they be made In goods and services? There we meet other difficulties.
Throughout the world tariffs are being raised so as to prevent goods being
imported into a particular country. If you take the value of goods and
commodities of to-day as compared with their value at the time we made
the settlement, it now takes at least twice the amount of goods to pay the
same amount of money as it did when we made this settlement only a few
years ago. If you do not pay in gold, you have to pay approximately
50% more to meet the exchange which, in itself, makes your burden half as
much again.

“‘America is faced as we are faced with this great problem of unemploy-
ment. Americans also have the problem of the shrinkage of the Govern-
ment revenue consequent upon the state of affairs to which I have referred
and are also faced with difficulties in regard to their budget. They have
lent money abroad. They are not sure of its safety. They are, however,
certain, that they cannot get it back at the present moment.

“That s the situation, and therefore when we lay stress on our own
difficulties, as we naturally do, and when we criticize anything that may
be said from America, we should always recall that they have similar
problems to ourselves,

“Our debt was fixed at a certain sum, we at that time believing and
the world believing that we would get reparations paid to us as well as
debts. We now know the difficulties of getting reparations, and I would
ask not only ourselves but our American friends to remember at this mo-
ment, when the question comes of paying this amount, that we are not
receiving payment at all ourselyes,

A Hard Deal for England.

“From all I have seen, read and heard, both here and in the United
States, I am confident that the feeling in America, to use an expression
which I have heard again and again from those with whom I have dis-
cussed it, is that we had a hard deal in the settlement which was made
with us. As circumstances developed the terms of that settlement have
pressed with infinitely greater hardship upon us than was ever contem-
plated, and the burden is more onerous.

“I believe, merely expressing my own unofficial, individual opinion,
that the American people are quite ready to revise the payments that
were the subject of that settlement, that they realize there should be a
reduction and that they are ready to make it. But, as I understand it,
that is not the immediate question. The immediate question is as to
whether the payment due on Dec, 15 should be postponed or not. It does
not seem to us an unreasonable request to make to them, but of course
they must be the judges of it according to their position.

“I would conclude merely with this one observation, I would ask those
who would give thought to the present state of world depression and to
the financial and economic situation—how will the world be better and
how will the United States be better by the payment of the instalment
which may become due on the 15th of December ?
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T “One of the disturbing factors in the world is that at the present moment
there is so much unquiet whispers and murmurs and faint suggestions of

* possible wars. Those in America and we here are at least at one in the

desire we have and our determination so far as we can emcompass it that
peace should be maintained. Peace shall be preserved so long as human
ingenuity can possibly preserve it. Peace shall be perpetuated and we
together, the English-speaking people of the world, speaking the language
of peace, liberty and justice, shall strive to that end.”

Treasury to Refine Gold—$250,000,000 Accumulation
at New York to Be Smelted Next Year.

From its Washington bureau the “Wall Street Journal’’ of

Dec. 14 reported the following:

Treasury will commence to refine some $250,000,000 of gold which has
accumulated at the mint in New York, commencing in the new fiscal year
beginning July 1 1933.

Under the law the Treasury is required to accept any tender of gold over
$100 which is offered it. Beacuse it was known that the Treasury's establish-
ment would be moved from 32 Wall St. to 32 Old Slip. it was decided not to
refine this gold, but to let it accumulate. Also, it was explained, the w ork
of dismantling the old refinery, preparatory to moving, has taken more

than a year.
———

Secretary of Treasury Mellon Delays Trip to United
States—Remains in England for Conference With
Neville Chamberlain, Chancellor of Exchequer.

In an Associated Press cablegram from London Dee. 15
it was stated that perhaps the first indication of new ne-
gotiations for revision of the 1923 debt funding agreement
was observed with the cancellation on Dec. 15, of the sailing
of Ambassador Andrew W. Mellon aboard the liner Man-
hattan for New York. The cablegram said:

It was learned that he was remaining over for a conference with Neville
Chamberlain, Chancellor of the Exchequer, in the morning and it was not
at all certain that he was sailing on Saturday on the Europa, which is the
last ship whieh can get him to his Pittsburgh home: n time for Christmas,

———

French Chamber of Deputies Votes to Defer Dec. 16
Payment to ~ United States—Text of Rejected
Herriot Proposal to Pay—Fall of Herriot Govern-
ment.

Rejection by the French Chamber of Deputies of the
proposal of Premier Herriot to meet, with reservations, the
Dec. 15 payment due on the debt to the United States, and
the adoption of a resolution by the Chamber deferring pay-
ment of the installment pending the conclusion of an inter-
national conference on the debts, marked a session of the
Chamber on Dec. 13, which extended into the early hours of
Dec. 14. This action carried with it the fall of the Herriot
Government. On Dec. 12 the Premuer had appealed to the
Chamber in a lengthy speech (which we give elsewhere in
this issue) not to dishonor the _obligations of the Govern-
ment. Last week (page 3956) we published the note of
Secretary of State Stimson (dated Dec. 8) to France indi-
cating that the United States failed to regard as necessary
the postponement of the Dec. 15 installment. To the
French Chamber, Premier Herriot submitted for approval
the following text of the proposed reply of France (rejected
by the Chamber), stating that France would make the
payment due, asking however, that the payment be carried
to the account of the new agreement to be reached:

The government of the French Republic takes note of the reply of the
Secretary of State dated Dec. 8 1932, in which the government of the
United States admits the possibility of an examination of all elements
affecting the French request for revision and its consideration by Congress
and the American people.

It, therefore, asks the opening without delay of negotiations tending to
revision of a rezime now incompatible witn the lezal and actual situation
set up at the demand of President Hoover as well as by acts which have
been the consequence of that act and following which payment of reparations
has been suspended.

The French Government will pay on Dec. 15, $19,261,432.50. It will
ask that this payment shall be carried to the account of the new agreement
to be reached.

It has the honor to inform the government of the United States that while
the situation provoked by the moratorium continues, and unless a new
general settlement of international debts is reached, France will not be in a
position, either in fact or in law, to undertake further charge of a regime
which cannot be fulfilled in good faith except oy the payment of reparations,

A resolution of the Foreign Affairs and Finance Com-
mittee of the Chamber of Deputies, adopted after the defeat
of M. Herriot’s plan, analysed in its preamble the effect of
the Hoover moratorium and the Lausanne agreement on the
debts situation. It declares (says the Associated Press)
that the determining cirecumstances of the debt agreement
with the United States were changed by these events and
that previous accords on debts have thus lost their force.
In conclusion the resolution said:

For these reasons the Chamber invites the Government to call urgently,
in accord with Britain and other debtors, a general conference having for its
purpose to adjust all the international oblizations and to put an end to all
international transfers not having a counterpart, a conference which would
be in liason with the world economic conference charged to make sound the
monetary situation and to restore credit.

Concerning the limited problem of payment Dec. 15, the Chamber,
despite juridic and economic considerations, would have authorized pay-
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ment, but only under the condition that the United States of America
would previously accept a conference witnh the above object. The response
addressed Dec. 11 to the British Government by the Secretary of State
of the United States no longer permits the Chamber to persevere usefully
in this way of tninking. :

Consequently the Chamber, while awaiting the general necessary nego-
tiations, invites the Government to defer payment Dec. 15.

The proceedings in the Chamber were detailed in a Paris
cablegram, Dec. 14 to the New York “Times”’ which we
quote in part as follows:

By 402 votes to 187 the Chamber of Deputies at 5 o'clock this morning
refused to pay the $19.261,432 due tne United States on Thursday |Dec. 15]
under the terms of the Mellon-Berenger agreement. Premier Edouard
Herriot who had fought a losing battle throughout the night ‘‘to save
France's honor"” was defeated and he and his Cabinet resigned later this
morning.

M. Herriot in a brilliant address urged approval of a note to the United
States that had been drafted by the Cabinet along the lines of the British
proposal for payment with reservations. '

The Chamber preferred to accept, 380 to 57, a motion proposed by the
Finance and Foreign Affairs Commissions which *defers payment' until
after a general settlement has been reached at a conference to pe summoned
apparently by the debtor countries, France taking the initiative,

Government Fights Hard.

It was a prodigious battle, far more evenly fought than the vote would
indicate. For althougn the Government seemed all through the day to be
in jeopardy. it rallied its strength again and again. It was the desertion
of the Socialists that caused its downfall. They ,with the Communists and
Andre Tardieu's and Louis Marin's followers on the Right, voted against
the Government's proposal to make the payment while accepting the promise
of revision held out by the American note of Dec. 8, demanding that nego-
tiations should be opened as soon as possible and refusing to continue pay-
ment according to the system of the Mellon-Berenger agreement, which
it was contended had been destroyed by the Hoover moratorium.

All M. Herriot's eloquence could not avail. In a speech of more than
an hour and a half, which ended at 4 o'clock this morning, he appealed to
the deputies on the ground of national honor, of policy and of wisdom not
to throw away their chance for a general settlement in agreement with all
heir creditors and their own debtors.

Cabinet Marches Out.

When the vote of 402 to 187 was announced the Premier and members
of the Cabinet, following the traditional procedure in a defeat on a vote
of confidence, folded up their papers and marched in a solemn procession,
while the Radical Socialist supporters cheered them and shouted, ‘‘Abas
Marinblum," making one name of those of the Nationalist and Socialist
leaders whose combined votes had overthrown the Government in the same
Wway as they had when they defeated Briand and Caillaux in 1926 and pre-
pared the way for Poincare.

M. Herriot went to the Quai d'Orsay, where he wrote out his resignation,
which he will present to the President of the Republic before breakfast.

Amid great excitement the Chamber then proceeded to do an unusual
thing. Instead of suspending the sitting it proceeded with an attempt to
vote the resolution of the Finance Commission deferring to-morrow's pay-
ment to the United States, which resolution M. Herriot as acting Minister
of Foreign Affairs will be compelled to forward to Washington,

Lucien Lamoureux, the Commission's reporter, went to the Tribune but
could get no further with his speech than this:

“The Chamber has manifested its will that France shall not honor the
Payment due, but has not said why. The reasons must be given."

But in a body the Radical Socialists had begun to march out of the
Chamber and the uproar was so great that the President had to suspend
the sitting long enough to obtain quiet.

Moratorium Stressed.

Throughout the debate the dominating motive in the argument or even
some of the Government’s supporters was that the whole situation had been
changed by the Hoover moratorium.

That was the contention of the Socialist, Vincent Auriol, when he spoke
for his party and he made it clear that the fate of the Government depended
on its vote. It was the Hoover moratorium in favor of Germany, he declared
which had destroyed the mechanism of the Young Plan.

In that he was in agreement witn Premier Herriot's statement yesterday,
but the conclusions he drew were different. President Hoover, Mr. Auriol
argued, had declared the moratorium without consulting Congress; why,
therefore, should not France take the initiative and simply declare a mora~-
torium pending a new settlement instead of asking her creditor to do so?
It was President von Hindenburg of Germany who had asked the United
States for a moratorium, he continued; why should not the Chamber do so?

There was no way out of the difficulty by arbitration, said Mr. Auriol,
and there M. Herriot was in agreement.

“With Prime Minister MacDonald I studied the possipility of arbitra~
tion, but we were not aole to agree in recognizing that this method was
Possible,” the Premier declared.

The Commissioners' Proposal.

M. Auriol demanded that Premier Herriot should rally to the proposal
of the Finance and Foreign Affairs Commission, which, like all the argu-
ments presented, placed responsibility for the present situation on Presi-
dent Hoover's initiative in June of last year. In part thisresolutionreads:

‘' Whereas, In virtue of the recognized rinciple of international and public
law the treaties aud conveutions should Bc executed sic rebus stantibus.

That the circunstance determining the settlement reached regarding
the debts between the United :tates and lrauce was incontestibly the
regine of payments that France was entitled to expect from Germany under
existing treaties; that the circumstance was affirnied at the moment of the
signature of the Iranco-Anierican agreements, &c., and

Whereas, This determining circumstance was integrally modified by
the suspeusion of all international payments in June, 1931, and in con-
sequeunce of the Lausanne Treaty.

“That this modification of the circumstances was provoked by the
Initiati, e of President Hoover and was therefore the work of the American
Government; aund

** Whereas, Recommencenient of payment by France could only be under-
taken by puttiLg into force the most important payment of the Youn
Plan, which would cause the annulment of the Lausanne a, reement an
provoke a general failure prejudicial to the interests of the nited States
‘}se”i al!lﬂd wguld destroy the first efforts at reconciliation and reconstruc-
tion in Europe. .

“The Chamber writes the Government to summon, in accord with
Great Britain and the other debtors, a meeting and general conference
%&hat would have for its aim the adjustment of all international obligations,""

e

*‘Insofar as the limited problem of thefpayment due Dec. 15 is concerned,
the Chamber, in view of the attitude of the United States in reply to the
note of Dec. 11, invites the Government to defer payment while awaiting
the necessary general negotiations."
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All yesterday and during all the days of the past three weeks Premier
Herriot had fought an uphill battle to try to convince his Congress that
Payment was not only necessary for the sake of honor but necessary for the
sake of interest. To his aid came some of the wisest heads in all parties,
and his own party for the most part stood solidly behind him®* But the
Right and the Socialists opposed payment on every kind of juridic ground.

Commissions Rejected Plan

The Government's proposal to the Chamber was that payment should
be made on almost exactly the same conditions proposed in the last British
note. To that proposal the Finance and Foreign Affairs GCommissions
replied early yesterday afternoon in the negative, demanding and proposing
later to the Chamber that payment should be deferred pending a new
general settlement, ., . .

Invokes Briand-Kellogg Pact.

Developing his argument in a torrent of eloquence such as had not been
heard even in the French Chamber for a long time, the Premier invoked
the Briand-Kellogg Pact.

““Are you who initiated that pact with America going to use veiled
force?' he cried.

Then, turning to the question of France's signature on a contract, he
took up Pierre Cot’s argument.

“For 14 years we have in our international life insisted almost daily on
the sanctity of the written word,” he declared. *It is the basis of our
family life in France. It is on fidelity to a signature that our whole system
is based. Are you going to destroy that?

““How can you throw down a man who is insisting that you adhere to
a contract that you signed and he did not?

“I am asking for no sympathy. I might have shirked this responsibility.
As this is my fate I accept it, and I believe that this country will respond
and approve a man who has sought to save its honor,"*

M. Herriot's speech created a tremendous impression. His followers
rose cheering and even his opponents could not avoid joining in.

Such was the emotion that it was evident the house could not take an
immediate decision. There had to be time for reconsideration of the
position and at 4 o'clock a suspension was accorded to permit the parties
and groups to reach a final decision. The voting hegan at 4.40 A. M.
[11.40 P. M. Tuesday, New York time:.

Yesterday's events were cumulative in excitement and like a well-
planned drama in their development. As a chorus to all that was happening
inside the Palais-Bourbon and the Qual d'Orsay there was the incessant
movement of a crowd of young and older protesters who surged up and
down the Boulevard St. Germain shouting, “Down with debts.” 'There
was a fever in the atmosphere as in those days in July 1926, when the franc
was trembling,

Herriot Gets British Nole,

By eight o'clock in the morning Premier Herriot was informed from
London that the British Government had sent a new note to Washington
maintaining unilaterally its reservations. He then immediately drafted
a French note which he proposed to submit to the Chamber of Deputies
and obtained unanimous approval of his Cabinet,.

His next step was to pay the note before the Finance and Foreign Affairs
Commissions. But these were still strongly under the influence of Monday's
note from Secretary of State Stimson to London and both rejected the
government's proposal. They together drafted a joint resolution which
concluded by recommending that the Chamber vote deferment of the
Dec 15 payment.

This announcement, read later by Lucien Lamoureux to the Chamber,
was received with almost unanimous cheers. At that moment it seemed
certain the Government would be overthrown,

Louis Marin had previously spoken in favor of repudiation of the debt.
M. Herriot immediately took up the challenge of M. Lamoreux and fought
back with all his strength. He accused the Radical Socialists in the com-
missions of having turned coat and almost of stabbing him in the back.

Louis Malvy, President of the Finance Qommission, and Francois
Albert, head of the Foreign Affairs Commission, gave some explanations
of their attitude, both basing their argument on the fact that Washington,
having rejected the British reservation, would do the same to those the
French Government was attaching to its payment and that France would
pay and the reservations would be of no value The two commissions had
voted for the first, second and fourth paragraphs of the Government proposal
and had rejected the third, which proposed payment, suostituting for it
their own proposal that payment should be deferred until after the con-
clusion of a necessary general negotiation,

Dangerous Moment for Herriot,

There was a dangerous moment. Henry Franklin-Bouillon was listed to
speak, but preferred to suggest closure of the debate. If a vote had been
taken then, the government would have been beaten.

However. Gaston Bergery, reporter of the Foreign Affairs Commission,
carried on the debate until the dinner hour, arguing that payment of
the debt could not be justified either in law, in equity or in fact. There
were other speakers to be heard, and George Pernot of the Rightv Oentre,
speaking against closing the debate, won unanimous applause by declaring;

**When a creditor prevents a debtor from meeting engagements he loses
all right to claim payment.”

France, he said, had the juridic right to continuation of the moratorium,
which was of American initiative, and that was al] she was asking

When the adjournment for dinner came every one was agreed the Govern-
ment would be defeated. But two Deputies, Georges Chauvin and Bernard
Nogaro, had agreed to take up the Government proposal and move It as a
counter proposition to that of the Finance Commission. That raised a
curious point of procedure. If the Government made the counter proposition
a question of confidence and was beaten, no reply to the United States,
one way or another, seemed possible by Thursday. Ilurried consultation,
however, showed vthe Chamber, even without the Government., could reply
negatively to the United Statves through the Acting Foreign Minister.

—— .

United States Notified of Default By France—Resolu-
tion of French Chamber Deferring Payment.

Formal notice of the overthrow of the Government of
France headed by Premier Herriot by a vote of the Chamber
of Deputies refusing to make France’s war debt payment
on Dec. 15, was conveyed to the United States in a -note
delivered to the Department of State by Paul Claudel,
French Ambassador, and made public on that date by the
Department. The “United States Daily,” of Dec. 16,
reported this and added:

Accompanying the note is a copy of the resolution adopted by the French
Chamber of Deputies on the subject.




Volume 135

The note and the resolution, dated§Washington, Dec. 14, follow in

full text; :
M. Claudel's Note.

“Mr. Secretary of State;

“The President of the Council requests me to inform Your Excellency
that, as his Government was overthrown this morning by a vote of the
Chamber refusing authorization to make the payment of Dec. 15 in con-
nection with the war debts, he is no longer able, under the terms of the
Constitution, to continue the negotiations entered into with the Ameri-
can Government, as his authority now extends only to the dispatch of
current business.

**Mr. Herriot requests me to express to Your Excellency his deep regret,
together with his sincere thanks for your great courtesy in your diplomatic
relations with him.

*‘Please accept, Mr. Secretary, the assurance of my highest consideration.

(Signed) CLAUDEL."
Tezt of Resolution.

The following is a translation of the text of the resolution voted by the
French Chamber on the morning of Dec. 14:

“The Chamber invites the Government to convoke as soon as possible,
in agreement with Great Britain and the other debtors. a general conference
for the purpose of adjusting all international obligations and putting an
end to all international transfers for which there is no compensating trans-
action. This conference, in connection with the World Economic Con-
ference, will have as its task the improvement of the monetary situation
and che restoration of credit.

**As far as the particular question of payment on Dec. 15 is concerned,
the Chamber despite legal and economic considerations would have author-
ized settlement, had the United States been willing to agree in advance
to the convening of the conference for the purposes indicated above.

*“The reply of the Secretary of State of the United States to the British
Government on Dec. 11 no longer permits the Chamber, as a practical
measure, to maintain this point of view. Consequently, the Chamber,
pending the necessary general negotiations, invites the Government to
defer payment of the installment of Dec. 15."

ERD .

Speech Before French Chamber by Premier Herriot
Proposing Payment of Debt Installment to United
States With Reservations — Responsibility for
Debt Situation Charged to President Hoover—
Overthrow of Herriot Government.

The stand of Premier Herriot of France on the question
of the Dec. 15 debt payment of that country to the United
States, outlined at considerable length by the Premier before
the French Chamber of Deputies on Deec. 12, brought the
overthrow this week of the Herriot Government. The Pre-
mier, in enumerating several proposals in the solution of
the debt problem, indicated as one of these a refusal to
pay, but cast this aside with the declaration “from the depth
of my personal and my political conscience I reject this pro-
posal.” The Premier further asserted:

I do not accept that this payment shall be dishonored, and these are my
reasons: First, we cannot make now any definite gesture while we have
not in front of us the President who can take the decision, while a new
Government which has not yet come into office has not received this
request which it seems to ask.

We cannot compromise at a time like this a settlement which must last
62 years. That is one argument, Here is another: I fear what will happen
in the United States if we refuse to honor this payment. There is just
now a terrible misunderstanding between that country and ours. There is
over there an enormous prejudice on the part of the cynical press and of
odious mren who must be fought, and I am timing measures to try to
beat them. . . .

I refuse not to honor this payment, because of the international conse-
quences. France is a debtor, but she is also a creditor. I have here a list
of our debtor countries, China, Hungary, Rumania, Germany, Bulgaria,
Poland, Turkey, Chile, Yugoslavia and more. One wmust look at the
repercussion of our decision on our own debtors. Great Britain also is
thinking of that. Take care that you do not compromise some interests in
trying to safeguard others. Do not look only at this problem from the
point of view of France and America, . . .

We must pay,.but with reserves which I cannot propose to you now, for
we are negotiating them in an accord with Great Britain.

From a Paris cablegram, Dec. 12, to the New York “Times,”
recording what the Premier had to say in his speech before
the Chamber on that day, we quote in part as follows:

Responsibility for the present debts situation in Europe and for the
necessity of asking revision of French war obligations to the United States
was laid on President Hoover by Premier Edouard Herriot in a speech in
the Chamber of Deputies this afternoon.

He held that American intervention on reparations, leading up to the
Hoover moratorium, had coupled the reparations and war debts, and that
the release of Germany from payments had been the result of the President’s
initiative. Also he said American private debtors had gained by the
lightening of Germany’s payments and the consequent loss to European
creditors. Hence France was pressing for revision of her own payments,
he asserted.

This was the French case as presented by the Premier. Nevertheless, he
will ask the Chamber of Deputies to authorize payments to the United
States of the French debt installment on Thursday, with reservations calling
for revision of the agreement. He did not call for a vote to-day as he
wished to consult the commissions of the Chamber having the matter in
charge and to await the action of the British Government on the Stimson
note rejecting the British conditions for payment.

In another item in this issue we refer to the fall of the
Herriot Government on Dec. 14, and the vote of the Chamber
to defer payment on the debt. From the Paris account to the
New York “Times” we take the following translation of the
speech by Premier Herriot in the French Chamber on
Dec. 12:

I desire to make as clear as possible an explanation, which I owe to
the Chamber, to permit it to make a decision on a subject which profoundly
disturbs us.
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I have therefore arranged what I have to say in three parts: First, a
history of events which will illunrinate the present situation; second, an
analysis of the negotiations on the payment due Dec. 15 ; third, the solutions
which are possible, among which I shall indicate that which the Govern-
‘ment will offer.

I shall not go further back in history than the Chamber session of 1929,
when the debt settlements were ratified. At that time Premier Poincare
made a detailed and very exact exposition of all that had happened previ-
ously. There are only two facts in that period which I shall recall. One
which is important is the manner in which the war was ended.

Grateful for War Aid.

There is none among you who does not remember the admirable services
rendered by the United States to the common cause. No one will ever
forget that intervention, which at a difficult moment raised the American
Army fromr 182,000 men to 5,000,000, of whom 2,000,000 came to France.
We do not forget that the United States sent us 2,000,000 tons of steel,
5,000,000 tons of foodstuffs, and that it increased its fleet from 2,000,000
to 6,000,000 tons.

If ever we should forget that magnificent page in history the silent
testimony of those 75,000 graves in Belleau Wood and St. Mihiel will
always serve to remind us.

But just gratitude for the past does not prevent free men from speaking
frankly to free citizens, and it is perbaps because there has not been
enough of such frank speaking that so many misunderstandings exist.

When the treaty of peace was signed, and when its application became
necessary, we had, at the demand of the Americans, to abandon many of
our just desires. Though the French delegation never officially proposed
that the financial consequences of the war should be pooled, in March 1919
the Assistant Secretary of the Treasury let it be known such a proposal
would not be entertained.

Compromise Was Accepted.

A return to the Saar frontier of 1814 was opposed by the Americans.
There were other proposals, such as that the left bank of the Rhine should
be put under control of the League of Nations, which encountered the
same opposition. We accepted a compromise: temporary occupation of the
left bank with a treaty guarantee of security which should have been signed
by the United States and England.

But the Treaty of Versailles was not ratified. We did what was asked
of us, and even reduced conditions which had been approved. But the
guarantees of security camre to nothing, and I have the right to say that
these initial difficulties have their repercussion in those which we have
met to-day.

While there is any talk of a link between debts and disarmament I
have a right to recall these memories to the large-minded men of the
United States.

We asked then for the organization of peace. But Leon Bourgeois’s
proposal was abandoned at the desire of the Americans. And we did not
have the Leon Bourgeois plan, and in the League of Nations we did not
have the United States themselves. Again, I repeat, these events led to
many of the existing complications.

Caillauz Agreement Stressed.

I wish to note another fact. In 1926, after seven years of effort, search
and travail in attempts like that, the Caillaux agreement was reached. But
it is also a fact that, before signature of the contract on April 28 1926,
Henry Berenger, whose effort can be better appreciated to-day, went before
the American War Debt Commission. Referring to the declaration of
Secretary Mellon, which had invoked consideration of capacity to pay, he
recalled that the plan of settlement proposed took into account the actual
financial situation of France and of debts that were owing her under
other international agreements.

Recalling these facts to your attention, I will not deal with the resolution
voted by the Chamber of Deputies in July 1929, at the time when the law
was voted which authorized the President of the Republic to ratify the
Washington agreement for consolidation and repayment of our debts in 62
annuities.

You will note that I recall that the Senate and Chamber voted reserves,
which the then Finance Minister did not think he could incorporate in the
text, declaring that charges which resulted from the agreement should be
exclusively covered by sums due from Germany over and beyvond reparations.
There was no doubt that these reserves were independent of the text in the
law, but there is also no doubt that, at the same time, the Young Plan
was voted.

Americans Were Invited.

I shall confine myself to texts and facts. What was the Young Plan?

When it was necessary to take the measures that resulted in the plan,
the help of American experts was asked. They were jointly named by
the Reparations Commission and the German Government. They were
important men—Owen D. Young and J. P. Morgan. It was Mr. Young
who was unanimously elected President of the meeting that made the
plan to which his name was given.

It cannot be contested that in the plan, established under the direction
of the American President, there was at least a political link between
reparations and debts. The system adopted was that of an unconditional
annuity fixed at a figure below the capacity of payment of Germany, even
at the lowest estimate, and of a variable annuity from 1930 to 1988 equal,
at least in a measure, to the payments from the Allies to the United States.

The creation of the Bank for International Settlements, hoth in its
statutes and its name, indicated this common desire to institute composition
of international settlements, and it is certain that many among us rallied
to the idea of this bank only because of the hope of seeing a new clearing
house of an international order.

So, even taking into account that these reserves were not written into
the law, it is certain that the Young Plan was established in such a
manner as to assure correspondence between reparations and debts, and
that if it had functioned this debate would never have been necessary.

French Interests Largest.

The Young Plan assured a net annual balance in pounds sterling at par of
1,400,000 to Great Britain, of 20,100,000 to France, and of 1,500,000 to
Ttaly, which permits me to draw to the attention of our friends in the
United States that France had larger interests than Great Britain or any
other country, The problems must not be considered in an abstract
fashion, They are ectualities, and that is what justifics me in saying
that if this balance had been maintained to France most Frenchmen would
now be perfectly satisfied.

It was President Hoover’s intervention which broke down the plan and
put everything back where it was.

I do not wish to indulge in any retrospective polemics, but here I must
speak precisely.

In the first part of his declaration President Hoover lays down very
clearly the principle of association of debts and reparations.
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“The American Government,”” he wrote, ‘‘proposes the postponement
during one year of all payments on intergovernmental debts, reparations
and relief debts, both principal and interest, of course, not including
obligations of governments held by private parties. Subject to confirmation
by Congress, the American Government will postpone all payments upon
the debts of foreign governments to the American Government payable
during the fiscal year beginning July 1 next, conditional on a like post-
ponement for one year of all payments on intergovernmental debts owing
the important creditor Powers.”

“Contradiction” Is Seen.

The President then suggested to the American people to act as wise
creditors and show themselves good neighbors.

I know very well that by one of those contradictions which we have
found, which we are going to find again, and which must be settled one
day, President Hoover declared that he did not approve cancellation of
debts but that he acted in full logical accord with the principles of
American policy in taking into consideration the abnormal situation in
the world and that he was sure the United States would seek to extract
from its debtors no sum that exceeded their capacity to pay.

“Reparations,” he added, “is necessarily wholly a European problem
with which we have no relation.”

In his text, there is opposition to revision of cancellation of debts, but
not to a moratorium, which is exactly what we have asked for.

And surely, if one wishes to avoid any connection between reparations
and debts, the best means is not to mix oneself with. reparations. The
American proposal, accepted June 24 1931 by France, brought about
agreement July 6, but application raised some difficulty. I have inserted
some of these difficulties. America insisted on getting satisfaction for
interest at 4%, while the creditor nations of Europe accepted 3%.

Lost Place as Creditor.

This initiative of a moral character had one result, which was as follows:
According to figures of Roger Nathan, which have not been contested, it
costs France £16,700,000; Belgium, £2,400,000; Italy, £1,800,000.
You will notice that we always are the most privileged. This moratorium
cost us much more, for it cost us our position as a creditor. Both politically
and morally, there is a formidable fact, against which even juridic argu-
ments avail nothing.

Was that all? In July 1931 the threat of the financial collapse of
Germany gave rise to much emotion almost everywhere—above all, in
banks.

I say this with pride: Although France was not in full agreement on
reparations with her former enemy, she did not refuse to go to her help.
There was a conference in London. It seemed so important to America,
because of the amount of American credits frozen in Germany, that the
United States was represented by Mr. Stimson and Mr. Mellon. This
conference recommended the constitution of a commrittee which was once
more presided over by an American banker, Mr. Wiggin.

This committee recognized the link which exists between private and
public debts, between private and public credit. It proclaimed that before
the end of the period of equalization the governments should give assurance
that international political relations should be established on a basis of
mutual confidence. It recognized that the German payments were linked
to the economy of the whole world.

How can one describe the immense disillusion of France when, confident
in the advice of those who called her to international meetings and claimed
credit for a solution which was at least momentarily profitable, she finds
that an exactly contradictory doctrine to that which was formerly advocated
is now invoked?

Communique of October.

Then there were the conversations between President Hoover and Pierre
Laval and the communique of Oct. 25 1931.

The signatories to this communique recognized that “in so far as inter-
governmental obligations are concerned”—we find this term a second time—
“prior to the expiration of the Hoover year of postponement, some agree-
ment regarding them may be necessary covering the period of the business
depression, as to the terms and conditions of which the two governments
make all reservations. The initiative in this matter should be taken at an
early date by the European Powers principally concerned, within the frame-
work of the agreements existing prior to July 1 1931.”

[Pierre Flandin interrupted the Premier to say surely he meant July
1932.]

The official text bears the date July 1 1932, but M. Laval tells me it
should read July 1931. However, that detail is unnecessary to my
argument.

Once more an appeal was made for the restoration of confidence: ¢“Old
Europe, unite, forget your follies, listen to our wisdom. When you have
put in order your o!d historic house, we shall be there to give you your
engagement, or perhaps your wedding, present.”

Basle Meeting Followed.

Europe heard. Above all, Germany was listening. Inspired by these
suggestions, she asked at the end of November for a meeting of the special
consultative committee set up by the Young Plan. The committee met
at Basle the 8th of December. On the 23rd it adopted a unanimous report.

Until to-day Germany is the only beneficiary of the measures for which
this good France—unless perhaps it is this evil France—was invited to
take the initiative. These experts made one declaration which should be
quoted from the definite official text. But before we examine that let us
ook at the resolution which the American Congress voted on the mora-
torium on foreign debts Dec. 18. The fifth paragraph of this resolution
declares expressly that it is contrary to the policy of Congress that any
fr.zctiog of the debts due the United States from foreign States should be
reduced.

After the moratorium, after the reply of France, after the Washington
communique, Congress takes this resolution seriously; and yet, however
gerious it is, there is nothing against the moratorium which President
Hoover had asked for Germany and to which France had consented.

The experts who met on the appeal for confidence declared they would
not have the impression of having done their duty if they did not eall the
attention of the Government to a crisis which had surpassed in extent the
relatively short period covered by the Young Plan. And so in this search
for confidence, in this recourse to hope, it was not the relatively short
period of depression foreseen by the Young Plan that was taken into account.
Its signatories were invited to extend this period beyond the previous limits.

But was there a crisis in only one country? Has not France felt it?
And if that is forgotten, have we no right to recall that this erisis has hit
France as severely as any other and before any others? After having
suffered the martyrdom of invasion for four years, she had to reconstrnet
the devastated districts. Her courage returned to her. She saw her
money weaken and she had to make enormous sacrifices.
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Reduction of Reparations.

Following the Washington communique, the request of Germany and the
conference of Basle experts, there was the conference at Lausanne. At
Lausanne, I was glad to get adopted this point of view-——that the question
of a moratorivm must be dissociated from that of revision of reparations.
The resolution of June 16 instructed another moratorium, which we called
a moratorium of work, similar to that which we have just demanded.
Finally, the conference arrived at reduction of Germanys’ reparations to
the forfeit sum of 3,000,000,000 marks. Two documents were drawn up.
One of these is a gentlemen’s agreement which envisages two hypotheses:
If the creditors of the Government of Germany obtain a satisfactory settle-
ment of their own debts, the agreement with Germany will come into
effect. If, on the contrary, the settlement in question cannot be obtained,
the agreement with Germany will not be ratified and the governments will
wmeet once more. In that case, the legal position of all interested govern-
ments will become again what it was before the Hoover moratorium.

As for the situation of France with regard to Great Britain, that was
fixed by the letter of the British Chancellor of the Exchequer on July 9 1932.

In this document the British Government expresses regret that it will
not be able to consider, except in a general plan, cancellation of the debt
of France to Great Britain, but it agrees that interest be suspended until
ratification of the Lausanne agreement, or until a decision is taken not to
ratify it.

Results Were Thought Good,

I went without joy to the Lausanne conference. However, when the work
was finished, when we had, with our British friends, found that we had
taken the initiative in reduction of intergovernmrental debts and suppression
of transfers, we thought we had reached good results. These transfers
of money without counterpart are without doubt one cause of world disorder.
They are like a ship that carries freight only one way and never brings
anything back. We were full of hope, as Prime Minister MacDonald
expressed it in his final speech, because “the United States have
encouraged us to hope that they will co-operate with us in examination
of some of our greatest problems.” We told each other that Europe
had done her duty and now we must wait. We waited. What has
happened ?

The Lausanne agreement was not materially unfavorable to the United
States. Without valuing the enormous repatriation of capital which
followed Lausanne, one may say that Lausanne valorized at 100% private
credits of the United States in Germany.

Reaction in United States.

And what words—some of them very deceiving—did we not hear? I
recall with what reaction I read the reply made on July 15 by President
Hoover to Senatoh Borah. Speaking of the conference at Lausannee, he
said: “This is purely a European problem. The United States is in no
way involved.”

If Secretary Stimson, from whom I had several proofs of friendship
for which I am very grateful, expressed his satisfaction on several occa-
tions with the Lausanne agreement, perhaps he has also regretted that he
could not put it into action.

As for the Chairman of the Committee on Foreign Relations, of whom
I speak only with the greatest regard, and even with some hope—for I
know him to be a man of courage—he described Lausanne as a bright light
on a dark picture of fear and hate from which might be hoped the beginning
of the end of human sufferings.

“Lausanne,” he said, *“is of the greatest importance for re-establishment
of confidence, but other steps also must be taken. The proof of Lausanne
and its fulfillment must be at Geneva.”

At Geneva, perhaps! But also at Washington |

France’s Actions Praised,

I think I have shown that France has done her duty. She has responded
to all appeals for her ancient enemy, to all appeals to her conscience.

I don’t know if she has taken every precaution, but she has on her
side the spirit that vivifies, and I defy uny one to show that she has not
done her duty as fully, perhaps more fully, than any other nation.

Passing now to the negotiations concerning the payment of Dec. 15, I
may say we began this negotiation in conditions which a kind of fatality
has rendered deplorable. As you know, at this moment, the whole political
personnel of the United States is being renewed. A new President and a
new Congress have been elected, but it will not be until March 4 that the
new President will enter into office, and this new Congress will not
meet until December 1933, unless President-elect Roosevelt convokes it in
special session.

These facts form an important element in the decision which I shall
announce to you. :

[M. Herriot then briefly described the exchange of notes and refusal of
Washington to extend a moratorium France asked ] :

1 have before me another document which should be known, for soon
it will be with Mr. Roosevelt that we shall have to deal. I refer to the
declaration made by Mr. Roosevelt, on Nov. 23 this year, that Congress
should always consider in a courteous manner the arguments of a debtor—
that such is an essential obligation of civilization, applying to nations as
well as individuals.

Roosevelt’s Stand Emphasized,

Mr. Roosevelt added that no action by Congress in this matter could
limit the constitutional power of the President to maintain contacts with
foreign governments, the advantage of this method being that it permitted
each debtor country to call his attention at any moment to new facts in
the situation.

From this declaration it may be permitted to conclude that Mr. Roosevelt
desires conversations, and that afterward he will reserve to himmelf the
right to act through the medium of diplomatie negotiations for examination
of the demands of debtors.

Very rapidly I shall now give a resume of the character of these negotia-
tions. We have not had to deal with the United States alone. We have
had to take into account the attitude of Great Britain for several reasons,
of which one is that we are debtors to Great Britain also.

From the beginning of these negotiations until now, the British Govern-
ment has shown toward the French Government and the French people what
I cannot describe otherwise than as a most admirable loyalty, correctness
and confidence.

Admiration for Great Britain.

T believe T am right in saying that if Great Britain had wished, it would
not have been difficult for her to obtain separate treatment. I have no
right to show you the numerous diplomatic documents which have been
exchanged day by day, hour by hour. If you knew of them you would
be full of gratitude and admiration for that great nation, which, in all
matters, but above all in money matters, is always upright.

Now I come to the choice of a solution. Whatever you do, you would
not find any entirely satisfactory solution. I fear that you will be con-
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demned to seek only that one which has, monetarily, the least incon-
venience. .

Here are some figures that are necessary, Before the armistice the
Tnited States advanced to us $1,970,000,000, and after the armistice
until March 1920, $1,027,000,000, and $400,000,000 for stocks. In
nominal value our debt is $4,025,000,000. Before the Mellon-Berenger
agreements, we paid $400,000,000, and after it $87,000,000.

Our debt to Great Britain is £653,127,000 sterling.

[M. Herriot then described briefly the amounts involved and the attitude
of various countries with respect to the Dec. 15 payment, down to Secretary
Qtimson’s reply to London last night. He reminded the Chamber that Prime
Minister MacDonald was holding a Cabinet meeting as soon as he reached
London to-day, and then turned to the French situation.]

I shall leave aside those artificial solutions which have been suggested
but which are not worthy of a great country which has never done anything
mediocre and which will not begin to do so under my Government.

Earmarking Was Rejected.

For that reason, I have set aside those ingenious proposals for earmarking
at the Bank for International Settlemrents or in blocked accounts. They
offer all the disadvantages of non-payment and none of the advantages of
payment. The system of handing over bonds seems to me equally disagree-
able. A great nation like France does not put her credit in the hands of
the creditor. Many have been attracted by the suggestion of arbitration.
We have two treaties of arbitration with the United States, the Bryan
accord of 1914 and the accord of Feb. 6 1928. One might be tempted to
gee if the solution of arbitration might not be desirable during the waiting

riod.

I:‘el have studied the treaties with the desire to have recourse to them,
but I do not think it possible for the moment. We have the right, under
the Bryan accord, to convoke a commission of conciliation which would be
presided cver by M. Loudon, the Minister from Holland in Paris, and at
which France would be represented by Louis Renault until his death.

But this commission has the right to order conservatory measures, such
as consignation of money, and it could not result in arbitration under the
accord of Feb. 6 1928. But arbitration is supposed to be compromise. This
compromise would have to be approved by the French Parliament and the
American Congress, whose attitude is known. Thus, arbitral judgment would
not be immediately executable.

For myself, T have more confidence in moral than in juridic arguments,
and for that reason 1 have rejected the solutions of blocked accounts and
arbitration.

Cites Three Solutions Open.

Three solutions remain possible.

There is first payment without condition or reserve. I do not accept a
payment which does not take into account the Hoover moratorium. I shall
not cease to defend the rights of France which result from these interven-
tions which I cited.

There is next a refusal to pay. From the depth of my personal and my
political conscience, I reject this propesal. 1 can understond fully that
France and the French Parliament should feel strongly, but I shall not be
the man who will refuse to honor the signature of France.

I understand this public outburst of feeling, that, after all our sufferings
with our million and a half dead in the war which to others was only a
far-away tragic episode, we should have been refused a moratorium or
delay. I feel it as you do. I must control myself to be able to ask you
to take a different decision.

I must raise myeelf above circumstances and passions so as to see only
the permanent historic interest of France.

I have the right to ask myself what will happen, not to-morrow, but
later; and, though I may represent France for only one minute in her
history, it is my duty during that minute to assure the continuity of the
French position.

That is how I have approached this problem and why I now present to
you the arguments opposed to the popular reaction, of which an echo
reached me yesterday when the war veterans, who are more qualified to
speak than any others of us, came to me with their petition.

1 do not accept that this payment shall be dishonored, and these are
my reasons, First, we cannot make now any definite gesture while we
have not in front of us the President who can take the decision, while a new
Government which has not yet come into office has not received this
request which it seems to ask.

We cannot compromise at a time like this a settlement which must last
62 years. That is one argument. Here is another. I fear what will happen
in the United States if we refuse to honor this payment. There is just
now a terrible misunderstanding between that country and ours. There
is over there an enormous prejudice on the part of the cynical press and of
odious men who must be fought, and I am timing measures to try to
beat them.

But attention must be given not to permit this misunderstanding to
become aggravated to the point where it would become definitive. Who
knows what would happen if we acted before those accumulative prejudices
were dispersed, which were created by the abominable gold campaign. We
must recognize that this people {s also suffering. They are suffering from
deception. They thought indefinite production, machinery and high wages
would perpetuate prosperity. Abruptly, this policy proved bankrupt. And
in the deception which resulted they have, as everywhere, looked for those
responsible. At present they think it is France.

Tariff Wars Attacked.

I know that some are not afraid of a tariff war, though already it is
tariffs which are one great obstacle to settlement of this problem, for it is
absurd to demand payment from a country whose merchandise is refused.

[M. Herriot recalled a passage from the Berenger report, in which it
was mentioned that these debts were not a simple advance from one treasury
to another, but that the bonds were held by 61,000,000 subscribers.]

Think of those 61,000,000 subscribers, when you mrake your decision.

This is my third argument: If refusel to pay destroys the 1926 settle-
ment, we will go back to that terrible discussion which lasted seven years,
during which we argued without end.

Fourthly, I refuse not to honor this payment, because of the international
consequences. France is a debtor, but she s also a creditor. 1 have
here a list of our debtor countries, China, Hungary, Rumania, Germany,
Bulgaria, Poland, Turkey, Chile, Yugoslavia and more. One must look at
the repercussion of our decision on our own debtors. Great Britain also
is thinking of that. Take care that you do not compromise some interests
in trying to safeguard others. Do not look only at this problem from the
point of view of France and America.

Urges Close British Bond.

Then let us be careful not to become separated from Great Britain.
Some of you mocked at the pact of confidence with Great Britain. Do you
belleve in it now? It has been the basis of my policy, and you need not
be astonished if I oppose any policy of isolation.
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Finally, in what manner would a man be received in an international
conference who had failed to respect his contracts? All our defense against
Germany has been based on the ground of contracts. It is on the sanctity
of contracts, and on that alone, that we must found our policy. That iz
why I do not wish that the signature of France should be dishonored at
this moment when I am its guardian.

We must pay, but with reserves which I cannot propose to you now,
for we are negotiating them in an accord with Great Britain.

[M. Herriot then announced he would submit these reserves later to the
Finance Commission. He concluded his speech by recalling how, just 100
years ago, the United States was claiming from France a debt engagement
of Napoleon’s Government. Louis Philippe was then on the throne of
France. His Mimster, the Duke de Broglie, was in favor of the payment,
but was overthrown. One year later the Duke de Broglie had to be recalled,
and the payment which had been refused a year before was ratified.]

For me this payment is in a way conservatory of our interests. If we do
not honor it, I do not see in what manner we could continue the negotiations,

R St

Misunderstanding on” Debts Alarms Senator Berenger
“"of France—Sees American Policy Favoring Ger-
many.
_ Senator Henry Berenger, who negotiated the French war-
debt setticment with the United States in 1926, writing in
the “Revue de Paris” before the morning’s vote (Dec. 14)
in the French Chamber of Deputies, professed alarm over
the new outbreak of misunderstanding between Europe
and the United States which has resulted from the discussion
of Europe’s request for the extension of the Hoover mora-~

torium -on intergovernmental debts. This is indicated in
wireless advices Dee. 14 from Paris to the New York “Times”

from which the following is also taken:

““Very rarely,” he wrote. has a more dangerous conflict threatened
humanity."

M. Berenger pui the chicf klame for the present situation on the man-
ner In which, he said, American policy has favored Germany ever since
1920, first in the separate peace made petween the two nations, then
in the Dawes and the Young plans for settlement of German reparations,
and finally in the Hoover moratorium and the pressure exercised by Presi-
dent Hoover on the European governments in 1931 and 1932. . 14

“If the Americans wished to be paid in full the annuities in the agree-
ments they signed " he concluded. “‘they should not have prevented their
debtors from recovering claims on other debtors. They should not have
asked for a third-party moratorium.

‘By intervening in European affairs they have exposed themselves to
the accusation of having played a double game in order to ruin their own
deotors.'"

M. Berenger said that the only way out of the misunderstanding was a
new approach to the whole question and a reduction by 90% of all the war
debts, as was done by the European countries in the case of Germany at

Lausanne.
—_—————

France Duped,”Shouldn’t Pay on"Debt, Louis Marin

Argues in French Chamber—Deputy Says All Paris
Has Received Is a Tariff War and German Arma-
ment—Assails Hoover Policies.

The following (United Press) from Paris, Dec. 13, is from

the New York “Herald Tribune’’:

Louis Marin, gray-haired, feeble leader of the Right Wing Nationalists,
opened the attack in the Chamber of Deputies this evening on the Govern-
ment's project to pay, with unilateral reservations, the war debt instal-
ments due to the United States on Dec. 15.

M. Marin’s argument: suffered, however, when Premier Edouard Herriot,
calm under the strain of the approaching crisis. employed his wit to advan-
tage and made humorous interjections. The Deputy tried to draw a
parallel for the debt controversy in a quarrel between landlord and tenant,
M. Herriot interrupted with “Everybody knows that the tenant must pay
his rent and then argue.”

The same paper published the following Associated Press

account from Paris, Dec. 13:

Louis Marin, in assuming the function of spokesman of the anti-paymens
Deputies, took particular exception to Premier Herriot's appeal yesterday
that the Chamber refrain from dishonoring the signature of France. No ona
wants to strike a blow at the sanctity of the nation’s given word, he de-
clared, asserting that France wants o respect her contracts, but that every-
one must take the consequences of his own acts. This was a reference
to the Hoover moratorium.

““Where can you find a man of common sense who will not admit thag
our interests have been harmed by the Hoover Initiative?" he demanded.
*“What has broken the contract which France signed? It was the initiative
of President Hoover when he launched his moratorium.

Mr. Hoover, M. Marin said, declared that the moratorium would im-
prove the situation in Germany. but that situation had only grown worse,
“and all Europe has felt the bad_ effects, The British pound sterling,
solid for a century, has fallen.”

*The entire American press,” he declared, “forecast the moratorium,
;:;hy7 American credits invested In Europe had reached 450,000,000,000

nes."

He read what he sald was a report of the Finance’Committee of the United
States Senate, asserting that, as a result of certain operations by American
bankers, the committee and the President had warned the bankers that in
Germany the payment of reparations had priority,

There was more applause when he exclaimed-

“If we pay now. why shouldn't_we pay on June 15, and for that matter
for the next 60 years?

*We are not bound to pay because of the Hoover moratorium. We
don’t want to be dupes.”

Refers to Basel Report.

He argued that the report of the Young Plan experts who met at Basel
had strengthened the French position.

“If we pay,” he sald, “‘'we no longer can use the arms provided by Basel.
‘We always have proclaimed that debts and reparations are linked."

He declared that Leon Blum, the Soclallst leader, had told the Chamber
that if Germany did not pay France France would not pay the United
States, and he recalled that the Socialists in their campaign platform had
demanded total cancellation of the war debts.
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*“This payment cannot be made," he shouted. ‘‘The people of France
believe that the financial burden of the war should be divided among all
peoples. The French people cannot understand why France alone should
support the burden.™
} M. Marin declared that the French people could not permit France to be
Involved and ruined by American products as compensation for conces-
sions by America.

He was convinced, he said, that reservations on the debts would have
little practical result. ‘“‘because Franklin Roosevelt has said there could be
no relation between dehts and reparations and that readjustment of the
debts depended upon the capacity of the owing countries."

} He charged that France already had been duped many times after making
concessions at various international conferences.

“And now,’" he said, *‘we see a military Government in Germany. That
is all we have obtained."”

—_—

Debt Issue Affects France as Creditor—Southeast
Europe, Where She Has Lent $165,000,000 Since
War, Speculates on Result.

From its Vienna correspondent the New York ‘“Times”

reported the following Dee. 14:

F The fall of the Herriot Government and the decision of the French Par-
liament not to pay the instalment of the war debt to the United States
are being discussed throughout Southeastern Europe with especial reference
to the effect on France herself, which has lent $165.000,000 in this part of
the world since the war.

Rumania and Yugoslavia, which have lately been finding it increas-
ingly difficult to meet the service on their French political loans, have as
et given no sign of their intentions. but the effect of to day's developments
in Paris is already clear in Austria.

The most immediate result appears likely to be that Austria will not
meet the service on the League of Nations loan of 193¢, due Jan. 1 in for-
eign currency. as she would have been obliged to do under the terms of the
loan offered her at Lausanne.

Now that the Herriot Government has fallen, technical difficulties will
make it virrually impossible for the French, British and Ttalian Govern-
ments to ratify their loan promise by the end of the year, and if they
do not do so and Austria does not request an extension of the offer it will
expire.

E’l.‘here is a strong movement in the Dolifuss Government not to ask for
an extension and thus not to obtain the loan and have to pay the service
on the Austrian State loans in foreign currency, if at all.

This is due partly to the fact that Chanccllor Dollfuss, whose heroic ef-
forts at Lausanne to obtain a new loan were interpreted in pan-German cir-
cles as an attempt to place Austria under the vassaiage of France. carried
the loan in Parliament by only one vote and would probaboly pe thrown
from office if he now proposed that Austria ask its extension.

It is also due to the fact that it is argued here that France, after hav-
ing refused to pay $19 000.000 to the United States, cannot with good
grace lend $14,000.000 to Austria, as she would have been called on to do
under the terms of the Lausanne loan.

If Austria now applies the transfer moratorium to her League loans also,
argues the Government organ *‘Neuigkeits Weltblatt,” “‘her moral position
{8 unassailable. first. because if she does not receive a loan, which alone
would have made it possible to pay, it is not her fault, and second, as a
resnult of the general international ‘don't pay principle’ now proclaimed by
so important a financial 'ower as France.™

It is also argued that the projected Lausanne loan has already served its
purpose, its mere promise having given the necessary breathing space
to restore public confidence in the schilling.

It became known to-day that the Hungarian Government was not even
paying into the “transfer account™ of its pational bank the pengoe neres-
sary to discharge its foreign onligations in Hungarian currency under the
transfer moratorium. It is stated by the **Pester Lloyd,” and thus far not
denied, that nothing has been paid under this head since June 15.

—_—

Ambassador Ciaudel, French Envoy, Host to Secretary
of State Stimson at Dinner as Nations Dispute
Debts.

Associated Press advices from Washington Dec. 14 ob-

served:

Social Washington makes its engagements far in advance, so to-night,
while their administrations were at odds over the war debts, the French
Ambassador was host at dinner to Secretary of State Stimson.

In fulfillment of an invitation issued and accepted six weeks ago, the
Becretary dropped, for the time being, the business of exchanging notes
with America’s European debtors to sit with Mrs. Stimson at dinner with
Ambassador Paul Claudel. Other members of the diplomatic corps, includ-
ing the German Ambassador, were preseat. Carrying througn the co-
incidence, the war debts of some half dozen foreign nations fall due to-
morrow, and in the evening President and Mrs. Hoover will hold their
annual reception for the diplomatic corps, at whnich they greet the foreign

envoys in full array.
————

Paris Holds to Debt Opinions—Recognizes American
Viewpoint, But Insists on Reparations Link.

A Paris message Dec. 9 to the New York ‘““Times’’ said:

Az a result of the past week's further discussion of the war debt question,
prevaleat opinion In Paris financial circles may oe thus summed up: Opinion
appears without exception to be that France Is absolutely right in asserting
the close connection between payments of reparations by Germany and
payment of war debts to America.

Well-informed circles realize that the general American public has not
looked upon the matter in that light, but it bad been thought that in
American governmental circles a larger comprehension of the question ex-
isted, and this 'dea was thought to be confirmed by the past attitude of
the administration.

It is recognized rhat the American Government, in its present position,
takes cover pehind Congress and public opinion. 8till, the French Govern-
ment also is compelled to reckon with the French Parliament,

—_——

Report to France by Ambassador Claudel on Attitude
of United States Congress Toward Intergovern-
mental Debts.

On Dee. 12, Associated Press advices from Paris, said:

Members of the foreign affairs and finance committees of the Chamber
of Deputities said after to-night's meeting the Premier had vold them he
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had received information from Ambassador Claudel in Washington to the
effect that Congress refused to take any responsibility concerning the
eventual revision of intergovernmental debts.

The Premier said the condition proposed by the Chamber committees
that the United Svates accept in advance a proposal for a war-debt con-
ference met with no favor in Washington, and the reservations the French
Government would make necessarily would be unilateral. Nevertheless,
the Premier told Lhe committee members. these reservaiions would be of
value, as they would cement the solidarity with Bricain and he hoped
that similar solidarity would be realized with Italy and Belgium.

e

Belgian Cabinet Resigns After Voting Against Paying
Dec. 156 Instalment on Debt to United States—
Note of Secretary of State Stimson and Reply by
Belgium.

The Belgian Cabinet, headed by Count Charles de Bro-
queville, resigned on Dec. 13 after voting to refuse to pay the
$2,125,000 debt instalment due to the United States from
Belgium on Dec. 15, on the ground that payment was im-
possible.

Associated Press accounts from Brussels on Dec. 13 further
said:

The vote, which was unanimous, was taken after Georges Theunis, who
negotiated the debt agreement in 1925, had discussed the debt issue before
the Ministers.

Previously the Government had announced that it would resign only
after the war dekbt policy had been settled. Actually, the resignation was
necessitated by the Chamber of Deputies election in November.

‘The Cabinet Council, having considered the diplomatic correspondence
concerning the debt question, has ascertained that the debt agreement of
1925 is based upon Belgium's capacity to pay,' an official communique said,

“The Hoover moratorium and the Lausanne agreement having deprived
Belgium of income essentially necessary to balance the budget, the Gov-
ernment considers that the circumstances render impossible the resumption
of payments.

“In informing the American Government of its decision, the Belgian
Government regrets that no amicable decision was reached previous to the
December maturity, while expressing its readiness to offer complete col-
laboration with a view to seeking an all-around debt settlement and a solu=~
tion for other problems standing in the way of economic restoration."

From the Brussels advices Dec. 13 to the New York

“Times” we take the following:
Our Reply Is Studied.

The Cabinet acted after the United States Government'’s reply to the last
Belgian note had been carefully studied. This reply was received here
only last night. Foreign Minister Paul Hymans went directly from the
Cabinet meeting to the United States Embassy where he informed Am-
bassador Hugh 8. Gibson of the Belgian Government's intention to default
on the $2,125,000 payment.

The resignation of the de Broqueville Cabinet had been expected to-day
regardless of what decision might have been taken concerning the debt
payment. It had been considered as certain eventually ever since the
results of the Nov. 27 election were announced. It is believed likely that
the King will ask Count de Broqueville to form a new government

Newspapers to-night applauded the decision not to pay. some declaring
that Belgium has rendered a great service to the other debtor nations,
Belgium cannot pay, it is generally remarked editorially because Germany
has not paid her and “this is due to American inverference.'

In our issue of Dee. 10, page 3958, we published the note
presented to Secretary of State Stimson (under date of
Dec. 6) from the Belgian Government through its Ambas-
sador at Washington, Paul May, making a second appeal on
the part of Belgium for a postponement of the Deec. 15 pay=-
ment. On Dee. 13 Secretary Stimson addressed a note to
Belgium in which it was stated that “my Government . . .
has not been able to reach the conclusion that a postponement
of the Dec. 15 payment from the Belgian Government to the
United States is necessary because of its effect on the problem
of recovery.” In the Belgian Government's answer, made
public at Washington on Dec. 14 it was stated that ‘“Belgium
had hoped that a friendly arrangement . . . might have
been reached before the payment date of Dee. 15. The
Government of the United States has judged it to be im-
possible. Under such circumstances the Belgian Govern-
ment cannot but state that these circumstances prevent it
from resuming on Dec. 15 the payments which were sus-
pended by virtue of the agreement made in July 1931.”
The two notes follow in full: the first is Secretary Stimson’s
note:

His Excellency Paul May, Belgian Ambassador.
Excellency;

My Govenment has considered with the greatest care the note of Dec. 6
1932, from the Belgian Government, in which it has set forth at length
the reasons it advances for a reconsideration of the whole question of
intergovernmental war debts, and for the postponement of the payment
due by the Belgian Government to the Government of the United States
on Dec. 15, next.

Whatever part debt payments may have played in the economic history
of the post-war years, it is clear that in the present condition of world-
wide depression, accompanied by a sweepng fall of prices, their- weight
has greatly increased, and that they have a very definite relationship to
the problem of recovery in which both the Belgian and the American
people have so vital an interest.

The President of the United States is prepared, through whatever agency
may seem appropriate, to co-operate with the Belgian Government in
surveying the entire situation and In considering what means may be
taken to bring about the restoration of stable currencies and exchange, the
revival of trade, and the recovery of prices.

I believe that there are important avenues of mutual advantage which
shoud be thoroughly explored. BSuch an examination does not imply
cancellation.
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My Government, however, has not been abple to reach the conclusion
that a postponement of the Dec. 15 payment from the Belgian Govern-
ment to the United States is necessary because of its effect on the problem
of recovery. Although we recognize the serious economic and financial
difficulties which the Belgian Government, in common with all other
governments, is now facing, the maintenance of these agreements in their
operation pending due opportunity for analyses of all matters bearing upon
your request for revision and its consideration by the American Congress
and people still appears to us to outweigh any reasons presented for a delay.

Accept, Excellency, the renewed assurance of my highest considera:ion.

HENRY L. STIMSON.

The translation of the Belgian Government’s reply, (in
French) transmitted through Ambassador May follows:

In his declaration of Nov. 23 last, the President of the United
States recalled the bases on which the dent agreements had been made.
The settlements made, he said, took account of economic conditions and of
the capacity to pay of each debtor nation.

In his annual report for 1924-1925, the Secretary of the Treasury of
the United States defined the idea of capacity to pay. Such capacity
does not imply the obligation, on the part of the foreign dektor, to pay to
the full limit of his present or future capacity. The debtor government, he
said, must be aole to preserve and improve its economic position, assure
the balancing of its budget and place its finances, as well as its monetary
system, on sound bases. It must also be able to maintain, and, if possitle,
improve, the standard of living of its citizens.

In its note of Dec. 5, the Belgian Government set forth what were the
effects for Belgium of the moratorium, the initiative for which was taken
by the President of the United States in 1931, and of the Lausanne agree-
ment which resulted therefrom.

Actuated by a spirit of solidarity, Belgium, being desirous of contributing
to general economic recovery, sacrificed a credit which was guaranteed to
her by the most solemn engagements, and which constituted an essential
element for the balancing of her public finances. This sacrifice to which she
consented, added to the effects of the general paralysis of economic activity,
has brought her face to face with the most serious financial difficulties.

Belgium had hoped that a friendly arrangement taking account of this
situation might have been reached before the payment date of Dec. 15.
The Government of the United States has judged it to be impossible.

Under such conditions, the Belgian Government cannot but state that
these circumstances prevent it from resuming on Dec. 15 the payments
which were suspended by virtue of the agreement made in July, 1931.
Belgium is still disposed to collaborate fully in seeking a general settlement
of intergovernmental debts and of the other problems arising from the
depression,

EMBASSY OF BELGIUM,
‘Washington, Dec. 14, 1932.

On Dee. 14 Associated Press advices from Brussels stated:

Count Charles de Broqueville, who resigned as Premier of Belgium yester-
day after his Carinet had voted to default on the §2,125.000 debt payment
due to the United States to-morrow, was requested by King Albert to-day
to organize a new government.

He called in the party leaders and began conferences. but there had been
no report of his progress this evening Presumably his efforts will be directed
toward the organization of a coalition similar to the outgoing ministry. which
took office last October and which represented a union of Catholics and
Liberals.

Yesterday's decision not to pay the debt instalment after the United
States had refused postponement was based upon the contention that the
debt agreement of 1925 between this country and America was based upon
Belgium's capacity to pay and that her capacity at present does not permit
payment.

- -

Belgium’s Refusal Effected by Minister Theunis—
Signer of Funding Agreement Felt Debt Was
Unjust.

From the New York “Times” we take the following wire-

less message from Brussels, Dec. 14:

The name of Georges Theunis, Minister of State and financial expert,
will go down in history as that of the man who swung the decision in last
night's Ministerial Council against making payment to-morrow on the
Belgian debt to the United States.

While Belgium awalted an indication of France's attitude before making
its pronouncement, it is certain that M. Theunis, who was an army man
before he turned to the career of a financier, was the only man present at
the council capable of banging his fist on the table and insisving on an
intransigeant decision, definitely burning bridges and giving no chance
for revision. The decision was taken in a hurry.

Other Ministers were inclined to leave loopholes for escape and seek
chances to reopen negotiations.

But M. Theunis, who signed the Belgo-American debt-funding agree-
ment, has always held that Belgium owed nothing to the United States.

M Theunis bases his feeling that Belgium owes nothing to America on
the simple principle that the United States was one of the allied and asso-
clated powers. Belgium, he maintains, contributed her share when she
stood firm in the first few weeks of the war. America contributed munitions
and provisions and then armed forces. But all these were her part in the
war, and to ask the Allies to pay for this aid is absurd, according to his
reasoning.

—_——

Italy Pays $1,245,437 Due on War Debt to United
States.

The Italian Embassy at Washington, in a note to Secre-
tary of State Stimson, announced on Dec. 15 that it had
paid its debt instalment without qualification. The note
said:

The Charge d'Affaires of Ttaly presents his compliments to his Excellency
the Secretary of State and has the honor, by order of his government,
to inform tne Department of State that, in conformity with the delibera~
tion of Dec. 5, 1932, by the Grand Council of Fascism, the Italian Ministry
of Finance has remitted to-day to the United States Treasury the sum of
$1,245,437 (one million, two hundred forty-five thousand, four hundred
thirty-seven dollars), being the amount of the quota of the Italian war
debt toward the United States, due Dec. 15 1932,

Minister Veverka, of Czechoslovakia, also submitted a note stating that
his government was making its payment, but made clear that this would
be the last under tne present agreement and that his country expected
a rovision of the agreement before the next payment is due.
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On Deec. 14 a Rome (Italy) wireless message to the New
York “Times” stated:

Continuing its policy of avoiding any polemics, either internally or
externally, regarding the war debt instalment, the Italian Government
to-day issued a brief communique announcing that payment to the United
States of the Dec. 15 interest had been completed.

Italy has no payment on principal account due now. The communique
reads:

““In confnrmit,y with the deliberations of the Grand Council of Fascism
on last Dec. 5, the Italian Government deposited to-d: A8 payment to
the Government of the United States the sum of $1,245,437 as ,the total
of the instalment on the Italian war debt to the United States.’

—_—

United States War Debt Position Approved By Italy—
Financial Opinion Endorses Plan of Negotiating
With Individual Debtor States.

The following Rome, (Italy) cablegram, Dec. 9, is from
the New York “Times”:

Financial Ttaly considers that the American Government's proposal to
enter into separate negzotiations with individual European States, regard-
ing settlement of the war debts, as the best solution that could be found.
Negotiations for new terms ought to render easier some practical dealing
with other questions such as tariff wars and trade limitations—this in
regard not only to the United States but to all other countries. At the
same time it is hoped here that greater participation by America in Euro-
pean affairs, induced by our present position as a creditor nation, may
bring enough influence to force acceptance of a disarmament plan, suffi-
cient to guarantee greater security and incidentally to eliminate the present
dangerous tension.

The effects of the American refusal of an immediate debt moratorium
are beginning to show on certain exchanges. It is considered here, how-
ever, that America has already given European countries all the time
necessary to arrive at reciprocal arrangements in a satisfactory manner
and thereby to promote recovery in trade. In general, Italy may be said
to find herself in complete accord with America’s policies. There is a
feeling that Italy should be recognized in America as a country meriting
special consideration for having always supported the American initiative.

e

Indications That Czechoslovakia Would Pay Dec. 15
Instalment on Debt to United States Following
Note from Latter.

Prague advices, Dec. 13, to the New York ‘“Times”

stated:

Czechoslovakia’s request for postponement of her December payment
on the debt to the United States has been refused in a note just received here.
The note hints, however, at facilitating the method of payment.

Czechoslovakia will now make its December payment of $1.500.000, the
final decision probably being taken at to-morrow's Cabinet council. It is
understood the United States was willing to allow payment to be made
into the Prague Bank or the Bank for International Settlements. The
government will not avail itself of this concession, however. and will meet
the payment instead through the National Bank's dollar holdings in
America.

Czechoslovakia is one of the six foreign Governments
which met the payment due Dec. 15—the list is given else-
where in this issue. In these columns a week ago (page
3959) we gave the text of a note received at Washington
from Czechoslovakia. On Dec. 13, a note was despatched
to the latter by the State Department identical with the
one sent to Belgium, which we publish in this issue. Secre-
tary Stimson stated therein that:

My Government . . . has not been able to reach the conclusion that

a postponement of the Dec. 15 payment . .  to the United States is neces-
sary because of its effcet on the problem of recovery.

The reply of Czechoslovakia, made public at Washington
on Dec. 15, follows:

In reply to your Excellency’s note of Dec. 13 1932, and following the
suggestion contained therein, I have the honor to state that the Czecho-
slovak Government, in view of circumstances presented in this note, has
decided to pay the December instalment.

In bringing this decision to your attention, I am instructed to recall and
stress again all the considerations, conclusions and serious consequences
mentioned in my previous notes,

I also take the libarty to point out that this payment constitutes in the
utmost self-denial of the Czechoslovak people their final efford to meet the
okbligation under such extremely unfavorable circumstances.

It is, herefore, the profound conviction of the Czechoslovak Govern-
ment that only negotiations entered into at the earliest possible date
concerning the reconsideration and revision, and also the inclusion of this
last instalment into the forthcoming arrangement, can bring some allevia-
tion to the present most distressing situation.

Accept, Excellency, the renewed assurance of my highest consideration.

FERDINAND VEVERKA.
et

Czechoslovakia Gains 2,000,000 Crowns by Meeting
Dec. 16 Debt Payment to United States with Bonds.

Under date of Dec. 15, a wireless message from Prague
to the New York “Times” said:

The Finance Ministry said to day that by paying the United States with
bonds instead of gold Czechoslovakia saved about 2,000,000 Czech crowns.

Deputy Foreign Minister Krofta said to-day the *‘extreme effort” of
paying was accompanied by a notification to the United States that Czecho-
slovakia expected revision of her liabilities and asked that the payment be
credited to the new settlement. He said Czechoslovakia did not have the
argument of France and Belgium—Ijoss of reparation payments—for refus-
ing payment to the United States.

e,

Poland, in Communique Issued by Embassy at Wash-
ington, Explains Default on $3,302,980—Asserts
Gold Transfer Would Imperil Currency.

Poland's decision to default on her debt payment on Dec.

15 of §$3,302,980, which does not include $1,125,000 in prin-
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cipal previously postponed under the terms of the debt fund-
ing agreement, was announced on Dec. 14 by the Polish
Embassy at Washington in the following communique, ac-

cording to the New York “Times” :

In their two notes to the Government of the United States of Nov. 22
1932, and Dec. 8 1932, respectively, the Polish Government explained in
considerable detail the difficulties of their financial situation and the
efforts undertaken during the.twelve years to maintain the stability of
the Polish currency.

The Polish Government, while reiterating their acknowledgment of their
debt to the United States and their willingness to discharge their obliga-
tion, must consider the effect if full payment were made in gold of the
$3,302,980 due on Dec. 15. Such a transfer of gold at this tinre would
diminish the gold cover of the currency and might affect the freedom of
gold remittances.

Faced with a double responsibility, not only to its creditor, the United
States, but also to the Polish people, who by their sacrifices enabled the
Polish currency to remain on the gold standard, the Polish Government
requested in their notes—first, that the payment on Dec. 15 be post-
poned, and then, that the entire matter of the debt owed by Poland to
the United States be reconsidered.

Because of constitutional limitations the Governmrent of the United
States did not see their way to accede to this request. The Polish Gov-
ernment therefore requested that the case of the Polish debt be placed
before the Congress of the United States. At the same time they intimated
to the Government of the United States that, failing Congressional action,
the only method of payment available to the Polish Government was to
tender notes for the total sum dve on Dec. 15.

The Government of the United States has not found it possible to
submrit the matter of the Polish debt to the Congress before Dec. 15. At
the same time the Polish Embassy was informed that the United States
Treasury is legally prevented from considering any other method of pay-
ment except in United States dollars payable in New York.

The Polish Government profoundly regret that it has been found im-
possible to find a solution satistactory to both governments.

——

NewINote'from Poland to U. S. Seeking Postponement
of Debt Payment—Seen as Ready to Pay with
Denial of Request—Plea for Revision Regarded

EF™ as Stronger with Payment of Dec. 156 Instalment.

Poland's second note to the United States, presenting
additional data in support of its plea for the postponement
of the payment of $4,430,000 due Dec. 15 on its debt to this
country, was delivered to Secretary of State Stimson at

Washington, on Dec. 9, by Ambassador Filipowicz. The

new note states that “Poland is ready to do her utmost in

order to fulfill her obligation,” but adds:

Yet, being aware of the practical sense guiding the United States and
convinced that the permanent liabilities accepted in the agreement of
Nov. 14 1924 have been too burdensome—as witness the fact that the
rate of interest on Poland’s debt is 3% and 8%%, while debts of several
other countries whose capacity to pay exceeds that of Poland, bear consid-
erably lower rates, amounting in some instances to 1%4%—requests that,
until such time as the entire matter of Poland's indebtedness to the United
States is reconsidered, the payment of interest due on Dec. 15 next be

postponed.

The note also refers to the trade relations between Poland
and the United States, and says that “in the current year the
balance of payments will remain in favor of the United States
and will amount to $18,000,000 (162,000,000 zlotys), of which
the balance of trade is $11.000,000 (100,000,000 zlotys), serv-
ice of market loans $15.000,000 (133,000,000 zlotys), emi-
grant remittances, $8,000,000 (71,000,000 zlotys).” “It is
clearly apparent from these figures,” continues the note,
“that in order to cover its payments to the United States,
which even without the installments on account of the indebt-
edness to the Government of the United States are already
very considerable, Poland must obtain an equivalent in
favorable balance of trade with other countries.” On the
date the note was delivered (Dec. 9) a cablegram from War-
saw to the New York “Times” said:

There is little hope here that next week’s debt payment can be avoided,
although Poland, like other debtors, has sent a second note to Washington,
asking the postponement of the December instalment and general revision
of the 1924 settlement.

The opinion prevails here that Poland ought to pay the $8,070,980 due
Dee. 15 in case of a definite refusal to postpone the payment, as it is held
this would facilitate further negotiations and a revision of the debt agree-
ment would enhance Poland’s international financial prestige.

The opposition, however, refuses to treat it as a question of prestige.
This expenditure, they maintain, would necessitate a further cut in the
Polish budget and a reduction in official salaries, which steps the Govern-
ment is loath to take.

Poland, it is pointed out, is the only country in Central Europe without
currency restrictions or a transfer moratorium, and she punctually pays all
her commercial debts. The Polish zloty is firm now, but a drain of several
mmi?nadm gntlld 'mlght seriously affect its stability.

Poland wants to continue to meet her commercial obligation: romptl
it is argued. She negotiated two loans in the United St;‘:es, l:: 29251):!1’&
1927, for $90,000,000, and she is afraid that if her war debt payments are
not reduced it will diminish her paying capacity in this direction.

Whatever the final decision of the United States, the Poles will not con-
gider reprisals. The Government categorically rejects all proposals, such
ag a prohibitive tariff on American cotton, the largest item of imports
from the United States, Nor will Poland repudiate her trade agreement
with the United States. This agreement will be submitted to Parliament
for ratification.

As to future revizion of the debt settlement, the general view here is
that Poland pavs the highest interest and that the interest, at least,
should be abolished altogether and the principal considerably reduced.
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The previous request of Poland for a suspension of the
debt payment was referred to in our issue of Nov. 26, page
3614 ; the reply of the United States was given in cur issue
of Dec. 3, page 3778. The text of the new note from Poland,
delivered by Ambassador Filipowicz to Secretary Stimson,

follows:
Dee. 8 1932,
The Hon. Henry L. Stimson, Secretary of State.

Sir: In accordance with the instructions received from my Government, I
have the honor to submit herewith their reply to your note of Nov. 26 1932.

Because of the importance which my Government attach to their note, I
have been instructed to submit it to you in its original Polish text together
with a translation into English.

Accept, Sir, the renewed assurances of my highest consideration.

(Translation.)

1. The Polish Governmentt acknowledge the receipt of the note of the
Department of State dated Nov. 26 and highly appreciate the desire of the
American Government expressed therein of arriving at solutions which
would be satisfactory to both governments and nations, v

2. Poland, on her part, is mindful of the friendly action of the American
people, who, by advancing on credit food articles, clothing and medical
supplies, had assisted the Polish nation in overcoming the difficult period
following the conclusion of the great war. To satisfy this obligation has
been Poland’s constant and earnest ambition.

3. The Polish Government has spared no effort in order to provide the
country with a sound and permanent financial basis. The achievement of
this object was fraught with great difficulties owing to the devastation
of Polish territory by war and by the presence of armies of occupation, also
to the fact that the country was entirely deprived of capital.

The country’s finances were, nevertheless, gradually put in order with
the notable aid of private American capital, and currency was stabilized
and, thanks to the prudent policy of the Polish Government, which knew
how to adapt itself to the exigencies of the world crisis, it was possible
to avoid restrictions on the freedom of remiltances payable abroad, although
in most countries neighboring with Poland such restrictions have been
imposed.

4. Poland is ready to do her utmost in order to fulfill her obligation.
Yet, being aware of the practical sense guiding the United States and
convinced that the permanent liabilities accepted in the agreement of
Nov. 14 1924 have been too burdensome—as witness the fact that the rate
of interest on Poland’s debt is 3% and 8% %, while debts of several other
countries whose capacity to pay exceeds that of Poland, bear considerably
lower rates, amounting in some instances to % Yo—requests that, until such
time as the entire matler of Poland’s indebtedness to the United States is
reconsidered, the payment of interest due on Dec. 15 next be postponed.

5. In view of the tenor of the sixth paragraph of the State Department’s
note dated Nov. 26, the Polish Government affirm that they are prompted
to such action because of the grave effects which the remittance of such
payment might produce on Poland’s economic structure and balance. The
danger of such consequences will be clearly apparent if the economic and
financial situation in which Poland has found itself, in consequence of the
universal economic difficulties, are taken into consideration.

6. As a country of predominantly agricultural character, Poland has
been particularly severely affected by the present crisis, The decline in
prices of farm products has made unprofitable a branch of production which
forms a means of livelihood for over 70% of Poland's population.

The catastrophic condition of agriculture has reacted unfavorably on all
other branches of national production, already affected by difficulties of
disposal in foreign markets. The incomes of the vast majority of citizens
are to-day considerably below those which should be regarded as a reasonable
minimum for existence. The expenditures of the State and of local govern-
ment bodies have been reduced to the very low limits,

7. The Polish Government are conducting a policy of strict economies.
A monthly budgeting system which had been suggested by American
experts is being applied. Far-reaching economies have been effected in all
branches of the budget. The number of officials has been reduced, several
Government departments, including two Ministries, have been suppressed.
Salaries of Government officials have been reduced by 20 to 30%.

As a result of these efforts the actual expenditure of the State—which in
the budget period of 1929-30 amounted to $335,000,000 (2,991,000,000
zlotys), and in the period of 1930-81 still reached the sum of $315.000,000
(2,810,000,000 zlotys)—was reduced, in the budget year of 1031-32, to
only $277,000,000 (2,466,000,000 zlotys), and, in the first six months of
1932-33, to $126,000,000 (1,128,000,000 zlotys),

Important economies have also been effected in the expenditures of local
government bodies. But the decline in the revenue of th State and of
local government bodies was even greater, notwithstanding the several new
taxes which were introduced during that period.

The actual revenue of the State for the budget period of 1929-80 was
$839,000,000 (3,030,000,000 zlotys) ; in the period of 1930-81, $308,000,000
(2,748,000,000 zlotys), while in the 1931-32 period it was $254,000,000
(2,262,000,000 zlotys), and during the first six months of 1932-33, $118,
000,000 (1,007,000,000 zlotys).

It is apparent from the above figures that the deficit for the budget
period of 1930-81 amounted to $7,000,000 (62,000,000 rlotys) ; for the
1931-32 period, to $23,000,000 (204,000,000 glotys), and for the first
half of the current budget year to $13,000,000 (121,000,000 zlotys), which
necessitates the adoption of still further economies.

8. It is imperative for Poland to maintain a budget balance not only
within the yearly but also within the monthly budget limits; firstly, because
of a shortage of cash reserves and, secondly, because of the condition of
the Polish money market, disallowing, as it does, the coverage of expendi-
tures by means of even short-term credit operations—a remedy which is
at the disposal of governments elsewhere.

To a large extent this difficulty is caused by the withdrawal of short-term
foreign investments, which have hitherto been engaged in the country.
As stated above, Poland did not impose currency restrictions; the impo-
gition, however, of such restrictions in neighboring countries caused a
comparatively considerable egress of forelgn short-term credits amounting
to over 80% as compared with the year 1980, Under such conditions of
the Polish money market any larger expenditure, resulting in an increase
of the monthly budget deficit, would necessarily cause a disorganization
in the machinery of the State.

9. The continued stability of the currency necessitated and still necessi-
tates a recourse to far-reaching deflation. In accordance with this principle
the Bank of Poland maintains the statutory ratlo of cover.to currency in
circulation, thereby insuring the maintenance of the par value of the zloty
and the capacity of meeting foreign commitments in the future.

However, the balance in this field has been achieved on a very low level
of both coverage and circulation; the value of Bank ef Poland notes in
circulation at the end of 1980 amounted to $188,000,000 (1,628,000,000
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zlotys) ; on Nov. 20 1932 to $108,000,000 (966,000,000 zlotys) ; the cover-
age in gold and foreign exchange at the end of 1930 was $107,000,000 (957,-
000,000 zlotys), and on Nov. 20 1932, $60,000,000 (537,000,000 zlotys) ; the
ratio of cover to currency in circulation and obligations payable at sight
was 63% at the end of 1930 and 45% on Nov. 20 1932,

The mraintenance of this ratio, on its present level at least, must be
regarded as indispensable to the continued stability of the currency and to
the capacity of making foreign payments. In this respect, the transfer of
the sums due on Dec. 15 might have very unfavorable effects.

10. In view of the complete stoppage of the international circulation
of capital, Poland is able to cover its foreign payment only through the
exportation of its produce. Polish exports meet with ever-increasing diffi-
culties. The value of the Polish export trade, which consists predominantly
of agricultural products and raw materials, is, because of the decline in
prices, particularly depreciated.

The figures of the Polish export and import trade illustrate this con-
dition. Thus, the value of exports in 1928 amounted to $288,000,000
(2,508,000,000 zlotys) ; in 1931, $211,000,000 (1,879,000,000 zlotys) ;
for the first 10 months of 1932, $100,000,000 (890,000,000 zlotys); the
value of imports to Poland in 1928 was $377,000,000 (3,362,000,000
zlotys) ; in 1931, $165,000,000 (1,468,000,000 zlotys), and for the first 10
monthe of 1932, $80,000,000 (713,000,000 zlotys).

In recent years favorable trade balances were attained by Poland only
through a maximum limitation of consumption of imported mrerchandise.
Thirty-nine per cent. of Polish exports are destined to markets where
currency regulations are in force; 26% to markets where, since 1931, cur-
rency has depreciated.

It is important to note that the markets thus affected are those which
form the natural outlets for Polish exports, the first as regards exports by
land and the second as regards exports by sea. Import quotas and

embargoes as well as high tariff barriers are encountered by Polish exports
in practically all their markets.

Commercial Relations Between Poland and the United States.

11. The commercial relations between Poland and the United States are
such that Poland buys 10 times as much fromr as she sells in the United
States. In the years 1927 and 1928 the resulting balance in favor of the
United States was offset by the influx into Poland of long-term American
investments. At the same time an important item in Poland's balance of
payments was formed by remittances of Polish emigrants settling in the
United States. Since 1929 the influx of American capital into Poland has
ceased. The restrictions on immigration to the United States, which have
existed since 1922, have .been, apart from other important consequences
for Poland, causing a decline in emigrant remittances.

The service of market loans floated in the United States by the Polish
GQovernment and by local government bodies necessitates regular annual
payments, amounting approximately to $14,000,000 (130,000,000 zlotys)
per year.

Poland’s balance of payments in respect of the United States shows a
very considerable surplus in favor of the latter. During the three years
from 1929 to 1931, inclusive, the surplus in favor of the United States
amounted to $103,000,000 (919,000,000 zlotys). This sum is composed
as follows: Balance of trade, $84,000,000 (744,000,000 zlotys) ; service
of market loars, $43,000,000 (388,000,000 zlotys), and payments on account
of Poland’s indebtedness to the Government of the United States, $14,000,000
(121,000,000 zlotys), less the sum of Polish emigrant remittances during
the same period, which amounted to $38,000,000 (334,000,000 zlotys). In
the current year the balance of payments will remain in favor of the
United States and will amount to $18,000,000 (162,000,000 zlotys), of
which the balance of trade is $11,000,000 (100,000,000 zlotys) ; service of
market loans, $15,000,000 (133,000,000 zlotys) ; emigrant remittances,
$8,000,000 (71,000,000 zlotys).

It is clearly apparent from these figures that, in order to cover its pay-
ments to the United Statees, which even without the instalments on account
of the indebtedness to the Government of the United States are already
very considerable, Poland must obtain an equivalent in favorable balance of
trade with other countries,

As has been pointed out above, this is at present becoming ever more
difficult. The general tendency displayed by nations, which up to now
have had a surplus of imports to equalize their trade balances, must also
be taken into consideration.

12. The concern over the continued maintenance of the country’s capacity
to pay, and in particular over the safeguard for the future of the possibilities
of further payments in full of all foreign obligations resulting from com-
mercial relations and market Joans—in the first place those contracted in
the American market—forms the reason which prompts the present approach
of the Polish Government to the Government of the United States on the
subject of the postponement of the instalment payment.

In the light of the figures cited above, it becomes obvious that the benefits
which will accrue therefrom to the citizens of the United States will exceed
many times such burdens as might result for them from postponement.

The Polish Government is deeply convinced that its attitude will meet
with complete understanding in the United States and that the Government
and Congress of the United States will be willing to consider favorably the
postponement of the instalment of interest due Dec. 15.

The Polish Government express their readiness to communicate any
turther data and information which might be found necessary, and will
willingly consider with the Government of the United States the form in
which such postponement could be vested.

Washington, Dec. 8 1932,

e —

Burden of War Debts on Europe Seen by New York
Cotton Exchange as Important Factor Contribut-
ing to Depression of Cotton Industry in United
States—Resolution Calls for Fresh Study of
Problem.

Expressing the belief that the burden of war debts on
Europe is an important factor contributing to the depression
in the cotton-growing industry of this country and that this
is a matter of vital concern to the entire nation, the Board
of Managers of the New York Cotton Exchange on Dee. 9
unanimously adopted a resolution ealling for a fresh study of
the debt problem. The Exchange urged that the debt
question should be treated as an economic rather than a
political problem, and that no drastic action should be
taken in respect of any nation whereby that nation would

be restricted in its trade with this country. The resolution
in full follows:
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The depression of the cotton-growing industry of this country is a matter
of vital concern to the entire nation. Fully 10 million people out of our
total population of 125 million are directly dependent on the growth of
cotton, its merchandising and manufacture. The average value of the
domestic cotton crops for the past five years has been approximately one
billion dollars.

Over half of our annual harvest of cotton is normally exported. Cotton
is the largest single item in our list of exports, and Europe is our most
important foreign customer. The fact that Europe's takings in the past
two years have fallen far below normal is, in our opinion, largely attributable
to serious economic conditions occasioned in no small degree by the burden
of war debts.

The general puplic has been confused rather than enlightened by contra-
dictory writings and statements by economists and political leaders as to
the ability of various nations to pay for our products. The public is en-
titled to a concise statement of facts formulated on the basis of careful
study by competent authorities in whom they may have implicit confidence.

It is our judgment that the whole question of war debts is now essentially
an economic proplem, rather than a political one, and should be considered
only as such. We are convinced that the thought which should guide all
future debt negotiations is that a prosperous Europe contribuies to a pros-
perous America. It is essential to endeavor to keep he weorld markets
intact and capable of buying and paying for or export surpluses.

We are opposed to any drastic action in respect of any nation whereby
that nation would be restricted in its trade with the United States. We
believe that our economic welfare rests chiefly on a normal course of com-
merce. A fresh study of this question, in the light of existing conditions,
is not only warranted but essential.

A copy of this resolution shall be sent to each Senator and Representative
in Congress from the State of New York, to every member of the New York
Cotton Exchange, and to each of the various Cotton Exchanges throughout

the United States.
——————

Houston® Cotton Exchange __Urges Debt Revision—
Would Safeguard Foreign Buying Power to Aid
Farmer.

A resolution adopted by the Houston Cotton Exchange
and Board of Trade demands of representatives at Washing-
ton and urges every one interested to demand that the Gov-
ernment consent to confer at once with foreign debtor gov-
ernments “with a view to finding a rearrangement of debts
that can in fact be carried out without destruction of the
foreign buying power on which our farmers’ survival de-
pends.”” We quote from Houston (Tex.), advices to the
“Wall Street Journal”’ of Nov. 25 from which the following
is also taken:

“As a fundamental solution along with rearrangement of debts,” the
resolution says. *‘we demand and urge every farmer to demand that our
tariff wall be cut down so that foreigners can pay their debts and pay for
our goods by sending us their goods, and so that our farmers who must
sell in foreign markets in competition with the cheapest foreign production,
may be restored their inalienable right to buy what they need in any market
wherever it is cheapest. .

“The members of this Exchange beseech their Southern neighbors in
other walks of life, all of whom depend directly and indirectly on the cotton
farmer, and their Northern neighbors, who depend on the wheat farmer,
to join in this fight for their own self-preservation."

—_—

Annual Report of New Orleans Cotton Exchange—
Directors Adopt Resolution Urging Congress to
Agree to Conference on European Debts—Read-
justment of Tariff Also Urged.

The bright side of the cotton market picture is the feeling
that values have about reached their low point and with a
continuance of the present demand, settlement of the foreign
debt question and tariff reform, confidence will be restored
and prices and trade will improve. Thus said the New Or-
leans “Times-Picayune,’”’ the board of directors of the New
Orleans Cotton Exchange characterize the cotton situation
in the annual report of the Exchange issued Deec. 7.

The directors, it is further stated, also adopted a reso-
lution calling upon Congress to consent at once to confer
with foreign nations on the debt problem and urging a
readjustment of the tariff so as to equalize the purchasing
power of the farmer with the industrial population. In part
the paper quoted said:

A feature of the annual report is statistics of rail, truck and water trans-
Portation of cotton to New Orleans, in which it is pointed out that this
season truck and water transportation accounted for 63.9% of cotton
delivered at the port and the railroads 36.1%, while last season the per-
centages were almost reversed, being 36.6% and 63.4% . respectively. The
report points out that reduction in charges by warehouse interests for
handling has attracted cotton here.

Increase in Ezports.

‘With respect to the present season, the report says a large crop in 1931-
32, coupled with a large carryover at the end of 1931, brought about lower
prices. On the other hand, these prices caused a material Increase In
exports over the two preceding seasons, as well as an Increase in the world
consumption of American cotton. The report points out that when the
Government estimate issued on Aug. 8 Indicated a crop of only 11.306 000
bales, values advanced rapidly from the low levels, but subsequent reports,
each forecasting a larger yield than the preceding one, and vhe political

and financial conditions abroad. caused values to recede materially from
the high point attalned on Aug, 27, . . .

The report states that the volume of transactions in future contracts
has approximated that of the preceding season: and that in spots, to-arrive
and cost-freight-and-insurance cotton the business of the members amounted
to about 1,450,000 bales agalinst 1,250,000 last year.

Resolution on Debts.

The resolution on foreign debts and tariff readjustment, in full, is as
follows; )
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“‘Resolved, That this Exchange adopt as its own that part of the preamble
and resolution adopted by the Houston Cotton Exchange on Nov. 22 1932,
reading substantially as follows;

* ‘The membership of this Exchange is composed predominantly of
men of Southern agricultural blood and environment. Most of them are
tied by blood relationship to Southern farmers; all of them are tied to
Southern farmers as neighbors and by the fact that their livelihoods de-
Pend directly upon the survival and prosperity of Southern agriculture.
It is therefore fitting that this Exchange should express itself in a matter
which threatens the very existence of Southern agriculture.

** ‘Fifty-five per cent of the average American cotton crop must pe sold
abroad. The cotton farmer can be paid for this 55% of his crop only what
the foreign buyer can pay for it.

** *“The foreign buyer can pay only in three ways:

‘ ‘(a) In goods, (b) by borrowing in America, or (c) in gold.

Tariff Watls Too High.

‘“ “The foreign countries are prevented from paying in most kinds of
goods that they produce by the fact that our tariff walls are so high that
they make imports of those goods impossiole.

*“ *Payments by borrowing have become impossible, because the lenders
of money have realized that there is no chance of peing repaid under such
a regime. Payments in gold are impossible, because already about half
the world's stock of gold is in this country and the remainder is an insuf-
ficient protection for the stability of foreign currencies under their circum-
stances now prevailing. On top of this, the foreign governments owe our
Government about $11,000,000,000, which is the rough equivalent of all
the gold in the world. or of twice the stock of gold outside this country;
and the annual payments against these debts have taken away from the
foreign buyers means of payment and finally appear to have left both the
Pprivate buyers and the governments abroad unable to find further means
with which to pay our farmers or our Government. The foreign govern-
ments have notified our Government that they will be unable to go on
Paying against the intergovernmental debts at the present scale., and have
asked for a conference to determine what shall be done. The foreign buyers
of cotton and whear are so many tvhat they cannot speak as a upit. but six~
cent cotton and 40-cent wheat is their notification that, so long as inter-
national commercial and financial relations remain as they are, they cannot
Pay our cotton farmers and wheat farmers a living price.

Give Solemn Warning.

“*The members of this Exchange give solemn warning to the Southern
farmers and to their representatives at Washington that, unless.this critical
situation is promptly faced and solved, the growing of cotton and wheat
for export has perished as a means of decent livelihood in this country,
As an immediate first step toward the solution of this situation. we demand
of our representatives, and urge every farmer to demand, that our Govern-
ment consent to confer at once with the foreign debtor governments,
with a view to finding a rearrangement of debts that can in fact be carried
out without destruction of the foreign buying power on which our farmers’
survival depends.

““ *Be il further resolved, As a further soluvion, along with the rearrange-
ment of deots, we demand and urge every farmer to demand that our tariff
system be so adjusted that an increased interchange of goods may ke pos-
sible between this country and foreign countries, so that the purchazing
Power of our farmers may be advanced to a plane of equality with that of
our industrial population.

" ‘The members of this Exchange beseech their Southern neighbors in
other walks of life, all of whom depend directly and indirectly on the
cotton farmer. and their Norvbern neighbors, who depend on the wheat
farmer, to join in this fight for their own self-preservation.’

B —

Cotton Leaders Ask War Debt Revision—Will L.
Clayton and Clarence Ousley Declare Adjustment
Is Needed to Assist South—Statement Issued by
Committee for Consideration of Intergovernmental
Debts.

One of the surest ways to help the ecotton farmer of the
South is to do all possible to restore the buying power of
Continental Europe, and the most effective and quickest
way to bring this about is by revising downward the inter-
governmental debts, is the view taken by well-known cotton
men, according to a statement issued Dec. 10 by the Com-
mittee for the Consideration of Intergovernmental Debts,
of which Alfred P. Sloan, Jr., President of the General
Motors Corp., is Chairman. The New York ‘“Journal of
Commerce’” of Dec. 12, from which the foregoing is taken,
added:

The Committee stated in this connection that the restoration of pros-
perity to the cotton belt and a revival of the buying power of the Southern
States is directly dependent upon vigorous Government action on the
war deots.

Need to Sell Cotton Abroad.

Joining in these views are Will L. Clayton and Clarence Ousley, both
regarded as outstanding leaders in the cotton industry.

Mr. Clayton is President of Anderson, Clayton & Co., of Houston, Tex.,
the largest raw cotton firm in the world. Mr. Ousley, also of Texas, was
Assistant Secretary of Agriculture in the Wilson Administration.

Mr. Clayton pointed out that the enormous buying power of the South,
upon which is dependent the employment of several hundred thousand
men in factories throughout the country, is inactive to-day because Europe
cannot buy the produce of the cotton farmer.

Calling attention to the fact that the cotton farmer must sell six bales of
cotton abroad for every five bales ne sells in tnis country, if he is to prosper,
he asserted that the only way out for the grower was to do everything
possible to restore the buying power of his best customer, namely the Con-
tinent of Europe. The swiftest and most effective way to accomplish
this, he declared, was to revise the intergovernmental debts downward
to a point where they will not interfere with Europe's capacity to buy
the cotton it needs.

Urging a common sense trader's attitude toward the debts, Mr. Ousley
declared, “the sale of 1,000.000 bales of cotton more a year would mean
to the South more than the annual installment of interest and sinking
fund on tne entire foreign debt.”

Must Trade With Debtor.

The statement of Mr. Ousley, in part, follows:
“It is an adage as old as litigation that a poor compromise is better than
a lawsuit, and it is a practice as old as trade that concession to a debtor in
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order to maintain him as a customer is better business than enforced col-
lection. Both rest upon common sense as distinguished from theoretical
Jjustice.

““The wisdom of the trade practice is explicit with respect to tne foreign
debts due to the United States. The nations that owe us money are our
trade customers; they cannot now pay us what they have promised, nor
are they in a position to make definite commitments as to future payments;
while not bankrupt, they are in dire financial distress. They need our
goods and we are burdened with surpluses of nearly every commodity tnat
we produce or fabricate. What is the imperative mandate of common
sense? It is to make concessions that will enable them to buy some part
of what we have thrown upon the bargain counter at less than cost.'

Dependent on Foreign Trade.
The statement, in part, of Mr. Clayton. follows:
“It is doubtful if the prosperity of any section of the United States s

so0 dependent upon foreign trade as is that of the South.

“During the 50 years intervening petween the Civil War and the World
War the South exported $13,000.000,000 worth of cotton, whereas the
balance of trade in favor of tne United States during the same period was

only $10,000,000,000.
“For the five years immediately preceding the World War the exports

of raw cotton were one-fourth of the total exports of the United States
and exceeded by $200.000.000 the balance of trade in our favor.
“Since the World War the annual exports of cotton have, on several

occasions, exceeded in value $1,000,000,000.

“Although the per capita consumption of raw cotton in the United
States is greater than in any other country of the world, it nevertheless
is true that for every five bales of cotton wnich the South sells in the United

States she must market at least six bales abroad.
“Can there be any doubt then that the South is vitally interested in

the maintenance of the buying power of her foreign customers?
““Now, what have the war debts got to do with this buying power and

the price of cotton?
“The rest of the world cannot buy our cotton and the other commodities

which we have customarily sold them for many years unless they have

some means of paying for such purchases.
“Foreign countries have only three ways of paying for their purchases
from us. They can pay in goods and services, or by shipping gold or by

borrowing from us."
P S,

Settlement in Favor of Germany in Decision in Black
Tom and Kingsland Cases—Ruling by Owen
Roberts as Umpire of Mixed Claims Commission.

The Black Tom and Kingsland cases, involving claims
amounting to $10,000.000 against Germany for alleged sabo-
tage in the World War, were settled at Washington, on

Dec. 3, in favor of Germany in a decision rendered (we quote

from the New York “Times’) by Associate Justice Owen J.

Roberts of the Supreme Court, dismissing the supplemental

petition of the claimants for a rehearing before the Mixed-

Claims Commission of which he was recently appointed

umpire.
In Associated Press advices from Washington, Dee. 3, it

was stated:

The decision is the second and final one favorable to Germany in the
cases which were reopened at the request of the American agents to permit
the submission of new evidence.

The umpire was called in after the American Commissioner, Chandler
Anderson, disagreed with the German Commissioner, Willielm Kiesselbach.

The previous decision favorable to Germany was unanimous by the two
Commissioners and the Umpire.

The cases involved the destruction of the Lehigh Valley RR.’s Black Tom
Ternrinal in New Jersey and the Kingsland, N. J., munitions plant of the
Canadian Cur & Foundry Co., just before the United States entered the
World War. The United States has sought to prove German agents
responsible for both fires.

The combined Bluck Tom and Kingsland eclaims, including corollary
underwriters’ claims, aggregated approximately $40,000,000. f

At the reopening of the case the United States placed much dependence
upon a series of secret spy messages and letters in an effort to prove
German complicity.

“With regard to the Kingsland case,” Justice Roberts said, “I am not
able to conclude that the fire was of incendiary origin, and thing the proofs
have gone very far toward the sort of industrial accident claimed by the
German agent, It leaves me unable to conclude that the fire was the
purposeful act of “Theodore Wozniak.”

The United States had introduced evidence seeking to show that Wozniak,
at whose bench the Kingsland fire started, was a German agent,

“From the new evidence,”” Justice Roberts continued, “I am not able to
conclude that Wozniak was a German agent; I am able to definitely con-
clude that the Wozniak letters were fraudulent, prepared recently, and not
authentie, and that the German mressages introduced in evidence do not
advance the American case.”

The case is the last to come before the Commission. It will now conclude
its 10 years of litigation and turn its records over to the two Gov-

ernments.
Private claims totaling $186,000,000 have been awarded to American

citizens against Germany by the Commission. Of this sum, about $132,-
000,000 has already been paid. Shipping Board and other claims of the
United States Government totaling some $65,000,000 have been awarded
in favor of the United States, but these will not be liquidated until after
the private claims are paid in full.

In the Washington account, Dec, 8, to the New York
“Times,” it was stated that Justice Roberts ruled that the
new evidence presented was insufficient to justify reversal
of the opinion handed down by the Commission on Oct. 16
1030, a coneclusion which, he said, made it unnecessary to
decide the disagreement between the German and American
Commissioners regarding the jurisdiction of the Commission
to reopen any case previously passed on and decided. In
part, the advices in the “Times” also said:

Dr. Wilhelm Kisselbach, the German Commissioner, contended that the
Commission was without jurisdiction to reopen a case except by mutual
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agreement between the two Commissioners, a point not conceded by Chandler
Anderson, the American Commissioner. . . .

The decision will not serve to return any money to the German Govern-
ment, but will release funds now held in the Treasury for further payment
to the Hamburg-American and North German Lloyd Lines of awards to them
by the war claims arbiter for ships seized in the war.

About $135,000,000 has been paid out from a special deposit totaling
about $160,000,000, including eoney from unallotted interest and other
funds held by the Alien Property Custodian, and about $20,000,000 received
from Germany under the Dawes and Young Plans.

Fronr the remaining funds, amounting to between $26,000,000 and $27,-
000,000, payments will be made of awards, if any, against Germany in the
remaining claims cases numbering about 15 and involving about $1,000,000,
and the payments still due the German ship lines, who have already received
50% of the $76,000,000 awarded them.

S R
Germans Hope U. S. Will Pay—Shipping Companies
Want Sums Held Up by Black Tom Case.

From Hamburg (Germany) a cablegram, Dec. 5, to the
New York “Times” said:

The decision handed down in the Black Tom case has revived hopes in
ghipping circles here of the early release of sums still to be paid by the
United States by award of the Mixed-Claims Commission. The second
installment, still unpaid, involves about $40,800,000 for Hamburg-American
and North German Lloyd Companies.

Heretofore the United States has declined to pay because the funds might
have to be used for conrpensating American citizens. This obstacle having
been eliminated, there remains another. It had been planned to make any
payments out of a fund in which payments from the German Government
were to have accumulated. As such governmental payments have been
suspended, it is hoped this provision will be revised so as to permit early

liquidation of the private claims of German shipping companies.
—_——————

Dr. Charles Melchior of Germany Says Reparations Are
Legally Ended—Changed Economic Conditions
Have Altered Basis of Young Plan.

According to a Berlin cablegram, Dec. 8, to the New York
“Times,” Dr. Carl Melchior, who was the delegate of the
German Government at numerous reparation conferences,
sald in an address before the Rathenau Society, on Dec. 7,
that the Lausanne Conference ended reparations for good,
even though in the “gentlemen’s agreement” the former
Allies indicated that in event of non-ratification of the
Lausanne agreement the Young Plan would again become
the legal basis for the reparation question. The cablegram
continued :

Among the reasons why, in his opinion, the Young Plan is done for, he
mentioned the fact that economic conditions since 1929, when the Young
Plan was framed, have fundamentally changed. The clause of “things being
as they are” being automatically a part of every international treaty, the
Young Plan has left its legal foundation, he asserted.

Aside from legal considerations, he declared it, in fact, imposible ever to
raise reparation claims again beyond the amount set at Lausanne. Never-
theless, there are still problems as a result of reparation payments which
remain to be solved. he said, emphasizing the huge German short-term
indebtedness. In liquidating it two principles must be kept in mind, he
declared—the private credits must be repaid as far as the debtors are
capable, but, on the other hand, a method of repayment must be chosen

which will prevent the ruin of otherwise sound business enterprises.
—_———

German Institute Thinks World Crisis Past—Believes,
However, Recovery Will Be Slow.

In a Berlin message, Dec. 10, to the New York “Times” it
was stated that the Institute for Studying Trade Fluctua-
tions, in its current quarterly report, expresses the opinion
that the world crisis has been definitely overcome, but it
also predicts a prolonged period of depression. It says that
for rapid recovery there would necessarily be revival of
industrial investments. The message added:

This, however, it thinks, is likely to come only when relations between
prices and interest rates are such as to ensure the earning of profits. In
the United States thinks the Institute, the prospect for revival of industrial

investments is relatively good.
—_———

Partial Refund of German Sales (Turnover) Tax
Effective for Exports.

A German Government decree, effective Dee. 1, grants
German exporters a refund of one-fourth of the 2% Federal
sales tax (turnover tax), according to a cable to the Com-
merce Department from Commercial Attache H. L. Groves,
Berlin. The Department’s announcement, on Dec. 5, stated
that exception is made for a specified list of products mostly
raw materials, where no refund on account of the sales tax
will be made.

el e
Germany Balancing Budget—Small Deficit for Seven
Months, but Accumulated Deficit Large.

From the New York “Times” we take the following from
Berlin, Dec. 10:

The Reich’s ordinary revenue during the first seven months of the
financial year was 4,360,000,000 marks, against expenditure of 4,368,
000,000. There was no extraordinary. revenue, and extraordinary expendi-
ture was 16,000,000, Including deficits carried over from 1931, the aggre-
gate deficit is 1,244,000,000 marks.

The Railroad Corporation’s receipts during the first 10 months were
2,418,000,000 marks, and expenditure 2,926,000,000. Of the outlay, how-
ever, 459,000,000 represents payments to the Government on reparation
account and for service of other debts.
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“Employment Bounties' in Germany a Failure—Reichs-
bank President Proposes Diversion of Fund to
Public Relief Works.

Advices, as follows, from Berlin, Dec. 10, are taken from
the New York “Times”:

Reichsbank President Luther finds that the $175,000,000 which von Papen
offered as wage bounties at $100 per head for workingmen newly taken on
but of which industry refused to take advantage, should be diverted to
financing public relief works. In effect, Luther thereby proclaims the
irretrievable failure of the von Papen Cabinet plan to revive industry by
direct State subsidies.

Whereas the von Papen Cabinet expected that its scheme would ultimately
re-employ 1,750,000 men, the labor unions report only 42,000 re-employed
under the scheme. The other part of the von Papen plan whereby $375,-
000,000 in subsidies was given to industry unconditionally but on the
assumption that it would be used to increase production and employment,
has also failed. Beneficiary concerns have simply used the money to repay
bank debts or increase liquidity. Hence the revival of older schemes for
helping industry by large public works.

e TS
German National Income Steadily Declines.

Germany’s national income is now below the 1913 level,
according to official German statistics just published, the
Commerce Department’s Regional Division announced on
Dec. 3. The announcement added :

Much interest has been manifested in figures concerning the national
income of Germany, and data have been particularly hard to obtain, it was
stated. Publication of the official German Statistical Yearbook, however,
gives detailed data concerning this subject.

For 1931 the national income in Germany was estimated at $15,176,-
000,000 compared with $17,212,000,000 in 1930, and $17,879,000,000 in
1929, it was reported. The German marks have been translated into
American dollars at the rate of 23.82c. to the Reichsmark.

On the basis of 1928 purchasing power, taking the national income of
1981 as the basis of 100, the official index shows the year 1928 registering
109 ; 1930 at 104, and 1931 at 92, the figures revealed. The year 1913 is
generally taken as a base in Germany since it was the peak year of an
upward economic trend in that country.

Private incomes in Germany in 1931 totaled $14,111,000,000 as com-
pared with $16,414,000,000 in 1930, and $17,586,000,000 in 1929, of
which sums salaries and wages accounted for $7,875,000,000 in 1931;
$9,433,000,000 in 1930, and $10,255,000,000 in 1929.

Average per capita income of all employed was $342 in 1931, the figures
showed, $408 in 1930, and $445 in 1929, while that of the full-time workers
was $440, $482 and $491, respectively, in the three years mentioned.

————ee

German Pay Cut Decree Repealed.

From the “Wall Street Journal” of Dec. 10 we take the
following (United Press), from Berlin:
The Reichstag, by a rising vote, repealed the President’s emergency decree
of Sept. 4, allowing employers to cut wages if they employ more workers.
e

Bavaria Postpones Payment Due U. S. on Debt.

Associated Press advices from Munich, on Dec. 9. said:
Announcement was made here to-night that payment to the United States
of the $7,500,000 remaining on the Bavarian State debt of 1927 had been
postponed for another six months at 5% interest. Payment originally was
due on June 6.
———

Germans Reported as Effecting a Saving of 66% Buying
Bonds Back—Repatriation of Their Own Dollar
Issues This Year Put at $750,000,000—Actual Cost
$260,000,000—Some Bankers Says Standstill Plan
Is Evaded—Reichsbank Said to Make Concessions
Regarding Operations to Lure Capital Home. :

Frequent reports have appeared in the newspapers within
the past few weeks to the effect that German securities held
in New York were being bought up by leading banks for
German account. One of the items bearing thereon came
from London, Dec. 6, and was published in the New York
“Times,” as follows:

The reported large-scale repurchasing by Germans of their own securities
in New York was among the subjects coming before the study commission
of the Gernran standstill committee when it met in London to-day.

It is understood the delegates had before them the memorandum from
the Reichsbank giving the first exact figures on this buying movement,
which had been reported in some quarters as being of extraordinary pro-
portions.

The first day’s session was mostly preliminary, however, and no announce-
ment of any decision was issued. The meeting will be resumed to-morrow.

The heading above which we make use of is taken sub-
stantially at it appeared in the “Times” of Dec. 11, in pub-
lishing the following account:

Repurchases by Germans of their own dollar bonds this year may have
reached a principal amount of $750,000,000, involving actual costs of $250,-
000,000, according to estimates reaching Wall Street last week. Figures
understood to have been supplied to the London standstill committee by
the German delegates who have been conferring there with bankers prepara-
tory to an agreement to replace the present standstill plan expiring on
Fe.b. 28, place the totals at one-half this amount, namely: 1,500,000,000
reichsmarks of principal, repurchased at a cost of about 500,000,000
reichsmarks.

Whatever the precise figure, it is evident that a considerable movement
has been in progress. The significance of this development and how it has
come about constitute a subject of increasing concern to bankers here who
are interested in German credits. One group considers the large-scale
repurchases of German dollar bonds as a flagrant evasion of the rights of
the standstill creditors. Another regards the development as an indication
of German financiul recovery and considers that it will in the long run
prove the salvation of German economy.
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Most German dollar bonds listed in this market have been available in
the last year at from 40 to 50% of parity, or even less. But these same
issues in Germany command a considerably higher price. It is therefore
possible to purchase German dollar bonds here, take them back to Germany
and sell them at a profit. Owing to the restrictions on exchange, however,
the marks received for the bonds in Germany cannot be transferred from
the country; consequently the arbitrage holds no attraction to foreigners.
A few German speculators who have practiced it run the risk of severe
prosecution for violation of the exchange laws.

Reichsbank Makes Ezceptions.

The Reichsbank has, however, permitted purchases of German dollar
bonds in certain cases. Where German export firms have satisfied the
authorities that they can effect ‘“‘additional” exports of German goods if
they were permitted to invest a part of the proceeds of their foreign sales
in German dollar bonds and sell the bonds in Germany, it has been the
rule to issue permits for the transactions.

In effect, this has resulted in the application of these arbitrage profits
against the cost of the goods exported, with the result that additional goods
can be sold abroad at cheaper prices, producing more foreign exchange with
which to continue the process.

The operation, theoretically, is limited to concerns that by the nature
of their business ‘“‘create” foreign exchange. But in practice it has been
possible for Germran utility companies and other organizations which do not
create foreigr exchange to obtain the good offices of industrial companies in
repatriating their dollar bonds.

In this way a German utility can arrange to have its dollar bonds bought
by an exporting firm, pay the exporting firm in marks, and retire the
bonds at a fraction of their principal amount. The exporters get their
arbitrage profits and the utility reduces its indebtedness at 30 to 40 cents
on the dollar. But, in the meantime, foreign banking creditors under
the standstill agreement are wondering whether they do not have first claim
to the dollar exchange used in the transaction.

Another type of transaction involving the repatriation of German dollar
bonds, which has been pursued steadily in small amounts for some time, is
that whereby German farmers are able to repay their mortgages at 50c. on
the dolla through the tender of bonds of the German Central Bank of
Agriculture. This institution, commonly referred to as the Agricultural
Mortgage Bank, accepts its bonds at face value in payment of mortgages.
Since the bonds have been available in New York at a quotation of less
than 50, farmers having mortgages due have been eager to obtain them for
use in settling their debts.

Although transactions of this type are forbidden under the restrictions
against exportation of exchange, they occur constantly, and it is the under-
standing in Wall Street that when it appears that a farmer will be com-
pelled to default on his mortgage unless he can obtain relief, the Reichsbank
will permit him to purchase the dollar bonds.

Bonds Return to Germany.

To some extent, also, repurchase of dollar bonds by Germans has been
permitted as a means of luring capital back to Germany. Germans who held
capital abroad before the crisis can make profits by buying German dollar
bonds and taking homre their money in this way, and the Reichsbank is
understood to have countenanced such transactions on the ground that
otherwise the funds might stay abroad indefinitely and be impossible to
trace and control.

Moreover, this type of transaction is capable of effecting a substantial
saving in Germany’s service on her foreign debt. According to an example
given in a recent edition of “The Economist,” this saving to Germany’s
balance of payments may amount to nearly 20% in certain cases. Taking
the interest and sinking fund charges on a representative German loan at 9%
and its price at 40%, it is pointed out that a German who sold $400 worth
of 3% % Liberty bonds, for example, and purchased $1,000 face value of a
German loan would lose $14 a year of interest on the Liberty bond but save
390 a year service on the German loan, or a net saving to Germany’s balance
of payments of $76 on a transaction involving the use of $400 of exchange.
If the money used to purchase the German bond had merely been on deposit
in a bank here or otherwise invested at a lower rate of interest than 3%%
the saving would be even greater.

On this basis it is possible that the German purchases of their dollar
bonds, involving between $125,000,000 and $250,000,000 cash annually, may
mean annual savings of $25,000,000 to $50,000,000 a year on Germany’s
balance of payments. The annual gross service of Germany’s foreign debt,
estimated by the Young Plan Advisory Committee a year ago as amounting
for 1932 to between $381,000,000 and $441,000,000, may have been reduced
therefore to between $356,000,000 and $391,000,000 annually,

To what extent these repurchases have reduced Germany’s assets held
abroad, which were estimated by the Young Plan Committee to have
amounted in November 1931 to not less than $1,929,420,000, and probably
a good deal more, can be guessed at only, but even at the highest estimate
of the amount of cash involved the reduction cannot have been large.

Long-Term Effect of Operations.

Of greater interest is the long-term effect of the movement upon QGer-
many’s foreign banking creditors. Considerable progress has been made in
the repayment of the standstill credits, and the total to be covered by next
year's new agreement, it is estimated, will not be more than $900,000,000,
against $1,051,960,000, the amount reported by Albert H. Wiggin, Chair-
man of the American standstill committee, as outstanding early this year,
The figure given by Mr. Wiggin was substantially less than the total of
$1,276,752,000 that the official report of the foreign creditors’ standstill
committee said was covered by the present agreement, but the discrepancy
is believed to be made up largely of credits repaid but still held open
under the agreement.

Some of the standstill creditors take the view that they have first claim
upon any foreign exchange available and that the use of a portion of their
foreign excl}ange for the repurchase of German long-term dollar bonds
works an injustice to them, Other bankers point out that these repurchases
are not without compensating features for the bankers. They result in a net
reduction of Germany’s balance of payments, which eventually will ““defrost”
all foreign credits lodged in Germany, it is argued. In addition, it 1s held
they help to maintain the prices of German dollar bonds at higher levels
than would otherwise obtain if the constant demand from German sources
were not present in the market, with consequent benefits to all banks
holding German bonds or other German obligations,

————e

Study of Germany’s Foreign Trade by National Indus-
trial Conference Board—Disproves Belief That
Exports to Countries Other Than European Has
Been Increasing.

A study of Germany’s foreign trade recently completed by
the research staff of the National Industrial Conference
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Board is said to clearly disprove a popular belief that in
recent years Germany has been increasing the proportion of
her exports to countries other than European, particularly
to North and South America and to Asia and Africa. Almost
70% of Germany’s total exports, it is stated, go to the coun-
tries with which Germany shares common frontiers, while
the largest single source of German imports is the United
States. The principal markets of Germany are in the coun-
tries of Europe, which for many years have had close com-
mercial and political relations and are accustomed to Ger-
man methods of doing business. The Board’s analysis, made
public Dec. 14, also says:

The geographic distribution of German foreign trade-during the current
business depression shows certain significant and unexpected shifts. Exports
to European countries represented 73.6% of tctal exports in 1929, This
percentage was increased to 77.9% in 1930 and to 81.09% in 1931. The
percentage taken by North and South America declined from 15.5% in
1929 to 12.6% in 1930 and to 9.9% in 1931. During the same period
the percentage taken by the United States declined from 7.4% to 5.7%
and 5.1%. Exports to Asia accounted for 7.8% in 1929 and 6.7% in 1930
and 1931. Africa took 2.83% of total exports in 1929, 2.29% in 1930, and
1.9% in 1931. Exports to Australasia declined from 0.8% to 0.5% and
0.4% in the same period.

These figures show that inter-European markets are of overpowering
importance to the export trade of Germany, and that the maintenance of
German exports was made possible by the relative stability of the European
markets and was not accomplished by forcing her exports in extra-European
countries where the United States is supposed to have a special interest.
Even when comparison is made with the situation in 1913, Europe absorbed
a larger proportion of German exports in 1930 and 1931.

The other side of the picture, as revealed by the survey,
shows that, although Europe remains the largest source of
Germany’s imports, and although the percentage of German
imports from Europe increased from 1929 to 1931, Europe
South America as exporters to Germany is accounted for
supplies Germany with only a little over half of her total
import requirements. The relative decline of North and
largely by the fact that there has been a tremendous decline
in the price of principal export commodities, such as cotton,
coffee, copper and wheat. In 1931 Germany bought from
extra-European countries 44.1% of her total imports, while
she sold to them only 19% of her total exports. The crea-
tion of a large export surplus by Germany, according to the
Board, was accomplished by reducing imports and not by
increasing the value of exports. The decline in the value
of her imports was to a large extent due to lower prices, thus
enabling her to satisfy her demand for foreign products at a
price lower relatively than foreign countries paid for the
products which they bought from Germany,

—e

United¥ Mine Workers Lodge Protest with Treasury
Against Ruling Exempting from Revenue Tax
Imports of Coal from Canada, Great Britain and

Germany.

Reconsideration by the Treasury Department of a recent
ruling exempting coal imported from Canada, Great Britain
and Germany from the 1932 revenue tax of 10c. per 100
pounds was requested by the United Mine Workers in a
letter of protest to President Hoover, made public by that
organization on Dec. 4. We quote from an account that
day to the New York “Times,” from Washington, which also

had the following to say :

Under the law the coal tax does not apply if, during the preceding cal-
endar year American exports were greater than the amount imported from
the country in question. Virtually no coal was imported last year from
Canada, while exports to the Dominion from this country were large. The
law further provides that the tax would not apply where treaty provisions
of the United States provide otherwise.

The Department found that under treaty provisions with Great Britain
and Germany both countries are entitled to as favorable treatment as is
accorded to Canada or to any other country.

Ellis Searles, official representative of the mine workers, in his letter to
President Hoover characterized the Treasury ruling as striking a *‘disastrous
blow” to the domestic coal industry.

“There never before was a time,” he said, “when the coal industry of the
United States was in such a deplorable condition as it is to-day. This fact
is generally known and recognized. Tens of thousands of mine workers are
unemployed, deprived of the opportunity to earn a living for themselves
and their families. Widespread bankruptcy prevails among coal-producing
companies.

“The tariff tax of $2 per ton on coal Imported into the United States
was levied by the Revenue Act of 1932 to afford at least some measure
of relief from this condition, but the Treasury Department now rules that
the tax does not apply to imported coal.

““As the official representative of this organization, permit me to say that
the United Mine Workers of America is deeply concerned with this matter,
believing that the ruling of the Treasury Department is unjust and that it
seriously retards any improvement in the condition of 700,000 American
coal miners and their families, as well as the 4,000 coal-producing companies
and their billions of invested capital.

““The United Mine Workers of America earnestly protests against the
ruling of the Treasury Department and urges a full reconsideration of the
subject-matter.”

Regarding the action of the Treasury Department exempt-
ing importations of coal from the countries indicated, we
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quote the following from the “United States Daily” of
Nov. 28:

Shipments of coal fromr Canada, Great Britain and Germany will not be
subject to the tariff of 10c. per 100 pounds which the Revenue Act of 1922
imposes on importations of coal, according to an order issued Nov. 25 by
F. X. A. Eble, Commissioner of Customs.

Under provisions of the Act the duty will not have to be paid on ship-
ments from Canada, and, therefore, shipments from Germany and Great
Britain must be exempt under terms of most-favored-nation treaties existing
between the United States and those countries, it was explained at the
Bureau of Customs.

Section of Act Cited.

The section of the Revenue Act which imposes the tariff on coal, Section
601 (e¢) (5), declares:

“The tax Imposed on articles described In this paragraph . . shall not be
fmposed upon any such article it during the preceding calendar year the exports
of the articles deseribed In this paragraph from the United States to the country
from which such article is imported have been greater In quantity than the Imports
into the United States from such country of the articles described in this paragraph.’

Because of this provision imports from Canada must be exempt from the
new tariff, according to oral statements made at the Bureau. The exemption
whidh the Act thus grants to Canada automatically extends a like immunity
to coal from Great Britain and Germany because of treaties existing with
those countries.

Agreements on Duties.

A treaty of 1923 with Germany and one of 1815 with Great Britain stipu-
late that America shall not charge higher duties on imports from these
countries than are charged on like importations from any other single
country. Therefore, German and British shipments must be handled like
Canadian imports, according to the oral explanation. The Department of
State called the existence of the treaties to the attention of the Bureau of
Customs, it was said at the Bureau.

An official abstract of the decision granting duty-free status to coal
from Germany and Great Britain follows in full text:

Abstract of Decision.

(6) Revenue Act of 1932—Coal.—In view of the provisions in the treaties
between the United States and Great Britain and Germany, respectively,
and of the express provision made by the Congress in Section 601 (a) of the
Revenue Act of 1932 for an exception from the application of the taxes
thereby imposed in cases where treaty provisions of the United States other-
wise provide, held that, so long as coal from Canada or any other
country is exempt from the tax prescribed in Section 601 (c) (5) of the
Revenue Act, coal from Great Britain or Germany is entitled to similar
treatment when importetd into this country. Bureau letter dated Nov. 14
1932. (110409.)

—_—

Hungary Declares 20-Day Moratorium.
Erom tht? New York “World-Telegram” we take the fol-
lowing (United Press) from London Dec. 16:
The Hungarian Government has declared a moratorium of twenty days

on all debts, beginning to-morrow, an Exchange Telegraph dispatch from
Budapest said to day.

Austrian Bank Waives 12149, Materials Quota—Allows

Private Clearing for Foreign Long-Term Credits.

A cablegram as follows from Vienna Deec. 10 (copyright)
is taken from the New York ‘“Herald Tribune’’:

On Wednesday the Austrian Central Bank waived its clalms to the 1234 %
raw material quota which exporters were onliged to pay. Business firms
exporting against foreign exchange had to surrender ¢ of this exchange to
the Central Bank at the official exchange rate which was more than 20%
below the international schilling rate, entailing a loss of 214 % for exporters.
l(::t of these quotas the Central Bank financed fuel and other raw material

pOrts.

The Central Bank further announced that foreign long term credits can,
in the future, be converted into schillings in private clearing at the inter-
national exchange rate. Both regulations are moves toward the return to
normal trade conditions and further steps are expected. In this connection
offers of foreign currencies on a free market have increased, causing a decline
of premiums from an average of 2314 to 23%.

The Central Bank has almost ceased to be a clearing place for foreign
means of payment, leaving these transactions to privileged private banks.
The only exception is that of certain governmental needs of foreign exchange
that are negligible. Rumors circulated abroad that Hungary soon will
resume interest and sinking fund payments on the League of Nations and
other public loans falling under the moratorium were unfounded since the

Hungarian Oentral Bank states it has hardly enough foreign exchange to
satisfy other current needs, b o

—s

Austrian Exporters Urge Promotion of Exports to
Stimulate Employment—Asks Foreign Exchange
Control Be Placed in Hands of Commercial Body.

While urging that foreign trade be promoted in order to
stimulate employment for idle weorkers, Auttrian exporters
recently criticized the foreign exchange policy of the Austrian
National Bank, suggesting that such control be placed in the
hands of a commercial body, according to a report to the
Commerce Department from Assistant Commercial Attache
D. F. Spencer, Vienna. The Department’s advices Dec. 9
further state:

Voicing the extreme difficulties resulting from strict application of trade
restrictions, Austrian exporters emphasized that large foreign deals are
particularly apt to be lost since negotiations are usually so long drawn out
as to discourage foreign buyers.

Close calculations are needed to-day in international competition, it was

" pointed out, and Austrian exporters were represented as being unatle to
do this owing to the unstable nature of the exchange factor. If exchange
restrictions must be made it was urged that they be placed under the jucis-
diction of a commercial body which will be more readily able to make
foreign exchange available.

Among the demands made by the exporters upon the National Bank
were the following: 4

That the Bank waive its claim to 1214 % of the raw material quota and
that it no longer require documentary evidence showing the origin of the
schilling amounts when exporting against schillings; that the Austrian
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Tobacco Monopoly effect its purchases in the Balkans exclusively agalnst
compensation in Austrian industrial products, freezing of foreign credits
should no longer be continued since this leads to retaliatory measures
severely injuring rhe Austrian exporter; the export premiums promised to
industry and resulting from the revenues derived from ex-contingent import
permits should in future be distributed exclusively to Austrian exporters

through a neutral body.
—_——

Denmark to Lower Barriers to Trade—New Agreement
k-, Will Permit Imports Up to 909 of 1931 Amounts.

— =5
A wireless message from Copenhagen Dec. 7 stated:

Under a new agreement of all political pariies it will be possiole for
importers to land in Denmark during the coming 12 months at least 90%
of their imports during 1931.

The new system means greater facilities for trade. Certain restrictions

are to be maintained, but only for 55% of all imports, so the possioility
still exists for the Government to give trade preference to Britain in return
for what may be obtained in the present negotiations in London.
B While Denmark’s total imports were reduced about 20% during 1932,
Denmark's imports from Britain increased from 13 vo 17%. Thus far
the new scheme provides all previous facilities but, while hitherto the whole
importation has been dependent upon currency licenses now 35% of all
imports will be placed in a special group on a ““free list'* and it is foreseen
that a'l importers can impory at least 90% of their total imports of 1931.
What concerns the United States is the currency pronlem, which creates
an actual barrier, and therefore special regulations have been made, par-
ticularly for vhe importation of automobiles.

—_—

Roumania Establishes Import Restrictions on Wide

Range of Products.

On Dec. 8, the Department of Commerce at Washington

said:
) By decree effective Dec. 6 1932, the Roumanian Government requires
import permits for the importation into Roumania of a wide range of prod-
ucts, including automobiles, tires, machinery, typewriters, electrical
goods, chemicals, &c., according to a cablegram received in the Depart-
ment of Commerce from Commercial Attache Sproull Fouche, Bucharest,

It is reported that, previous to the issuance of the above decree, Dlans
to establish import quotas for products imported into Roumania had been
under consideration by the Roumanian Government for the purpose of
restricting imports and effecting a more balanced trade with certain coun-
tries.

Forelgn exchange transactions have been under the control of the National
Bank of Roumania since May 18 1932, and the exchange regulations which
have been enforced since that date have curtailed imports to a consider-
able extent.

R S

Czechoslovak Farm Party Backs Import Control Bill
Aimed to Raise Prices—Establishes Livestock
Production Syndicate.

A bill calling for the establishing of a Live stock Production
syndicate, patterned after the Czechoslovak Grain Syndicate,
is to be introduced in the Czechoslovakian Parliament, and
will have the backing of the Agrarian Party, which is seeking
ways and means of aiding the farmers of the country, it is
made known in a report to the Commerce Department from
Assistant Trade Commissioner S. E. Woods, Prague. The
Department on Dec. 5 further stated that it is proposed that
the syndicate be given full control over the imports of live
stock, meat, bacon, sausage, milk, cheese, butter, eggs
and casein, the report stated. It is hoped that by action
of the Syndicate rises in the prices of local farm products
will be caused.

Greek Minister of Finance Quits Following Cabinet’s

Decision to Pay 30% Due Foreign Bondholders.
——ery — C— - —— -

Associated Press accounts from Athens, Greece, on Dec.
16 said: '

In consequence of the Cabinet's decision to pay 30% due to foreign
bondholders under the Varvaressos agreement made by the late Govern-
ment, M. Angelopoulos, Minister of Finance, has resigned. The pay-
ment will be made Monday.

Regarding the American 1929 loan, payment of which was due Nov. 10,
the Carinet decided in principle also to pay 30%, but first to submit the
question to a meeting of all party leaders tO-morrow.

————————

Stanislaw Patek Named as Polish Ambassador to
United States.

Stanislaw Patek, Polish Minister at Moscow, has been
appointed Ambassador to the United States, it was
announced in Associated Press accounts from Warsaw,
Poland, on Dec.10, which said:

He will be succeeded at Moscow by Julius Lukasiewicz, at present Minister
to Austria.

It was rumored that Tytus Filipowicz, Ambassador to the United States,
would become Ambassador to Japan.

On Dec. 10 Warsaw advices to the New York ‘“Times”
stated:
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