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The Financial Predicament of New York City—Further Elimination of Salary
Increases the Remedy, Rather Than New Tax Levies.

OVERNOR LEHMAN has yielded reluctantly to
the requests of the Board of Estimate and Ap-
portionment of the City of New York and has called
an extra session of the State Legislature, to convene
on Wednesday of next week, for the purpose of pro-
viding means with which to raise an additional
$41,000,000 of revenue so as to enable the City to
finance further expenditures for work and home
relief. The City authorities had petitioned the Gov-
ernor to call an extra session of the Legislature to
enact “revenue bills that will provide the funds
required during the term of the emergency.”

In his reply indicating that he would call an extra
session, since there appeared to be no other course
open to him, and though he found himself utterly
out of harmony with the proposals for raising the
amounts needed, Governor Lehman took occasion
to go into careful analysis of the City’s situation
and to make certain observations which the Admin-
istration of the City could hardly have relished, but
which the latter might well take seriously to heart.
The Governor points out that there are ovhiously
two ways in which additional funds might be made
available to the City. The first would be through
reductions in the operating budget; the second by
levying additional taxes. As to the first he said:
“I assume that your Board will effect every possible
economy 80 that governmental cost may be reduced
to the lowest point consistent with the maintenance
of the essential functions of the City.” But he
also went on to add: “I urge the necessity for
further reduction of the budget to the end that
additional savings be made and the credit of the
City thereby improved.”

This last is good and sensible advice, and is the
method by which the existing emergency should be
met, rather than by burdening the community with
additional taxes. The Governor also said that he
deemed it his duty to remind the Board of Estimate
that the immediate question of securing funds to
finance unemployment relief, while of the utmost im-
portance, was only one phase of the general finan-
cial situation of the City. It appeared from public
statements of the Comptroller, he averred, that the
City has a large aggregate of floating indebtedness
which comes due within the next few months. This
must be met either through payment, extension or
refunding into long-term obligations. The Gover-

nor also called the attention of the Board of Esti-
mate to the fact that last December, while he was
serving as Acting Governor, he was suddenly con-
fronted with the responsibility of calling an extraor-
dinary session to permit the City of New York to
meet an emergency situation. As to this he re-
marks: “Because of the urgency of the situation
I had no choice but to comply with the request.
Since then, you will recall, that on several other
occasions there have developed so-called ‘financial
crises’ in the affairs of the City, which were cared
for only at the last minute, and which undoubtedly
affected the credit of the City. Now comes this
request for another extraordinary session.”

In other words, the City is in chronic financial
difficulties, and the Governor is simply stating a
well-known truth when he says so. All this merely
emphasizes the Governor’s warning of “the neces-
sity for further reduction of the budget to the end
that additional savings be made and the credit of
the ICity thereby improved.” And this object, in
our estimation, can be attained in no better way
than by the elimination of some more of the salary
increases which were made with such prodigality
during the last 10 years, either directly by the City
authorities, or -through the mandate of the State
Legislature, often in response to the request of these
same City authorities. 'We believe it correct to say
that no other municipality in the country during the
last dozen years made salary increases with such
great freedom and in such a wholesale way as did
the City of New York. The general feeling seemed
to be that the City had endless sources of revenue
with which to meet demands of that kind and a
ready means of providing additional revenue seemed
always at hand in the raising of the assessed values
and actually billions were added to these assessed
values in the short space of a few years, with the
result that the tax rate was prevented from rising,
thereby conveying the impression that the City was
being administered with due economy when the re-
verse was the case, and the yeérly budget kept in-
creasing by the hundreds of millions. Between 1923
and 1931 the assessed value of City property was
raised from $11,060,821,243 to $20,073,060,764, while
the City budget was run up from $353,350,975 in
1923 to $631,366,297 in 1932, without counting the
contribution by the State towards education, which
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amounted to $18,542,556 in 1923 and $47,023,649
in 1932.

We say that no better way can be suggested of
reducing the budget of expenses than by the elimina-
tion of “some more” of the salary increases of recent
years, because last December certain salary reduc-
tions were put into effect at the special session of the
State Legislature to which reference has already
been made, this having been done in response to the
demand of the bankers, who insisted on a cutting
down of the budget before they would extend further
aid to the City in meeting its pressing current obliga-
tions. These salary reductions, however, canceled
only a part of the tremendous salary increases previ-
ously made, and the aim now ought to be to cancel
the remainder of such increases. It was estimated
at the time that the City payroll had been reduced
through these reductions in the aggregate amount
of $19,112,068. But as proving that these reduc-
tions, while substantial, went only part way in the
process, it is necessary only to enumerate a few
instances of the exact changes made in the case of
the higher officials of the City government.

Thus we find that the President of the Board of
Aldermen, whose salary was increased from $15,000
to $25,000 beginning with 1930, has been reduced to
$20,000, which is still $5,000 more than the rate
of pay before the advance in 1930. In like manner
the Corporation Counsel, whose salary in 1930 was
raised in the same manner from $15,000 to $25,000,
now, after the 1933 cut, is still $5,000 in excess of
his pay before the increase of 1930. The Mayor, who
had his salary increased towards the close of 1929
from $25,000 to $40,000, now gets $29,915, or nearly
$5,000 more than the rate of pay before the 1930
increase.

The six Commissioners of the Board of Taxes and
Assessments, who were getting $9,000 and were
raised in 1930 to $12,000, have suffered a cut, but
only to $10,840, leaving still an addition of $1,840
over the amount previously paid. The New York
“Fyening Post” on June 13 1933 published a table
prepared by the City Party, which showed that 49
high positions in the City Administration are still
paying higher salaries than before the increase made
at the close of 1929. It was also pointed out that 39
City officials receiving more than $10,000 a year
are still getting higher pay after the cuts of last
December than in the prosperous year 1929. We
reproduce this table below, and have also made foot-
ings to show the total amount involved, after allow-
ing for the number of officials to be taken into
account where there is a body of officials at a given
rate of pay. This table shows that the 78 positions,
the aggregate pay of which was $685,000 before the
increase of 1930, and the amount of which was raised
by said increase to $873,500, are now receiving
$768,575, which is $83,575 in excess of what these
positions paid in the aggregate before the increase
referred to—which shows how much room there is
for further reductions in order to get back to the
vay scale before the notorious rise in 1930.
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PRESENT SALARIES OF NEW YORK CITY OFFICIALS
COMPARED WITH 1932 AND 1929,

Salary —
1932.
$25,000
10,000
12,000
8,500
12,000
40,000
17,5600
15,000

1929.
$15,000

Position—
President Board of Aldermen. ..
Assistant to Board of Aldermen
City Clerk
First Deputy City Clerk
Secretary Board of Estimate and Appropriations.. ..
Mayor
Director of Budget..
Secretary to Mayor.
Controller

1933.
-~ $20,000
- 9,140
10,840
7,790
10,840
29,915

Corporation Counsel. - - - - - - - oo cemecmceiccemaeae
President Board of Taxes and Assessments
Commissioners, Board of Taxes and Assessments (6) .
Commissioners, Board of Elections (4)

President Municipal Civil Service Commission.. ..
Commissioners, Municipal Civil Serv. Com. (2)....
Commissioner of Accounts

Commissioner of Licenses. ..

Commissioner of Public Mark

Borough Presidents (5) .. .-~

Commissioners of Public Works (5) -

President Park Board

Commissioners of Park Board (4) -

Commissioner of Health__ . _ ...

Commissioner of Public Welfare

Commissioner of Hospitals_ ...

Commissioner of Tenement Houses

Commissioner of Water Supply, Gas and Electricity
Commissioner of Correction

Commissioner of Plant and Structures

Commissioner of Docks

Commissioner of Purchases_ . - ._ ...

Chief Clerk, Magistrate Courts

Munieipal Court Clerks (25)

8,500
15,000
15,000
15,000
20,000
12,000
12,000
10,000
15,000
15,000
15,000
15,000
15,000
15,000
15,000
15,000
15,000

8,000

4,500

$873,500

Grand totals. .o cccmccmeiicccmsacscmne e mnan8108,675 $685,000
Our contention is that the whole of this rise of
1930 should be expunged. Not only that, but that
all other salary increases made, say, during the last
10 years, should also be expunged—and these salary
increases were numerous in all branches of the City
government—and that if this were done it would go
a great way, if not the entire way, toward wiping
out the budget deficiency under which the City
government is now laboring. This is the view, too,
of all the mercantile bodies of the City which have
made an investigation into the subject and expressed
their opinion in the matter. Thus the Chamber of
Commerce of the State of New York, ever alive to the
City’s welfare, on June 7 1933 reiterated its oppo-
sition to the raising of additional City revenues by
inereasing taxation, and again urged reduction in
mandatory salaries and the elimination of unneces-
sary positions. James Brown, President of the
Chamber, sent the following telegram to Mayor
(’Brien at the time: “The Chamber of Commerce
of the State of New York has repeatedly recom-
mended curtailment of municipal expenditures, but
with little succeés, and is opposed to any method
for raising new revenues in its place. Reduction in
mandatory salaries and elimination of unnecessary
positions can be effected by special session of State
Legislature also approved by Chamber.”

This hits the nail on the head, and is the policy
that the City Administration should implicitly
accept for its gnidance. Not alone should all sine-
cures and useless job-holders be abolished, which of
course is a necessary preliminary in any event, but
during the last 10 years there have been innumerable
wage and salary advances, as already stated, some
of them mandatory but a great many others volun-
tary. It should now be made a specific requirement
that all these wage and salary increases, both in the

‘case of the higher officials and the lower officials,

and also in the case of all other bodies of employees
for which the City is in any way responsible, be
reduced to their former levels. Mere reductions of
5% or 10% or 15%, or higher, such as have recently
been undertaken, will not suffice for the purpose
where the antecedent increases have heen two or
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three times that amount. Every rate of pay, from
that of the Mayor himself down to the lowest city
office-holder, should at once be reduced to the level
of 10 years ago. Where there has been no increase
there will be no reduction, but where there have been
big increases, as has so generally happened, the for-
mer scale of pay should be quickly restored, and no
body of City employees should be allowed to escape,
considering the necessities of the City—the rate of
pay should be put back to the level that prevailed
say 10 years ago, since, owing to the City’s distress
and desperate financial plight, no other course is
open.

We wish to say, too, that this rule should be ap-
plied in the case of the school teachers, as well as
in the case of all other City employees. We are
prompted to make this remark because we notice
that the Citizens’ Budget Commission, with Peter
Grimm as Chairman, in a letter under date of
July 17 to Governor Lehman, suggesting retrench-
ment measures for the City to follow, while giving
much sensible advice which the community should
insist that the City Administration heed, enume-
rates as one of the things to be done “the repeal of
mandatory salary laws,” but says “except as to
teachers.” We think there ought not to be any such
exception. On the contrary, the big increases given
the teachers in 1927, after a long antecedent series
of increases, presents the most flagrant case of all.
An addition to the City payroll was made at that
time for which there was not the slightest warrant
or justification. It was simply an unconsionable
raid upon the City Treasury. A special Commis-
sion which then had the salary increase under con-
sideration made unqualified admission that the City
teachers were then receiving (without the proposed
increase) a higher rate of pay than was being paid
for the same kind of professional work in other
cities of the United States, but recommended the
increase nevertheless. And the City Administration
seemed only too anxious to placate this body of
voters. To be sure, last December, at the special
session of the Legislature to which several references
have already been made, a reduction in school teach-
ers’ pay was forced after most vociferous protests
upon the part of the representatives of the teachers,
‘but these reductions eliminated only a part of the
big increases made in 1927. These reductions were
on a graded scale, running from 6% on the first
$2,000 of the wage to 33 9/10% on amounts of wage
and salary above $15,000 per year. Buf, as said,
this still left a considerable part of the huge increase
made in 1927 unaffected. And this remainder
should now also be eliminated.

We think this paper was the only publication that
took a vigorous stand against the unpardonable in-
crease of 1927, and what we then said in opposition
is worth reprinting now when retrenchment and
economy in City affairs are such an urgent need of
the day. We went into a long and extensive analysis
«of the pay of the City school teachers at that time,
showing not only the proposed increases of 1927
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(subsequently adopted) but also the long series of
preceding increases, using as a basis figures pre-
pared by the special Commission of Fifteen, and
we now reprint a few extracts from our remarks at
that time. The article itself which we then pub-
lished on the subject covered nearly five of the
“Chronicle” pages, and appeared in our issue of
April 2 1927 (pages 1879 to 1883), but we have room
for only a few especially pertinent excerpts from
the same to illustrate our point, as per the following:

REPRINT OF ARTICLE ON SCHOOL TEACHERS' PAY IN “FINANCIAL
CHRONICLE” OF APRIL 2 1927.

It is high time that the public became aroused as
to what is going on in the matter of raising the sala-
ries of New York City school teachers and gave con-
sideration to the utter lack of merit there is in the
proposition. Year after year proposals of one kind
or another keep cropping up for making these wage
increases and involving additions to the City Budget
running all the way from $15,000,000 to $20,000,000
a year. The “cause” of the City teachers—if such

it can be called—is being urged with a persistency
that is perfectly amazing and which has few if any
parallels in endeavors to add to the pay of other
Governmental employees.

Are these school teachers really being underpaid ?
Is there any basis for the idea, to which such wide
currency is being given, that they are now and have
for a long time been badly treated from the stand-
point of proper compensation? Authentic material
is now available for determining the question, and
this material is illumining in the highest degree.
It completely knocks away any and every prop that
may have been supposed to exist in support of the
argument in favor of higher pay. These school teach-
ers are not being underpaid. The exact reverse is the
case. i

The material to which we allude is contained in
the report rendered on March 14 by the Mayor’s Com-
mittee on Teachers’ Salaries. The Committee was
an entirely friendly one, as is evident from the tenor
of its remarks. The Committee indeed recommends
pay increases which it takes pains to declare “it justi
fies entirely upon the need for attracting to the
schools a better quality of teachers and offering in-
ducements which will hold them in the service and
stimulate professional growth and increased devo-
tion to their work for the children.” As a matter of
fact, every page in the report refutes the idea that
any such need exists or that any such inducements
are necessary, since they are already present to an
overwhelming degree.

Indeed, the Committee finds itself obliged to say
that “at the present time there seems to be no dearth
of candidates for teaching positions except in cases
where unusnal qualifications are demanded. The
training schools are overcrowded, and the fact that
the entering classes are increasing in size is evidence
that the overcrowding is not due entirely to the
lengthening of the training school course. The time
is not far distant when the City schools will be unable
to absorb the products of the training schools unless
this product is limited in number by higher standards
of admission.”

The Committee was appointed on Oct. 10 last. It
was appointed in response to a resolution adopted
by the Board of Estimate and Apportionment a con-
siderable time before. The resolution noted that a
number of bills were pending before the Governor
providing for salary increases, and that the City
Comptroller had reported that one of these bills
singled out for special mention, namely, that by
Assemblyman Riceca, “would require an additional
expenditure of $17,000,000 for teachers’ salaries next
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year, and that the City is financially unable to meet
this increase within the 2% constitutional tax limita-
tion,” and inasmuch as the increases contained in the
various bills were not believed to be founded on a
scientific or disinterested basis the resolution pro-
vided that “a committee of fifteen be designated to
make a thorough and scientific study of the entire
question of teachers’ salaries in the City of New
York, five members to be appointed by the President
of the Board of Education, 10 members to be ap-
pointed by the Mayor, and to proceed with diligence
and make a report at the earliest possible date.” Tt
is this Committee that has now rendered its report.

In the first place, the report destroys the illusion
that there have been no previous pay increases for
the teachers. There have been many of them, the
last in 1920, at the time when commodity values were
on such an inflated basis. Indeed, there were two
increases in 1920, one in January and the other in
August, the effect of the two together being to raise
the pay in many cases over 100%. This fact should
be clearly kept in mind that in 1920, as the result of
two separate increases, the teachers had their pay
doubled and in some instances more than doubled.
Yet they are not satisfied. -

The report points out that the present salary agita-
tion by members of the supervising and teaching
staff dates back to 1924, when the teachers intro-
duced into the Legislature a bill designed to increase
substantially the salary schedules for members of
the supervising and teaching staff. This bill was
passed by the Legislature in 1925 and was vetoed by
the Governor. In 1926 a revised bill was again
passed by the Legislature and vetoed by the Gover-
nor. In each instance Governor Smith took the posi-
tion that under the Home Rule Law the City had
full and adequate power to determine what salaries
should be paid to its teachers. The report states
that the teachers’ salary laws of 1898, 1900, 1912,
1919 and 1920 “have steadily raised the rates of pay”
of the teachers and furnishes the following schedule
of the rates for the larger groups of the teaching
force in support of the statement. We have added
a line to show the further increases now suggested :

Elementary High School

Minimum. Mazimum. Minimum. Mazimum.

$720a $2,160a $900d $2,100a

500b 1,360¢ 900e 1,800f
900 2,400 1,300 2,400
600 1,440 1,100 1,900
720 1,820 900 2,650
900 1,920 900 2,650
1,005 2,700 1,350 3,150
1,500 3,250 1,900 3,700

*1898—Men._ .
Women -
1900—Men.__ -
Women_

1920—Jan. 1__
Aug - - _
Proposed and
subsequently
adopted - - _ _ 1,608 4,092 2,148 4,656
* There were different rates in each Borough. These represent the lowest
single rate and the highest single rate, the latter for 8B teachers.

a Manhattan and Bronx. b Brooklyn. ¢ Queens. d Richmond.
/ Manhattan, Bronx and Brooklyn.

¢ Rich-
mond and Queens.
The report also furnishes the following tabulation
to show the cost of the foregoing increases as re-
flected in the total salary payments for the years
given. The school register and the total number of
teachers are also shown:
Number of
Teachers.
11,393
18,897
25,135

Paid in

Salaries.
$15,579,977.87
28,161,997.38
54,599,458.04
902,872 27,092 73,328,878.04
964,804 30,506 82,222,465.41
It will be seen from this last table that while as
between 1901 and 1925 the school register, or num-
ber of pupils, increased only 2.19 times (rising from
440,286 to 964,804) and the number of teachers 2.68
times (the number rising from 11,393 to 30,506) the
payroll increased over 514 times, in exact figures
5.27%;, rising from $15,579,977 in 1901 to no less than
$82,222,465 in 1925. The report observes that not-
withstanding these tremendous increases from 1901

Register.
440,286
693,249
829,573
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to 1926, “the teaching force in 1924 again sought
legislation increasing salaries.” The Committee,
after saying that it also has investigated the cost of
living and the relative drawing power of positions
outside the teaching force, makes the unqualified
declaration that “from these investigations it has
reached the conclusion that neither the cost of living,
nor the drawing power of other positions, justifies
any substantial increase in the rates paid to teachers
over those fixed in 1920.”

* -

A table is given of salaries paid to elementary
teachers in a number of cities having from 30,000 to
100,000 population, and this shows that the present
maximum for New York City elementary teachers is
far in excess of the highest paid to any of them. An-
other table is presented to show the salaries paid
elementary teachers in the larger cities of the United
States, and here again a wide difference exists in
favor of New York City. And in its final summary
on this point the Committee does not hesitate to say:
“We can find no other city in the United States
where teachers are now as highly paid as by the New
York City Board of Education.” The Committee has
also gathered facts as to the salaries paid teachers in
private schools in this city, all typical schools which
prepare pupils for college and cover the courses of
the public schools from kindergarten through the
senior high schools. The result is the same. The
scale of the Board of Education averages much
higher.

The above relates entirely to the case of the City
school teachers. The increase proposed was made,
though so utterly without merit. If the wage pay-
ments of other classes of City employees were
studied and analyzed they would, we are sure, reveal
numerous other bodies of employees which at one
time or another have had increases granted to them
during the last 10 or 15 years. Accordingly, if a
general rule were now made, to put all wages back
to the rates existing, say 10 years ago, in 1923, which
was five years after the signing of the Armistice
in 1918, when the general wage level was by no
means low, a very important reduction in the City
budget could be affected, thereby avoiding the
greater part if not the whole of the deficiency in
revenues with which the City is now confronted.

The method, too, is a very simple one. The State
Legislature need only declare that no City employee
should receive a larger pay than that which his
position commanded back in 1923, And it is a
much fairer method, too, than a percentage reduc-
tion from existing I'ates, because if there has been
no increase since 1923 there would likewise be no
decrease now. In the case of the reductions made
in December last, a few bodies of higher officials
were cut to lower figures than those prevailing be-
fore the rise in 1930, though this might not be true
where the rule is extended so as to eliminate the
increases not alone since 1929, but since 1923. As
one instance, the 25 Municipal Court clerks, who
had not been raised at all at the time of the 1930
increases, their pay being left unchanged at $4,500
per year, were nevertheless obliged in the reduction
of last December to accept a cut to $4,185 per year.
To carry rates of pay now back to 1923 would, as
already stated, avoid any inequalities of that kind,
since if there had been no increase in the rate of
pay since 1923 there would of course be no de-
crease now.
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T WAS definitely decided on Wednesday of this
week by the Administration at Washington to
put into effect a blanket or omnibus code for the
regulation of wages and hours of labor in every
business enterprise throughout the length and
breadth of the land, and on that day and on Thurs-
day and on Friday the stock market suffered a col-
lapse very suggestive of the way in which the secur-
ity markets underwent destruction in the memorable
days of October and November 1929. The two events
of this week referred to cannot be regarded as other-
wise than closely related, and they suggest reflection
and deep thinking as to whether the country is to
invite a repetition of the long trail of reverses such
as followed the stock market debacle of 1929.

Rumors have been current for a long time that
some of the leading spirits in the Federal Adminis-
tration were urging that the Government should un-
dertake regulatory control over business of every
character and description, but it was not known
whether President Roosevelt could be induced to
give unqualified assent to a scheme of such all-em-
bracing character and so far-reaching in its applica-
tion. On Wednesday, however, all doubt in that
regard was removed, and it was announced that
printed forms to carry the project into effect were
in readiness and that all that was needed to launch
the scheme was Mr. Roosevelt’s signature. The
stock market, sensing what this meant, and having
within the last two or three weeks become the scene
of speculative excesses, immediately suffered a
breakdown, and this breakdown was further ex-
tended during Thursday and Friday, until it reached
alarming dimensions under a fear that the bottom
would completely drop out of the market just as it
did during the exciting days of 1929.

The Washington correspondent of the New York
“Herald Tribune,” writing on Wednesday (July 19)
in describing the action taken on that day with
reference to the extension of Government control
over business enterprises in general, thereby involy-
ing a complete surrender of individual control,
stated that the President’s Cabinet Committee on
Industrial Control had come to an agreement on
that day to enlist employers on a nation-wide front
for an immediate advance in mass purchasing
power. Subject to the perfection of blanket agree-
ments covering maximum hours and minimum
wages, a signal from the President was all that
remained to start a drive for patriotic public co-
operation, which means, of course, that Federal con-
trol over business was to be carried on in the guise
of an appeal to the patriotic spirit of the community.

In a further report of what had happened in the
particular referred to the “Herald Tribune” corre-
spondent said that with influential members of the
Roosevelt high command yielding their objections,
it had been decided to adopt the short cut to indus-
trial mobilization. Forms of agreement, it was
stated, had been approved for submission to employ-
ers throughout the country. Designed to raise the
wage level and spread employment to keep pace with
rising prices and production, these agreements
would blanket all industrial activities pending the
development of specific codes for each industry. Tt
was explained that while the co-operation of em-
ployers would necessarily be voluntary, the incentive
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would be stimulated by the development of a public
psychology in the light of which it would be un-
patriotic to hold back. Certain members of the
Cabinet Committee, it was stated, gave their sup-
port to this part of the plan upon assurances that
this appeal to patriotism, on the lines of the war-
time Liberty Loan drives, would not be pushed to
the point of hysteria and “national boycott.” This
was finally left, we are told, to the discretion of
General Hugh S. Johnson, the Industrial Control
Administrator. The reader need not bhe told how
insistent and unrelenting General Johnson is in
the carrying out of plans for the regulation of wages
and the fixing of hours of work. Indeed, the corre-
spondent took pains to state that there were indica-
tions that the General had taken a leaf from the book
of his war-time activities under the selective service
draft and had already started a great assortment of
literature to the printers for a running start the
moment the President gave the word to go ahead.
By the plan the workers of the entire nation are
divided into three groups, the mercantile, the “white
collar” and the manufacturing, with a schedule of
hours and wages for each class.

All this meant that America’s venture into eco-
nomic planning would start on a wholesale basis.
The correspondent referred to well said that nothing
of the kind had ever been undertaken in peace times.
As to the nature of the campaign General Johnson,
it was pointed out, had taken no chances on being
:aught unprepared. “Churches, cinemas, rotary

clubs, newspapers—every conceivable kind of public
forum-—was to be utilized in the campaign to encour-

age public support.”

We go at length into this phase of the scheme for
the entry of Government into private business, so as
to make it clear that the weapon, above all others,
which is to be used to compel compliance to the gen-
eral scheme for the regulation of wages and the
hours of work, even in the case of the so-called
“white collar” group, is to be an appeal to the patri-
otism of the employer. No account is taken of the
fact that the employer may be in the highest degree
patriotic, while yet conditions relating to his own
business may render it altogether out of the ques-
tion to comply. The underlying idea in prescribing
the different codes is that the employer, if the cost
of his goods is increased through changes in wages
and in reduction of working hours, shall receive
compensation in the shape of higher prices for his
own products. But there are innumerable instances
where the raising of prices of the finished goods or
the particular article produced is altogether out of
the question, since at higher prices it would be im-
possible te find a market for the goods or the article
produced. How are such cases to be treated? Ts
the employer to be branded as lacking in patriotism
because he finds it impossible to pay the wages and
the hours of labor prescribed, since to do so would in-
volve himself in disaster; if so, thenitisquite obvious
that there must be tens of thousands and hundreds
of thousands of precisely such cases in every im-
portant section of the country. In such a plight
what is the unfortunate employer who finds himself
in such a situation to do? The Government means
to bombard him and his neighbors with literature.
as well as with spoken appeal.
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The idea is to have it appear that the objecting em-
ployer, even though objecting for a good reason, is
an unworthy individual, not meriting the respect
and good opinion of his neighbor. How in such
circumstances can the unfortunate employer escape
being classed with the outcasts?

Nay, more than that, it was stated yesterday that
it is intended to enlist the services of women to dis-
grace and injure every such individual. Women,
who do most of the country’s buying, are to be asked
by President Roosevelt and his Recovery Adminis-
tration to buy nothing, after Aug. 1, from stores
which do not display a Government badge showing
membership in the National Recovery Administra-
tion. The badge will contain a blue eagle, the letters
N. R. A,, and the words “We do our part.” When
she sees this emblem the housewife will know that
the store displaying it or the manufacturer of the
goods labeled with it, has voluntarily gone on the
short work week and has raised his workers’ wages
under a pledge to the President. Where the woman
buying for her family does not see the NRA sign,
she is to be asked to take her trade to a store that
exhibits the blue eagle. She is to be asked to lay
aside any article, no matter how well it suits her,
that does not bear the NRA stamp.

This is the most reprehensible part of the pro-
ceeding, and it will defeat the very object sought.
The Government aims by fixing wages and reduc-
ing hours of work in private enterprise, as well as
in the great industries of the land, to increase mass
purchasing so as to maintain and extend the present
trade activity, but as the effect in the cases here
enumerated will be to drive many private enterprises
completely out of business because they cannot make
their subsistence under the conditions prescribed,
the effect may readily be to reduce mass purchasing
instead of increasing it as desired.

It is this latter thought that is now dominant in
the business world, and it accounts for the appre-
hension aroused by the news that the Administra-
tion had definitely embarked upon a venture so full
of menace to the whole business world. And it
should not escape notice that when the stock market
collapsed on Wednesday and Thursday, the com-
modity markets also collapsed—among others,
wheat and cotton suffered the loss of a substantial
part of the recent advances in prices. As a matter
of fact, everything has since been going down, and
the fear is that if the Government persists in its mis-
taken course business recovery, which is now under
such splendid headway, will be dealt such a blow
as to threaten its continuance.

In the meantime many other disturbing features
are constantly cropping out going to show that a
planned recovery, based entirely on artificial con-
trivances devised at Washington, by the famous
“Brain Trust” is not working as satisfactorily or
as smoothly as could be wished. The retailers had
a conference in this city on Wednesday and they
found it necessary to urge that a sharp curb be put
on soaring prices, saying that buying power must
be permitted to catch up with increased production
and also expressing fears of a consumers’ strike.
One of the newspaper accounts tells us that warn-
ings that retailers must put the brakes on rising
prices as long as possible were voiced by numerous
speakers on Wednesday in six divisional conferences
of the National Retail Dry Goods Association’s Re-
covery Forum at the Hotel Pennsylvania. “In the
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present emergency the retailers of the country have
an obligation to maintain their 1932 prices as long
as possible,” J. B. Swinney, of the Specialty Stores
Association, told the Ready-to-Wear Division. “In-
creased prices must come as slowly as possible if
we are not to face a great buying strike this
autumn.” This last is precisely the danger most to
be feared from the Government attempt to assume
regulatory control of private business in general.
Many business concerns will actually be driven out
of business if they are forced to accept the rates of
pay and the hours of work which the Government
will undertake to prescribe.

The simple truth of the matter is that the Fed-
eral Government, in the execution of its scheme of a
planned recovery, finds itself obliged all the time
to extend its activities into new fields and new direc-
tions, one step making necessary the next, and this
still another, and so on through the whole scale.
until in the end the Government finds itself obliged
to regulate and control everything relating to busi-
ness in all its various forms and every detail of
operation. This thought is well expressed in a copy-
righted article by Mark Sullivan which appeared in
the “Herald Tribune” on Thursday morning (July
20). In this article Mr. Sullivan notes that General
Johnson is besieged for rulings by both industry and
labor, and points out that the original simple mini-
mum wage proposal has become lost in complex
regulations which are increasing automatically. In
the following we reproduce the Sullivan article in
full :

“There is a condition in the industrial bill—indus-
trial control is tabooed in Washington—which oper-
ates automatically to carry it farther than was first
contemplated, each new step leading to yet further
steps not foreseen.

“The original plan about wages was to fix a
minimum and stop there. When the code for the
cotton industry was adopted a stipulation was
added, saying: ‘The existing amounts by which
wages in higher-paid classes exceed wages
in the lowest-paid classes, shall be maintained.’
That means that if an employee had been receiving
$5 above a former minimum of, say, $8, he must now
be paid $5 above the new minimum of $14. Al
wages, up to $30 a week, went up automatically with
the minimum. The result, not foreseen, would be an
immense raising of the entire wage structure as a
whole, with new and awkward differentials set up.

“At once the mill owners and managers were down
on Washington by long-distance telephone, airplane,
in person and through the agents which every indus-
try feels it necessary to maintain in Washington.
They said the innovation was too violent to put in
effect at once. It would disrupt things. They made
out a good case. General Johnson, head of Indus-
trial Recovery, agreed. He suspended the provision
for the present.

“Thereupon labor was down on Washington and
General Johnson’s neck. Not only the labor affected
but all labor, organized labor. They implied Gen-
eral Johnson had done something furtive. e had
suspended a provision that had been in the interest
of labor. He had taken away something that labor
had had. So soon—within the space of a few days—
does an advance of wages become a vested right.

“This is but one of literally hundreds of matters
put up to Washington. A code forbids more than
two shifts a day. Eliminating a third shift, where
it exists, involves laying off some men. Immediately
labor is again on General Johnson’s neck—it will
need to be the neck of a Titan. There are charges
that the men chosen to be laid off were men who
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belonged to the union. There was discrimination
against union men. The organized labor leaders
would insist on a hearing, and the hearing must take
place-before General Johnson personally. No one
else would do, unless it be President Roosevelt. :

“From the side of industry comes a corresponding
set of complaints, corresponding dem‘ands for hear-.
ings. The oil code operates to the disadvantage of
the coal industry. Uniform conditions in all coal
areas will operate to the disadvantage of the South-
ern West Virginia fields and shift of production
away from that area will paralyze some of the coal-
carrying railroads now the most prosperous. So
the railroads come to Washington.

“Settling of one such question often has the effect
of merely opening up several new questions more
intricately refined and complex. It is arising in
every industry, in every unit within every industry,
virtually in every shop, store and office. Employees
feel their wages are being determined at Washing-
ton or ought to be. Owners and managers feel the
fortunes of their plants hang in the balance of de-
cisions made at Washington. It all converges on
Washington as through a funnel.

The condition is unescapable. It works automati-
cally to increase itself. It will take a Colossus to
bear the burden and an enormous organization at
Washington. Nearly every employer and every em-
ployee has something he would like to have Wash-
ington do or not do. Expansion has been inherent
in the bill from the beginning. The industrial re-
covery bill as recently as April was a simple measure
dealing with one matter only. It provided for maxi-
mum hours. Then a minimum wage was inserted.
Then other matters. It is now what it is. The end
is not yet, decidedly not yet. This characteristic of
automatically increasing volume of decision and
regulation piling up in Washington must be taken
into account in any effort to estimate the direction
of the program, and where and how it will end.”

Some remarks made by General Johnson on
Thursday have added greatly to the prevailing dis-

quietude. They came at a most unfortunate time,
when the stock market was already in the dumps,
and they served further to propel prices downward
in a very distressing fashion. General Johnson gave
expression to some really alarming utterances. In
their effect upon the stock market these utterances
recall the day, many years ago, when another Roose-
velt was at the helm, who made it a practice to issue
pronouncements against corporations and against
malefactors of wealth, and whose bellowings from
the White House had the invariable effect of send-
ing stock prices downward. The present Mr. Roose-
velt is too amiable and too genial to engage in
practices of that kind, but in General Johnson he
has an individual who would make a fit successor
to the former Theodore Roosevelt. At any rate, on
Thursday General Johnson indulged in some very
extreme talk, and as the stock market then was in a
state of great demoralization the effect was to in-
tensify the prevailing feeling of apprehension and
anxiety, lest the business of the country be once
more started on a downward course.

General Johnson deemed it incumbent to issue
a public warning saying that industry must act now
to put buying power on a par with prices. Accord-
ing to Associated Press advices from Washington,
July 20, he issued a pronouncement to all industries
saying that a crisis must be faced within the next
30 to 60 days in bringing the country’s purchasing
power to a parity with rising prices. “We have
had a rapid increase in prices throughout the in-
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dustry,” General Johnson is represented as having
declared emphatically. ‘“We recognize that costs
are going to increase, and prices will have to also.
Every time in the past there has been a rapid in-
crease in prices there has been a lag in wages. But
now the distortion of increased prices is so rapid
and the lag of purchasing power so great that it is
plain we can’t stage industrial recovery with
12,000,000 men out of work.” He declared that in-
dustry would have to move on a broad front to put
people back to work, “not six months from now,
but right now—at wages that permit them to live.”
“If we don’t,” he said, “there will be the buyers’ in
ability to buy the products of industry. There is no
escape.” He said he had seen advance wholesale quo-
tations for retail restocking which showed increases
of some 609% to 130%. Calling this “appalling,” he
added: “This shows what we are up against in a
little while, and it lies in your hands to meet the
situation.”

The truth is, business activityis proceedingin an en-
tirely satisfactory way, and men desire now simply
to be let alone from further interference at the hands
of the Government. The wild gyrations which have
marked the course of prices of stocks the present
week, more particularly the so-called alcohol stocks,
are speculative excesses which are to be deeply de-
plored and they certainly are full of menace. Every-
thing should be done to hold under subjection per-
formances of that kind. But that need not occasion
solicitude regarding the course of trade and indus-
try for the immediate future, if the Government re-
frains from projecting further schemes calculated
to upset the whole business world. As the best evi-
dence of the way trade and industry are growing,
the returns of railroad earnings which are now be-
ginning to come in for the month of June may be
cited as illustrations. The weekly statements of
car loadings furnish further illustrations to the
same effect. These car loadings are now showing
constant increases as compared with the correspond-
ing weeks in 1932.

And there is every reason for believing that this
satisfactory state of things will continue for a long
time to come, the Federal Administration permit-
ting. The trouble with the railroads has been that
they had no traffic to move. This is now in process
of correction, and they are now in receipt of a
larger volume of gross revenues, while at the same
time expenses are being kept well within bounds,
with the result that improvement in net earnings
is now becoming as striking a feature as the reverse
was the case until within the last few months. Not
many reports of earnings for the month of June have
yet come to hand, but those thus far received are
encouraging in the extreme. The Union Pacific was
the first of the large railroad systems to make public
its statement for the month of June, and it showed
gross operating revenues for the month this year of
$9,972,344 as against $8,805,826 in June of last year,
being an increase of $1,166,518, while at the same
time expenses were reduced in amount of $126,793,
with the result that the net revenue from railway
operations for the month the present year stands at
$3,720,790 against $2,427,479 last year. The Kansas
City Southern Railway reports an increase in gross
as compared with a year ago of $55,210 attended by
a reduction in operating revenue of $58,145, and the:
company accordingly has net from railway opera-
tions for June 1933 of $299.418 as against $186,063:
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in June 1932. The Chesapeake & Ohio, in turn, in
its June return is able to report a gain of $2,299,359
in gross revenue and a gain of $1,293,721 in net
reventue. '
With such exhibits as these no concern need be
felt about the future of business if the Federal Ad-
ministration does not itself cause a new setback, and
by this we do not mean it should abandon control
of the big industries. The stock market had recently
become the subject of speculative manipulation in
the case of special groups of stock, and its decline
now to more reasonable levels may really be accepted
as a corrective, and in that sense beneficial. It
hence need not involve any detriment to the upward
course and the onward swing of general trade and
business if other disturbing circumstances are not

allowed to come into play.
—_——

TJ’IE London Monetary and Economic Conference

is now in its dying gasps, but we notice that
even with the death rigor spreading the effort to
do something for silver still persists. London ad-
vices on Wednesday (July 19) stated that Senator
Key Pittman, the silverite from Nevada, had stated
that a “fairly definite” sales limitation agreement
had been reached whereby India agrees, beginning
Jan. 1, to sell not more than 35,000,000 ounces of
silver annually; Spain 5,000,000 ounces, and China
none. This, however, was contingent, Mr. Pittman
said, upon the silver producing countries absorbing
from their own output an amount equal to the total
of the amounts named. This confirms our own fears
that in the event of the United States resorting to
the unlimited coinage of silver, as provided in the
inflationary rider to the Farm Relief Act, the
United States would have to absorb large supplies
of silver from outside sources. India, it will be
observed, does not agree to stop dumping its huge
supplies of the metal upon the market. It simply
agrees to limit the amount of its annual sales. And
even this is contingent upon certain other con-
ditions. Senator Pittman professed, we are told,
complete satisfaction with this arrangement, which,
however, is to cover a period of only four years, and
announced that appropriate legislation to increase
the United States Treasury’s silver reserves would
be introduced at the next session of Congress, though
he admits that while the three countries already
mentioned have agreed to lessen their exports of
the metal the seven producing nations had not yet
completed plans for absorbing in their treasuries
an amount of silver equal to sales by India and
Spain. The projected American legislation, he said,
would take the form of increasing the Treasury’s
silver holdings as a basis for a currency issue. The
silver resolution adopted by the silver group, which
has been continuing its activities in connection with
the Monetary and Economie Conference, laid down
the following propositions which we print here as a
matter of record:

“First, that an agreement be sought between the
chief silver-producing countries and those countries
which are the largest holders or users of silver, with
a view to mitigating fluctuations in the price of
silver, and that other nations not parties to such
agreements should refrain from measures which
could appreciably affect the silver market.

“Second, that the governments shall refrain from
new legislative measures which would involve fur-

ther debasement of their silver coinage below the
fineness of 800-1,000.
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“Third, that they shall substitute silver coins for
low-value paper currency insofar as the budgetary
and local conditions of each country will permit.

“Fourth, that all provisions of this resolution are
subject to the following exceptions:

“The requirements of such provisions shall lapse
April 1 1934, if the agreement recommended in para-
graph one does not come into force by that date, and
in no case shall extend beyond Jan. 1 1938. Govern-
ments may take any action relative to their silver
coinage they may deem necessary to prevent the
flight or destruction of their silver coinage by reason
of a rise in the bullion price of the silver content of
their coin above nominal or parity value of such
silver coin.”

oo

HE Federal Reserve statements this week dis-
close no new features. There is no evidence
of inflationary tendencies beyond the continued pur-
chases of United States Government securities which
the present week have been on a reduced scale, aggre-
gating only $10,024,000, while Federal Reserve notes
continue to flow back from circulation, thereby
reducing the amount of such notes outstandiné.
This week’s addition of $10,024,000 to the holdings
of Government securities increases these holdings to
$2,017,257,000. But against this increase of $10,-
024,000 in the holdings of United States Government
securities the discount holdings of the 12 Reserve
banks (reflecting member bank borrowing) have
been reduced from $167,866,000 to $163,129,000,
while at the same time the holdings of acceptances
purchased in the open market have been reduced
from $13,194,000 to $9,848,000. The result altogether
is that the total of the bill and security holdings,
which constitutes a measure of the volume of Reserve
credit afloat, have increased only from $2,190,-
450,000 to $2,192,260,000 in face of the $10,024,000

of new acquisitions of United States securities.

The amount of Federal Reserve notes in circula-
tion fell during the week from $3,067,062,000 to
$3,037,508,000, though as partial offset the amount
of Federal Reserve bank notes (against which no
cash reserves are required) increased from $115,-
853,000 to $118,137,000. Gold holdings remained
almost exactly the same, being reported at $3,545,-
879,000 July 19 and at $3,545,842,000 on July 12.
The volume of deposits increased during the uweek
from $2,521,817,000 to $2,541,839,000, mainly owing
to the increase in member bank reserves (which con-
stitutes the main item in the deposits) from $2,268,-
728,000 to $2,289,811,000. With the gold holdings
unchanged, and with the increase in the liability on
account of the deposits almost entirely offset by the
decreased liability on account of the smaller :m;mmt
of Federal Reserve notes in circulation, the ratio
of total gold reserves and other cash to deposit and
Federal Reserve note liabilities combined remains
this week the same as last week, namely, at 68.4%.
The amount of United States Government securities
pledged as part collateral for Federal Reserve notes
outstanding has been reduced during the week from
§499,200,000 to $485,200,000.

s oy

HE New York Stock Market this week suffered
one of the most noteworthy relapses in Stock
Exchange history, and with such huge declines in
prices on Wednesday, Thursday and Friday that the
only parallel to them for magnitude is to be found
in the complete breakdown of stock prices in the
autumn of 1929. The relapse must be considered as
having grown entirely out of the frenzied speculation
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that had been carried on in recent weeks in the
alcohol or “wet” group of stocks during which these
stocks had been whirled upward with such rapidity
and in such a spectacular way as to invite certain
collapse when the movement reached its termination
or any sudden adverse feature developed. And the
announcement on Wednesday of the Roosevelt omni-
bus code furnished the occasion for the undoing of
the market. During the early part of the week the
course of values was still upward, and many new
high records for the year were established. The
alcohol stocks then were foremost in the continued
upward flight in prices. On Monday the tone was
still buoyant and prices continued to mount upward
in a very noteworthy fashion. Advances in the alco-
hol stocks remained a feature on that day, these ad-
vances running as high as nine points or more.
Soaring commodity prices served as a stimulating
factor. May wheat at Chicago closed above $1.25 a
bushel, while corn and the other grains all pushed
ahead with great rapidity, and with barley a special
feature, with a rise of over 10c. a bushel, and with
a further rise the next day of the same amount or
more. Cotton also displayed great strength, and
rubber likewise showed no little strength. The tend-
ency of everything was upward in the commodity
line as well as in the security markets. On Tues-
day the general course of stock prices was still up-
ward, but the alecohol stocks suffered a shakeout,
with losses running as high as 12 points from the
early high figures, the main reason for this being
that in view of the violent way in which these stocks
had been marked up the banks insisted on larger
margins.

On Wednesday the market may be said to have

broken wide open, with declines in the alcohol group
of stocks running as high as 25 points. The grain
markets were also concurrently decidedly weak,
with a break in wheat of from 13c. to 16¢. a bushel.
It remained for Thursday to turn the downward
course of values into utter rout. The alcohol stocks

again suffered especially severe losses. National
Distillers, after losing 2514 points on Wednesday,
tumbled another 22 points; American Commercial
Alecohol, after selling off 2134 points on Wednesday,
dropped another 187 points, and Commercial Solv-
ents declined another 9 points after the break of
1314 points the day before. The general market at
first held up well under great selling pressure, but
finally tumbled in helter-skelter fashion. The com-
modity markets all tumbled in similar violent
fashion, showing tremendous losses, and gloom
spread over the whole of the commercial and finan-
cial markets. There had been, as is known, violent
outside speculation in these commodity markets dur-
ing the period of the great rise, and hosts of these
outsiders were now, as a consequence, shaken out.
As it happened, the alcohol stocks suffered their
severe punishment at the very time that the news
was especially favorable to them, the voting on the
repeal of the Federal Prohibition Amendment in
such dry States as Alabama and Arkansas being
overwhelmingly in favor of repeal, and Tennessee
also falling into line. Fluctuations between sales
in some of the stocks ran as high as 4 to 10 points.
Trading, of course, was of enormous size, the sales
on Monday and Tuesday running in excess of
6,000,000 shares each day, on Wednesday approxi-
mating 7,500,000 shares, on Thursday running in
excess of 8,000,000 shares, and on Friday over
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9,500,000 shares. On the New York Curb Exchange
dealings in excess of a million shares each day were
recorded.

As indicating the violent character and extent of
the fluctuations, it may be noted that National Dis-
stillers, after reaching a high of 12474 on July 17,
dropped to 6434 on July 21, with the close yesterday
at 67, in comparison with 11214 the close on Friday
of last week. American Commercial Alcohol, after
touching a high of 8975 on July 18, tumbled to 2914
on July 21, with the close yesterday at 32 against 77
the close on Friday of last week. Commercial Solv-
ents, after touching a high of 5714 on July 18,
dropped to 2414 on July 21, with the close yesterday
at 2614 against 405 on Friday of last week.
Owens Glass, from a high of 9634 on July 18, tumbled
to 67 on July 21, with the close yesterday at 68, in
comparison with 9114 the close the previous Friday.
United States Industrial Alcohol, from a high of 94
on July 17, fell to 41 on July 21, with the close
yvesterday at 46 against 8514 the previous Friday.
Standard Brands, after moving up to 3755 on
July 18, dropped to 21 July 21, with the close yester-
day at 2274 against 2874 the previous Friday.

The commodity markets passed through similar
wild gyrations, and the extent of their fluctuations
deserves to be recorded as a concomitant of the col-
lapse of the speculation on the Stock Exchange.
On Friday of this week the Chicago, Minneapolis and
St. Louis grain markets remained closed. The Sep-
tember option for barley, which on Friday of last
week (July 14) had sold at 6314c., and on Tuesday
was quoted as high as 90c., dropped to 757zc. on
July 20, with the close the same day at 757gec. in com-
parison with 65c. the close on Friday of last week.
September option for rye in Chicago sold as high as
$1.051% on Tuesday, July 18, but sold down to 67c.
July 20, closing the same day at 67c. against $1.003/4
the close on Friday of last week. The September
option for wheat at Chicago, as against a high of
$1.201% on Monday, dropped to 90c. on July 20, with
the close on Thursday at 9lc. against $1.101% the
previous Friday. It will be observed that the range
covered in this case was over 19c. The May 1934
option for wheat touched $1.2814 on Tuesday, but
was down to 973jc. on Thursday against $1.18 the
close on Friday of last week. The September option
for corn in Chicago touched 717%sc. on Monday, but
was down to 51c. on July 20, with the close the same
day at 53c. against the close the previous Friday of
6435c. Spot cotton here in New York was quoted
at 11.75¢. on Tuesday, July 18, but was down to
10.55¢. on Thursday and 10.10c. on Friday. The spot
price of rubber here in New York yesterday was
7.00c. against 8.50c. on Friday of last week. Domes-
tic copper was strong early in the week and closed
yesterday at 9c. against 9c. on Friday of last week.
Silver in London fluctuated within a narrow range,
with the London quotation yesterday at 1814 pence
per ounce against 18 11/16 pence on Friday of last
week, and the New York quotation yesterday at
35.70c. against 40.25c. The foreign exchanges con-
tinued day by day to move steadily higher, indicat-
ing a further depreciation of the American dollar,
but reversed their course on Thursday. Thus, cable
transfers on London on Monday touched $4.803%, on
Tuesday $4.851%, and on Wednesday $4.8614 (the old
parity being $4.8665), but the exchange market was
nonplussed on the announcement that Great Britain
late the night before made an offer to convert the
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20-year 514 % gold bonds due in 1937 held here in
the United States on the basis of £260 for each $1,000
5149% bond, this being the equivalent of $3.85 for the
paper pound, whereas the latter was selling in the
exchange market at the time at fully $1 higher. The
foreign exchange houses did not know what to make
of this low price for the pound, and cable transfers
on Thursday sold down to $4.64, and yesterday to
$4.5714, with the close at $4.68 against $4.79 the
close on Friday of last week. Cable transfers on
Paris kept steadily rising, and on Wednesday were
quoted at 5.73c., but on Thursday there was a drop
to 5.46¢., with the range yesterday at 5.381%4@
5.551%c., and the closing price 5.5114c. as against
the close of 5.62c. on Friday of last week.
Underlying conditions affecting the course of
values were much the same as in previous weeks.
Car loadings continued to run well ahead of the
corresponding period in 1932, and the production
of electricity by the electric light and power industry
of the United States was reported at 1,648,339,000
kilowatt hours against 1,415,704,000 kilowatt hours
in the corresponding week of last year, giving a
ratio of increase of 16.4%, the largest yet shown in
any week of the current year. The “Iron Age” re-
ported a slight downward dip in the production of
steel, the steel mills now being reported at 58% of
capacity as against 59% last week. The bond mar-
ket continued to hold up well until Thursday, when
the tumble in stocks carried everything down with
it. Of the stocks sold on the New York Stock Ex-
change, 324 new high figures were established during
the current week (all, of course, in the early days
of the week, before the general breakdown), while
three sold down to new low figures for the year. In

the case of the New York Curb Exchange the record

is 192 new highs and 15 new lows. The Owens-
Illinois Glass Co. declared an extra dividend of 25c.
a share, in addition to the usual quarterly dividend
of 50c. a share on the common stock, and the General
Foods Corp. increased the quarterly dividend on
common from 40c. a share to 45¢. a share. The rate
for call loans on the Stock Exchange again remained
unaltered the entire week at 1%.

Trading, as already indicated, has been of tre-
mendous size. On the New York Stock Exchange
the sales at the half-day session on Saturday last
were 2,242 460 shares; on Monday they were 6,380,650
shares; on Tuesday 6,585,733 shares; on Wednesday
7,449,990 shares; on Thursday 8,117,170 shares and
on Friday 9,572,020 shares. On the New York Curb
Exchange the sales last Saturday were 662,182 shares;
on Monday 1,404,801 shares; on Tuesday 1,502,249
shares; on Wednesday 1,474,049 shares; on Thursday
1,289,833 shares, and on Friday 1,440,334 shares.

As compared with Friday of last week, losses of
huge size appear. General Electric closed yesterday
at 2314 against 29 on Friday of last week; North
American at 2514 against 3434; Standard Gas &
Electric at 1414 against 20; Consolidated Gas of N. Y.
at 52 against 61; Pacific Gas & Electric at 27 against
31; Columbia Gas & Electric at 19 against 2614;
Electric Power & Light at 914 against 1414; Public
Service of N. J. at 4514 against 5234; International
Harvester at 3074 against 43; J. I. Case Threshing
Machine at 78 against 9614; Sears, Roebuck & Co.
at 31 against 43; Montgomery Ward & Co. at 21
against 2634; Woolworth at 4254 against 49; Safeway
Stores at 52 against 5614; Western Union Telegraph
at 55 against 71; American Tel. & Tel. at 120 against
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13014; Brooklyn Union Gas at 7914 against 851%;
American Can at 8414 against 9254; Commercial
Solvents at 2614 against 4094; Shattuck & Co. at 9
against 12, and Corn Products at 7514 against 8015.

Allied Chemical & Dye closed yesterday at 115
against 130 on Friday of last week; Associated Dry
Goods at 1314 against 17; E. I. du Pont de Nemours
at 66 against 801%; National Cash Register A at 1774
against 207¢; International Nickel at 1614 against
1934; Timken Roller Bearing at 23 against 33%%;
Johns-Manville at 41 against 55; Gillette Safety
Razor at 1114 against 1714; National Dairy Products
at 1974 against 24; Texas Gulf Sulphur at 27 against
3314; American & Foreign Power at 1054 against 181%;
Freeport-Texas at 3434 against 3914; United Gas
Improvement at 20 against 2334; National Biscuit
at 4914 against 5714; Coca-Cola at 96 against 103;
Continental Can at 5614 against 62; Eastman Kodak
at 7014 against 8634 ; Gold Dust Corp. at 1934 against
2534; Standard Brands at 227% against 287¢; Para-
mount Publix Corp. ctfs. at 124 against 214; West-
inghpuse Elec. & Mfg. at 4014 against 5534; Drug,
Inc. at 4434 against 5414; Columbian Carbon at 51
against 65; Reynolds Tobacco class B at 44 against
4914: Lorillard at 1934 against 24; Liggett & Myers
class B at 88 against 9414, and Yellow Truck &
Coach at 454 against 714.

Stocks allied to or connected with the alcohol or
brewing group have been the worst sufferers as
already noted. Canada Dry closed yesterday at 21
against 2634 on Friday of last week; Crown Cork &
Seal at 3314 against 60; Liquid Carbonic at 23 against
4314:; Mengel & Co. at 1114 against 1274; National
Distillers at 67 against 11214; Owens Glass at 68
against 9114, and U. S. Industrial Alcohol at 46
against 8514.

The steel shares have of course participated in the
general break. United States Steel closed yesterday
at 5214 against 6414 on Friday of last week; United
States Steel pref. at 94 against 103; Bethleham Steel
at 33 against 453§, and Vanadium at 2114 against
3015, In the auto group Auburn Auto closed yes;er-
day at 50 against 75 on Friday of last week; General
Motors at 2454 against 3214; Chrysler at 28 against
363%; Nash Motors at 177%¢ against 25; Packard
Motors at 414 against 624; Hupp Motors at 47%%
against 714, and Hudson Motor Car at 954 against
15. In the rubber group, Goodyear Tire & Rubber
closed yesterday at 3214 against 43 on Friday of last
week; B. F. Goodrich at 1314 against 19, and United
States Rubber at 147§ against 1814.

The railroad shares have not escaped in the general
collapse. Pennsylvania RR. closed yesterday at 29
against 3874 on Friday of last week; Atchison Topeka
& Sante Fe at 60 against 7554; Atlantic Coast Line
at 4914 against 5514; Chicago Rock Island & Pacific
at 5 against 81%; New York Central at 3854
against 5454; Baltimore & Ohio at 2374 against
35; New Haven at 227% against 3114; Union
Pacific at 11134 against 126; Missouri Pacific
at 67¢ against 834; Southern Pacific at 25 against
3514; Missouri-Kansas-Texas at 10 against 1534;
Southern Railway at 1924 against 3014; Chesapeake
& Ohio at 40 against 4514; Northern Pacific at 2534
against 3114, and Great Northern at 2434 against 31.

The oil stocks have been carried down with the
rest. Standard Oil of N. J. closed yesterday at 3374
against 3934 on Friday of last week; Standard Oil of
California at 33 against 381%; Atlantic Refining at
2114 against 2914, and Texas Gulf Sulphur at 27
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against 3314. In the copper group, Anaconda Copper
closed yesterday at 1514 against 1934 on Friday of
last week; Kennecott Copper at 1954 against 233%;
American Smelting & Refining at 31 against 3714;
Phelps-Dodge at 1314 against 157%; Cerro de Pasco
Copper at 25 against 3574, and Calumet & Hecla at
514, against 817.
i
TOCK exchanges in the leading European finan-
cial centers were irregular but fairly firm in
the early sessions of this week. Beginning with
Thursday’s sessions, however, prices moved sharply
downward in all speculative sections of the markets
at London, Paris and Berlin, largely under the in-
fluence of reports from New York. Declines in
stocks occasioned a demand for sound bonds, which
improved in the European markets. All eyes were
turned to developments in the United States, after
the drastic decline started in New York on Wed-
nesday, and all the European markets moved in
sympathy with the trend here. Reports of industrial
trends in Britain, France and Germany were con-
sidered less important for the time being than events
on this side of the Atlantic.
that trade within the chief European countries con-
tinues to expand, although foreign trade returns in
every case are declining. There is much debate in
all the European markets regarding the ability of
the gold standard countries to maintain their
positions, in view of the sharp drop of sterling and
the dollar from parity. It is held, in general, that
France, Belgium, Holland and Switzerland will be
able to remain on gold for some months at least,
and perhaps indefinitely.

The London Stock Exchange was slightly irregu-
lar in the initial session of the week, partly as a
result of profit-taking in the more speculative de-
partments. There were some good features, how-
ever, among British industrial stocks. Gilt-edged
issues advanced a little on investment of speculative
profits. The international group was dull. Prices
advanced broadly, Tuesday, after the receipt of
favorable over-night reports from New York. Brit-
ish industrial issues were in demand, while colliery
shares advanced on news that Government assist-
ance would be given the extraction of oil from coal.
British funds again were well supported. The inter-
national list was quiet, owing to a new drop in the
dollar. The London market remained cheerful and
animated, Wednesday, owing to the further advance
in New York the previous day. Most industrial
issues were strong, but a decline developed in dis-
tillery shares. British funds remained in favor on
good revenue returns. Anglo-American trading
favorites were strong. In Thursday’s dealings the
trend of industrial issues was sharply downward be-
cause of the reports from New York of a severe reac-
tion. British funds were in demand. International
issues dropped, notwithstanding adjustments for
the upward movement of the dollar. Prices of indus-
trial stocks again sold off in fairly heavy trading
at London yesterday. The international section was
marked down sharply.

The Paris Bourse started the week with a favor-
able trend, nearly all issues advancing after the
three-day close for Bastille Day and the week-end.
Good reports from London and New York aided the
rise, which extended to all sections of the Ilist.
French and foreign stocks alike were in demand.
however, and rentes also improved. The trend,
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Tuesday, was firm, but trading was on a small scale,
with price changes unimportant. Most French in-
dustrial stocks advanced, and rentes also improved.
In an irregular session, Wednesday, prices lost a
little ground. The opening was weak and a recovery
toward the close wiped out only a part of the losses.
Considerable doubt was said to exist in Bourse
circles regarding the American experiment, and
there was a quite general tendency to liquidate spec-
ulative holdings. The downward trend was con-
tinued in the Paris market, Thursday, as reports
from New York had a depressing effect. Selling was
not on a very extensive scale, however, and the
losses were moderate. Rentes were irregular.

The Berlin Boerse was firm and active, Monday,
mainly as a reflection of a new series of Govern-
ment decrees designed to stimulate employment and
lessen the economic difficulties of the Reich. Indus-
trial stocks which are expected to benefit from the
Government measures were in greatest demand, but
others also improved. The tone remained favorable,
Tuesday, notwithstanding a little profit-taking.
Most securities advanced, while a contrary move-
ment developed in a few of the more speculative
issues. Bonds were in demand throughout the ses-
sion.” A further good session was reported Wednes-
day, with professional traders interested in stocks,
while public buying was concentrated mainly in
bonds. The rise was maintained throughout, and
closing prices were the best of the session. Like
other markets, the Boerse was soft Thursday, with
prices of the more speculative issues off sharply.
Trading dwindled at the lower levels, however, and
this tended to kep the decline within reasonable
bounds. Bonds were firm but inactive. The trend
was soft at Berlin, yesterday, with reports from New
York a discouraging factor.

e ST

THE World Monetary and Economic Conference

marked time in London, this week, awaiting
the recess on July 27 to which the principal nations
agreed on July 14. Subcommittees of the gathering
were asked early this week to put their reports in
order in ample time for adjournment, so that these
documents can be adjusted and adopted by the main
Monetary and Economic Commissions. There is
still a little doubt whether the Conference will fix
a date for reassembling in the final plenary session
next Thursday, but most observers believe there is
little likelihood of any definite arrangement. In-
stead, it is probable that a “Super-steering Commit-
tee” will be established to function during the recess
and call the Conference together again at some
future time, if conditions seem propitious for inter-
national agreements. It is already quite obvious,
however, that any such gathering, if it ever is called,
would constitute a distinctly new conference and in
all probability a much smaller one. All reports from
London indicate the lesson has heen well learned
that an international conference is worse than use-
less unless preceded by clear understandings, to
which the conferences themselves merely lend
official sanction and publicity.

The degree of somnolence reached by the present
Conference prompted the remark in a dispatch to
the New York “Times” early this week that the
meeting “is already in the first phases of that sleep
which has been decreed as its safest course until
some time in the autumn.” Whether the Conference
ever will be reconvened was held to depend entirely
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upon the United States. The choice of July 27 as
the date for adjournment was explained as due to a
desire on the part of Prime Minister Ramsay Mac-
Donald to avoid interpellations on the Conference
in the House of Commons. The British Parliament
will not recess until July 27, and it is being arranged
for the Conference and the Parliament to lapse
simultaneously. Because of the position into which
the United States was maneuvered in the Confer-
ence and the apparent importance of dollar stabil-
ization for any sort of international monetary or
economic agreement, it was suggested in London
this week that the Conference reconvene in Washing-
ton, if it is decided later to resume. The United
States delegation was said to see no advantage in
such ideas, and the suggestion was dropped. Secre-
tary of State Cordell Hull, leader of the American
delegation, was one of the few statesmen at London
this week who still clung to the belief that some-
thing could be accomplished in this or a subsequent
Conference. If any “Super-steering Committee” is
named, it will probably be due to the insistence of
Mr. Hull, who declared last Monday that there is a
real need for keeping the World Conference alive,
whether in session or in recess.

Post-mortems on the present Conference already
have started, and, indeed, the whole procedure of
international negotiation by means of open confer-
ences has been questioned. “The pre-war system of
private conversations between diplomats finally
proved its own undoing, but at least it had the merit
that it did not advertise its failures,” a dispatch to
the New York “Herald Tribune” remarks. “National
feelings were not exacerbated when individual poli-
ticians found themselves forced to retreat from un-

tenable positions, and when statesmanship went
periodically bankrupt the fact was buried in the
files of Foreign Offices, rather than broadcast to the

world. On the other hand, if one assumes that
modern conditions demand the continued washing
of dirty diplomatic linen in public, the only conclu-
sion to be drawn therefrom is that the world is in
for more and more conferences which will achieve
bigger and better failures.” Apart from such con-
siderations it was universally agreed at London that
the present Conference failed so dismally because
of its untimeliness and because preparations were
entirely inadequate.

Despite its apparent failure, work was continued
at the Conference this week in what one press corre-
spondent referred to as a “more or less unreal
atmosphere.” Numerous questions of a minor
nature were debated by the various committees and
subcommittees in the initial session of this week,
while somewhat more important problems were
taken up Tuesday. A subcommittee dealing with
copper unanimously accepted an American proposal
that the copper-producing countries submit before
Sept. 15 their views on the organization of copper
production and trade, with a view of summoning a
meeting to discuss them. Wheat became the chief
subject of the Conference on Wednesday, even
though the conversations between representatives of
the important producing countries are not strictly
a part of the Conference activities. It appeared for
a time that agreement on curtailment of wheat pro-
duction would be reached by the United States,
Canada, Argentina and Australia, and an attempt
was made to take over the negotiations and make
them a part of the Conference. This was blocked
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by the American wheat experts, who insisted that
the negotiations continue independently. The tenta-
tive agreement on wheat called for a reduction of
import tariffs and quotas by some of the European
wheat importing countries, but such action seems
improbable and a real agreement on curtailment is
correspondingly remote. A report on sugar pro-
duction was made early in the week by a committee
designated to consider this staple, and it indicated
fairly general agreement on the principle that
present production should be stabilized. Brazil
urged that European importers reduce their tariffs
on coffee, but the request received scant consid-
eration.

The protracted debate on silver ended Wednesday,
when the subcommittee presided over by Senator
Key Pittman adopted a resolution recommending
that governments of the chief silver-producing coun-
tries shall continue to seek agreements for reducing
fluctuations in the price of this commodity. Other
nations are asked to “refrain from measures which
would appreciably affect the silver market.” This
feature of the negotiations has already been referred
to in the earlier portion of this article, where also
we print the resolution on the subject adopted by the
silver group. It is believed this resolution will be
adopted by the Conference in its final plenary ses-
sion. Senator Pittman did not succeed in his effort
to make silver acceptable along with gold, in a
stated percentage, for central bank reserves,

Formal subcommittee work was virtually con-
cluded at the Conference on Thursday, and final re-
ports were prepared on a number of subjects for
submission to the main Monetary and Economic
Commissions. A group studying permanent mone-
tary measures was somewhat startled to hear Sen-
ator Key Pittman of the United States affirm a
personal belief in a fixed metallic currency standard
and skepticism regarding managed currencies. He
still fayored eventual re-establishment of the gold
standard, Senator Pittman stated, notwithstanding
the message from President Roosevelt to the Con-
ference on July 3. A resolution adopted by the
Monetary Subcommittee favored central bank co-
operation, but an American reservation held such
action premature. A report on private external in-
debtedness urged respect for contracts, but recog-
nized the necessity for readjustment of some debts
and the advisability of negotiation machinery.
There was some discussion of the tariff truce
arranged among some of the leading nations to last
for the duration of the Conference. Prime Minister
MacDonald was said to have convinced Secretary of
State Hull that no new tariff truce arrangement is
needed, and that the present truce agreement may be
regarded as in effect during the Conference recess
which impends. The work of the Conference ceased
entirely late Thursday, when a garden party was
given at Buckingham Palace by King George and
Queen Mary, almost all delegates attending the fete.

Secretary of State Hull surprised the Conference
vesterday by introducing a resolution in the Hco-
nomic Commission designed to extend indefinitely
the truce on tariff increases and to stimulate reduc-
tions in these barriers to trade. This proposal was
laid before the gathering together with a long cover-
ing letter. It does not fall strictly within the work
of the Commission, reports state, and therefore will
be appended without a vote to the report to be made
next week at the plenary session. The preamble
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to the proposal states that “the governments repre-
sented at this Conference, being desirous of aban-
doning economic conflict and collaborating in seek-
ing general economic improvement through mutually
profitable exchanges of goods, undertake to reach
an agreement, first in the negative way of ceasing
to erect new tariff barriers and then in the positive
way of progressive reduction of existing barriers.”
The resolution contains two sections devoted to
these aims, but also a formidable list of exceptions
which embrace chiefly any duties that the United
States might find advisable in furthering President
Roosevelt’s program for raising wages and improv-
ing the conditions of labor. In the accompanying
letter Secretary Hull pointed out that the work of
the Commission is far from finished, and that a
recess soon will be taken. “During and following
this recess,” he added, “it is to be hoped that the
interested governments will bring forward, through
diplomatic or other channels, substantial proposals
aimed to carry out ultimately the fundamental pur-
poses for which the Conference was called.”
e
REPRESENTATIVES of the four leading coun-
tries of Burope attached their signatures at
Rome, last Saturday, to the four-Power pact pro-
posed originally by Premier Mussolini of Italy as a
means of preserving peace in the Old World. The
text of the new treaty is identical with the docu-
ment initialed by plenipotentiaries of Great Britain,
France, Germany and Italy last month, after long
and arduous negotiations in which the proposal of
the Italian Premier was whittled down under
French pressure to little more than an expression
of good intentions. Signor Mussolini’s original in-

tention was to obtain an agreement among the four

Powers for peaceable revision of some of the more
obviously dangerous territorial settlements of the
Treaty of Versailles. As finally agreed upon, the
pact avoids all reference to such matters of genuine
significance and sets forth merely that the four
Powers will co-operate to maintain peace for 10
years. They are to collaborate for disarmament,
taking joint action to this end if the General Dis-
armament Conference fails. All measures to be
taken under the terms of the treaty are to be within
the provisions of the League of Nations covenant,
which is another way of stating that the Versailles
Treaty is not to be disturbed. This four-Power pact
was signed at Rome in a simple ceremony by Pre-
mier Mussolini for Ttaly, Ambassador Sir Ronald
Graham for Great Britain, Ambassador Henri de
Jouvenal for France, and Ambassador Ulrich von
Hassel for Germany.

Completion of this agreement was hailed in the
Fascist press of Ttaly as marking the introduction
of a “new era in European politics.” In a Rome re-
port to the New York “Herald Tribune,” such re-
marks were deprecated as due to an excess of
enthusiasm. In Paris it was hoped that the agree-
ment might mark the end of the long period of mis-
understanding between France and Italy. French
Government circles and the French press alike
emphasized this feature of the accord, and the
optimism in France created the impression in some
European circlesithat the treaty may actually prove
an important document. In a London dispatch of
Sunday to the New York “Times” it was remarked
that when the text of the Treaty was published it
was discounted as a wholly innocuous document.

h://fraser.stlouisfed.org/

Financial Chronicle

545

“The impression now is that the pact may mark the
beginning of genuine Franco-Italian rapproche-
ment,” the report added. It was noted with some
interest that Premier Edouard Daladier, of France,
sent a cordial message of congratulation to Signor
Mussolini on the conclusion of the pact. The Ger-
man Chancellor, Adolf Hitler, sent a highly lauda-
tory message to Premier Mussolini. Conclusion of
the agreement also received the warm endorsement
of Arthur Henderson, President of the General Dis-
armament Conference, who expressed the opinion
that it would prove an important factor in providing
a solution of the disarmament problem.
AT

jARTHUR HENDERSON, the British Laborite

who is President of the General Disarmament
Conference, assiduously toured the capitals of
Europe in the last two weeks on his mission of ‘sav-
ing” the Conference from complete collapse. When
the gathering reached a further impasse recently
and decided to adjourn until October, Mr. Hender-
son was asked to sound out the leaders of all im-
portant European countries regarding a possible
basis for some sort of agreement on disarmament.
He visited Paris and Rome last week, and was pres-
ent in the latter capital when the four-Power pact
was signed by representatives of Great Britain,
France, Italy and Germany. Talks with German
officials were held in Berlin early this week by Mr.
Henderson, who issued a statement Tuesday advo-
cating a “heart-to-heart” conversation between
Chancellor Hitler of Germany and Premier Daladier
of France. “Only in this way,” he said, “would
some of the doubts, fears and suspicions be re-
moved.” Mr. Henderson was unable to see Chan-
cellor Hitler until Thursday, as the German Nazi
leader was on a holiday in Bavaria. He discussed
the disarmament problem with Ioreign Minister
Konstantin von Neurath and other German Minis-
ters of State, Tuesday, and appeared satisfied that
French fears could be diminished by direct conver-
sations between the heads of the French and Ger-
man Governments.

Concerning the general problem, he issued a state-
ment in Berlin indicating that the realities of the
position have been seriously examined in all con-
versations, with the result that the “divergencies
on several important matters had been narrowed.”
Mr. Henderson conferred in Prague, Wednesday,
with Dr. Edouard Benes, Foreign Minister of
Czechoslovakia, who is rapporteur of the Disarma-
ment Conference. He went to Munich, Thursday, to
talk personally with Chancellor Hitler, the latter
interrupting his vacation in order to see him. Fur-
ther conversations are to follow in Paris, with the
aim of arranging a meeting in Geneva between Herr
Hitler and M. Daladier. Reports from several Euro-
pean capitals indicate that these activities of Mr.
Henderson’s are not diminishing to any noticeable
degree the pessimism felt generally with regard to

the disarmament problem.
—_—,——

O ITS long series of recent funded debt conver-
sion operations the British Treasury has
added another, in the form of an invitation to hold-
ers of the $136,333,500 issue of 514% gold dollar
bonds to exchange their obligations for sterling
bonds bearing 214 % interest on an exchange basis
of £260 for every $1,000. The new bonds, like the
outstanding issue, would mature Feb. 1 1937. The
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$136,333,500 loan is the unamortized part of a $250,-
000,000 war loan raised in the United States in
January 1917, and it is the only gold dollar obliga-
tion of the British Treasury in private hands. This
exchange offering has several unusual characteris-
tics, and coming at this time it is subject to a variety
of interpretations. In the New York market it was
emphasized that the exchange basis of dollar bonds
for sterling bonds corresponds to a sterling valua-
tion of approximately $3.85, whereas sterling
actually was quoted as fluctuating within a few
cents of the former level of $4.8665 on Wednesday,
when the exchange announcement was made in Lon-
don. This means that the British Treasury was
offering an apparent premium of about 20% to
induce conversion of the dollar loan into sterling
obligations, the sharp reduction in interest being,
of course, a material offset. On the basis of this
foreign exchange factor the bonds promptly were
marked upward on the New York Stock Exchange,
where they are listed, the advance amounting to
slightly more than $90 a $1,000 bond on Thursday,
when the offer became known here. In yesterday’s
dealings, however, the quotation declined nearly $20
a $1,000 bond.

In London the offer was accepted as an attempt
to stimulate further repatriation of the loan, which
is already held very largely in England. The favor-
able rate of conversion was construed in the British
capital as a compensation not only for the reduced
coupon, but also for relinquishment of the contract
right to payment in gold dollars in New York of the
standard of weight and fineness existing at the time
the loan was arranged, or in sterling in London at
the fixed exchange rate of $4.8614. An announce-
ment by the British Treasury remarked that recent
legislation in the United States provides that any
obligation expressed in gold or the coin or currency
of the United States shall be discharged upon pay-
ment in any coin or currency of the United States
which at the time of payment is legal tender. “It
follows from the terms of the legislation,” the state-
ment continued, “that payment of interest and re-
payment of principal under the existing bonds, if
made in New York, can only be made in coin or
currency which is at the date of payment legal
tender in the United States for the discharge of
debts; that is, in paper dollars and not gold dollars.
In the very special circumstances which surround
this particular case, however, his Majesty’s Govern-
ment propose to make an offer to the holders of the
bonds to surrender their existing bonds after encash-
ment of the interest coupon due Aug. 1 1933, and
receive in exchange new sterling bonds which would
be issued subject to the following terms and con-
ditions: (a) Bondholders who desire to avail them-
selves of the offer of exchange must signify their
intention not later than Aug. 31 1933, in such man-
ner as may be required; (b) the exchange will be
made on the basis that for every $1,000 of 514%
gold bonds the holder will receive £260 of sterling
bonds; (c¢) the sterling bonds will be repayable in
London on Feb. 1 1937, and bear interest at the
rate of 21569%.”

The British announcement of the exchange offer-
ing contained the information that the effect, to
the extent that it is accepted, will be to increase
the total amount of principal but to diminish the
interest payments during the period which remains
before maturity. “The amount of 20-year bonds is
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$136,333,500—£28,013,733 at par,” the statement
added. “If all these bonds were converted into
sterling bonds, the amount of the latter to be issued
would be £35,446,710. At par, the interest payment
on the 20-year bonds is equivalent to £1,540,755
yearly, while the charge for interest on the sterling
bonds would be £886,168 yearly.” There was some
criticism of the exchange offering in London, where
it was calculated that the interest savings would
amount, in the event of complete conversion, to
£1,963,761, whereas the increase in principal would
be £7,432,977, so that the apparent net cost of the
operation to the British Treasury would be
£5,469,216. In this market, however, it was recalled
that Chancellor of the Exchequer Neville Chamber-
lain recently predicted, during an interpellation in
the House of Commons, that the foreign exchange
value of the dollar would improve in the autumn,
when the usual payments for American products are
heaviest. This belief, also shared by financial ex-
perts here, led to the conclusion that the British
Treasury merely chose an exceptionally favorable
opportunity to dispose of a debt problem that might
prove slightly embarrassing in the future, because
of the gold clause in the contract. It was noted with
some interest that the encashment of the Aug. 1 1933
coupons will be effected in paper dollars.
AEE Gl
EFFORTS of German authorities to conserve the
gold and foreign exchange reserves of the
Reichsbank were extended late last week to include
the settlement made with Belgium covering the com-
pensation for 6,000,000,000 marks of German cur-
rency left in Belgian territory at the end of the
World War. It was announced officially in Brus-

sels, July 14, that Belgium would be credited with

the annual payments on this account hereafter in
the compensation office in Berlin. This means, a
dispatch to the New York “Times” remarked, that
Belgium will have to accept some $5,000,000 worth
of goods from Germany annually. When the agree-
ment for compensation was made, Germany agreed
to pay for the marks irrespective of whether the
Young plan was carried out, but reserved the right
to supply goods instead of currency, and the German
authorities are thus held to be technically within
their rights. The action nevertheless was said to
have produced great indignation in Belgium, and a
formal protest was made to Berlin. .

Foreign creditors of German long-term borrowers
in the international capital markets appear to be
consenting reluctantly to the provisional regime
established by the Reichsbank on debt service of such
loans, in order to protect the German central bank.
A Swiss committee representing creditors of that
country advised acceptance of the German offer,
according to Berlin reports of last Saturday. Repre-
sentatives of American investment bankers con-
cerned in the flotation of German bonds here are
non-committal in this respect, a statement issued last
week indicating that acceptance is a matter for the
individual bondholder to decide, but it was stated
that the arrangement is considered fair to all con-
cerned. The transfer moratorium of June 9, applic-
able July 1, was modified to provide for payment of
50% of interest due on external bonds in foreign
currencies, while the remaining 50% is to be paid
in serip representing marks deposited by the debtors
in the newly-established German Conversion Bank.
External loans of the German Government are to
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be exempted from this arrangement, the Dawes plan
7% loan entirely, and the Young plan 514% loan so
far as interest is concerned. Of interest to the credi-
tors of German private long-term borrowers are
ancillary arrangements by the Reichsbank, which
are expected to result in the maintenance of markets
by the Reichsbank for mark checks to cover 50% of
the interest due during the final six months of this
year. It is indicated that the Reichsbank will pur-
chase such checks, paying half the face value in for-
eign currencies. The recipients naturally have the
privilege of holding their mark checks and awaiting

developments.
—_——

HANCELLOR ADOLF HITLER and his associ-
ates of the German Fascist Government are
turning their attention more and more to economic
conditions within the Reich, but without abating
in any way their persecution of real or imagined
opponents of their regime. A general economic
council was appointed by the Chancellor last Satur-
day, to advise the Government on its problems and
direct the campaign against unemployment. The
Councilors include such prominent German indus-
trialists as Dr. Gustov Krupp von Bohlen, Dr. Carl
Bosch, Karl Friedrich von Siemens, Dr. Fritz Thys-
sen and Dr. Albert Voegler. This group is to at-
tempt “co-ordination” of the Nazi program for eco-
nomic recovery, the need for such action being illus-
trated by German foreign trade figures of last
Saturday, which revealed a sharp drop in exports
and an increase in imports during June. The Ger-
man Cabinet met on July 14, and in a session that
lasted into the small hours of the next day passed
some 30 laws dealing with various phases of the
Fascist political and economic program.

The laws include an Aect for the confiscation of
the property of individuals who are deemed hostile
to the Nazi State, an Act for the withdrawal of citi-
zenship from individuals who were naturalized since
the World War, and an Act prohibiting the forma-
tion of new political parties or the revival of old
ones. A further measure provides for the seizure
of property and the withdrawal of citizenship of all
critics of the Government who live abroad and refuse
to return to Germany. Another law limits the use
of machinery in the German cigar industry, and
reflects the Nazi opposition to the use of machinery.
The animus against the Weimar Constitution was
again shown by a measure which permits public
gambling, in contrast with the former constitutional
prohibition. One of the laws regularized the rela-
tions of the Nazi State with the Protestant and Ro-
man Catholic churches.

Among the more important economic edicts was an
agrarian law to exclude any foreign grain imports
this year, except to compensate for German grain
exports. The interest paid by agricultural credit
institutions on foreign credits was reduced by the
Government to 4%, the Reich itself paying the dif-
ference between that figure and the contract rates.
Extensive tax reductions were granted to enter-
prises that employ additional labor or purchase
machinery replacements, while exemptions were
granted new undertakings producing products that
do not compete with existing enterprises. The Goyv-
ernment also allotted approximately 150,000,000
marks in additional credits for labor creation.
Earlier this month Chancellor Hitler informed the
German people that they must become 100% Nazi.
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The difficulty of this aim is perhaps best illustrated

by an announcement that 18,000 persons are being

held under “protective arrest” by the Nazis.
— s

RGENTINA was in the throes of a governmental
crisis this week, as the question of the recently
negotiated trade treaty with Great Britain was de-
bated in the Chamber of Deputies. Uncompromis-
ing opposition to the treaty was expressed by Fi-
nance Minister Alberto Hueyo, and there was also
considerable antagonism in the Argentine Congress,
chiefly because customs revenues will be curtailed
materially under the treaty. Internal issues also
contributed to the crisis, according to Buenos Aires
reports to the New York “Times.” A popular de-
mand exists for currency inflation and for a mora-
torium on foreign debt payments, it is said, and
these proposals also were opposed by Senor Hueyo.
The Finance Minister handed his resignation to
President Justo early this week, rather than accept
any of the proposals, and the resignation was ac-
cepted Tuesday, following unsuccessful efforts by
President Justo to conciliate the dispute. The en-
tire question was made acute by a formal British
protest against further delay in ratification of the
Anglo-Argentine treaty by the Congress in Buenos
Aires. It was rumored that the British Government
would reduce imports of Argentine chilled beef un-
less ratfication took place speedily. The treaty was
approved by the Chamber of Deputies, Thursday,
by a vote of 61 to 41. President Justo announced
Wednesday that Minister of Justice Manuel de Iri-
ondo would act as Finance Minister, pending the
appointment of a successor to Senor Hueyo. He
indicated at the same time that the Government
would continue to follow the Hueyo financial policy.
“This means,” a dispatch to the New York “Times”
said, “that the Government proposes to continue
prompt payments of foreign obligations, despite
passage of the law suspending sinking fund pay-
ments.”
e
HERE have been no changes this week in the
discount rate of any of the foreign central
banks. Present rates at the leading centers are
shown in the table which follows:

DISCOUNT RATES OF FOREIGN CENTRAL BANKS.

Rate in Pre-
Effect Date vious
July 21| Established. | Rate.

Rate in
Effect
July 21

¥
?

Country. Country.

b
)
8
o

Date
Established.

=
8
8
>

Austria_....| 5 Mar. 23 1933| 6 Hungary...| 414
Belgium._.| 3¢ [Jan. 13 1932| 24 314 |Feb. 16 1933
Bulgaria...| 8% [May 17 1932| 934 ||[Ireland....| 3 June 30 1932
415 [Aug. 23 1932| 534 4 Jan. 91933
Sept. 19 1932| 6 3.65 [July 31933
July 11933
May 51932
14 |May 23 1933
Oct. 20 1932
Mar. 14 1933
Apr. 71933
Feb. 21 1933
Oct. 221932
June 1 1933
Jan. 22 1931

Oct. 17 1932

L
2
@ W=

Colombia . .
Czechoslo-

-

-
N

Jan. 251933
July 12 1932
June 11933
June

Lithuania_.
Norway - - -
Denmark . _ Poland ...
England. ..
Estonia.._.
Finland....
France. ...
Germany ..
G
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Jan. ¥4 ||Rumania ..

AN

May

Oct.

Sept. !
ireece. May 29 16
Holland . . ! 4 July 14 1933

5
7
3
6
Portugal...| 6
6
4
6

South Africa

Sweden....| 3
Switzerland| 2

N

-
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N AR T
s
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=
R
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In London open market discounts for short bills
on Friday were 7-169,, as against 14@9-16% on
Friday of last week and 7-16@14%, for three months’
bills, as against 15@9-16%, on Friday of last week.
Money on call in London yesterday was 149%. At
Paris the open market rate remains at 2149, and in
Switzerland at 1149.

ST (T
HE Bank of England statement for the week
ended July 19 shows a further small gain in
gold holdings, amounting to £11,287, which again
brings the total up to a new high mark. The Bank
now holds £190,980,652 as compared with £137,422, -
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347 a year ago. Circulation contracted £1,097 000
and this together with the gain in gold brought about
an increase of £1,108,000 in reserves. Public deposits
increased £2,211,000 while other deposits decreased
£929,201. The latter consists of bankers’ accounts
which fell off £1,799,476 and other accounts which
rose £870,275. The reserve ratio is now at 43.199%,
in comparison with 42.86%, a week ago and 34.53%,
a year ago. Loans on Government securities rose
£2,535,000 and those on other securities decreased
£2,336,082. Other securities include discounts and
advances and securities. The former fell off £3,853,-
192 while the latter increased £1,517,110. The re-
serve ratio is unchanged at 29%,. Below we show

a comparison of the different items for five years.
BANK OF ENGLAND'S COMPARATIVE STATEMENT.

July 24

July 19 July 20
2. 1929.

July 2! July 23
1933. 193 1

931. 1930.

£ £ £ £ £
377,375,000(365,758,894(356,098,240364,137,682|367,332,145
19,052,000| 13,379,064| 16,373,208 9,904,246 11,684,787
151,363,885|121,751,271| 92,943,628/103,472,542| 97,493,360
94,159,317| 88,023,928 60,179,250| 67,265,603| 61,009,441
57,204,568 33,727,343| 32,764,378 36,206,939| 36,483,919
89,590,471| 66,230,765 34,375,906/ 51,355,5647| 50,781,855
25,309,013| 40,315,295| 39,075,446| 29,200,737| 33,099,759
11,246,485| 14,307,079 7,098,770| 7,098,34: 9,426,937
14,062,528| 26,008,216/ 31,976,676| 22,102,394 23,672,822
n| 73,606,000| 46,663,453| 52,946,336| 50,896,217| 43,368,013
Coin and bullion.___|190,980,652|137,422,347(150,044,584/155,033,899(150,700,158
Proportion of reserve
to liabilities 43.19% 34.53% 49.3% 44.89% 39.72%
Bank rate 2% 2% 3% % 3% 5% %

Circulation a

Public deposits_ .

Other deposits_ ..
Bankers' accounts.
Other accounts. ..

Governm’t securities

Other securities
Disct. & advances.

noto 180cs, AdAInG &t Ehat e £254, 199,000 t0 the AMOUNS of Bank of England
notes outstanding.
et
HE Bank of France in its statement for the week
ended July 14 reveals an increase in gold hold-
ings of 284,850,865 francs. Gold now aggregates
81,549,342 441 francs, in comparison with 82,407 -
812,725 francs last year and 56,646,581,780 francs
the year before. Credit balances abroad and creditor
current, accounts record gains of 2,000,000 francs and
589,000,000 francs while French commercial bills
discounted and advances against securities show de-
creases of 110,000,000 francs and 73,000,000 francs
respectively. Notes in circulation are off 690,000,000
francs, the total of which is now 83,217,659,275
francs. A year ago the total of circulation was
81,546,994,825 francs, and two years ago 77,953,-
685,160 francs. The proportion of gold on hand to
sight liabilities stands at 78.489, and compares with
76.319, last year and 56.329, the previous year.
Below we furnish a comparison of the various items

for three years:
BANK OF FRANCE'S COMPARATIVE STATEMENT.

Changes

Jor Week. July 14 1933. | July 15 1932. | July 17 1931,

Francs. Francs, Francs. Francs.
4284 850,865|81,540,342,441|82,407,812,725/56,646,581,780
+2,000,000| 2,575,759,060| 4,458,052,465| 8,659,194,558

—110,000,000| 3,063,939,042| 2,830,470,653| 4,562,717,599
No change. 1,404,168,232| 1,843,583,229(16,990,303,647
—73,000,000| 2,689,847,382| 2,794,447,197| 2,839,214,961
—600,000,000(83,217,659,275|81,546,994,825|77,953,685,160
+ 589,000,000/20,701,965,183|26,448,836,601|22,622,497,772

Gold holdings
Credit bals. abroad.
a French commercial
bills discounted . -
b Bills bought abr'd
Adv. against securs.
Note circulation.. ..
Cred. current accts.
Proportion of gold
on hand to sight
liabilities +0.35% 78.489%, 76.31% 56.32%

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

HE Bank of Germany in its report for the second
quarter of July shows an increase in gold and
bullion of 24,156,000 marks. Owing to this gain, the
total of bullion stands now at 218,212,000 marks, in
comparison with 754,109,000 marks a year ago and
1,366,092,000 marks the year before. A decrease
appears in reserve in foreign currency of 5,741,000
marks, in bills of exchange and checks of 106,657,000
marks, in advances of 14,094,000 marks, in other
assets of 1,063,000 marks, in other daily maturing
obligations of 2,171,000 marks and in other liabilities
of 14,622,000 marks. Notes in circulation contracted
53,763,000 marks reducing the total of the item to
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3,338,409,000 marks, in comparison with 3,796,300,-
000 marks last year and 4,161,809,000 marks the
previous year. Silver and other coin, notes on other
German banks and investments reveal increases of
29,780,000 marks, 3,290,000 marks and 313,000
marks respectively. The proportion of gold and
foreign currency to note circulation stands at 8.9%,
last year it was 23.59% and the year before 35.89.
Below we furnish a comparison of the various items

for three years:
REICHSBANK'S COMPARATIVE STATEMENT.

Changes

Jfor Week. July 15 1933.|July 15 1932.|July 15 1931.

Reichsmarks.
218,212,000
L0

Reichsmarks.
-+ 24,156,000
No change.
—5,741,000
7

Assets—
Gold and bullion
Of which depos. abroad
Res've in foreign eurr.
Bills of exch. & checks-
Silver and other coin...
Notes on other Ger.bks.
Advances
Investments. _
Other assets._.._.
Liabilities—

Reichsmarks. | Reichsmarks.
754,109,000(1,366,092,000
47,069, 81,652,000

24,36

é i 124
2,98 4,000(2,753,439,000
252,653,000 78,723,000
11,007,000|8,688,000,040 9,221,000
70,599,000| 145,706,000 386,007,000
320,025,000) 365,220,000| 102,259,000
461,822,000 764,561,000| 856,386,000
—53,763,000(3,338,409,000|3,796,300,000(4,161,809,000
—2,171,000| 357,003,000 338,621,000| 307,124,000
—14,622,000( 180,791,000] 712,993,000 720,240,000

23.5% 35.8%

+20,78
+3.200,000
— 14,094,000
+313,000
—1,603,000,

Notes in circulation.__ -
Other daily matur.oblig.
Other liabilities
Propor.of gold & foreign
curr. to note circul’'n.

+0.6% 8.9%

—_——

NLY slight changes have been reported in the
New York money market this week, pro-
nounced ease remaining the rule under the open
market operations of the Federal Reserve banks.
Variations in rates have been very small, and they
reflected entirely the highly uncertain course of the
securities markets. Time loans have been somewhat
firmer. Call loans on the New York Stock Exchange
have been 19, for all transactions, whether renewals
or new loans. There were no funds available at
concessions in the unofficial street market until
Thursday, when a few trades were reported done at
34%. Offerings of call money in the street market
yesterday at 149, were said to find no takers.
Bankers’ acceptance and commercial paper rates are
unchanged. An issue of $75,000,000 Treasury dis-
count bills due in 91-days was awarded, Monday at
an average discount of 0.399%. Brokers’ loans
increased $12,000,000 for the week to Wednesday
night, according to the statement of the Federal
Reserve Bank of New York.
e
EALING in detail with call loan rates on the
Stock Exchange from day to day, 19, has
been the ruling quotation all through the week for
both new loans and renewals. The market for time
money has been extremely quiet this week, the only
transactions recorded being of one 90-dayloanat114%.
Rates are nominal at 1@1249% for 30 and 60 days,
11{@1%9%, for three and four months and »%4@2%
for five and six months. The market for commercial
paper has been brisk this week. The demand con-
tinues to hold up and there has been a good supply
of paper available. Rates are 1149, for extra choice
names running from four to six months and 13{9%
for names less known.
o=
HE market for prime bankers’ acceptances has
shown no change this week. The market is
quiet and most of the demand comes from out of
town banks. Rates are unchanged. The quota-
tions of the American Acceptance Council for bills
up to and including 45 days are 5% bid, and 349,
asked; for 46 to 90 days they are 549 bid and
149, asked; for four months, 74% bid and 3/%, asked;
for five and six months, 1149 bid and 19} asked.
The bill buying rate of the New York Reserve Bank
is 19, for bills running from 1 to 90 days, and pro-
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portionately higher for longer maturities. The
Federal Reserve banks’ holdings of acceptances fell
during the week from $13,194,000 to $9,848,000.
Their holdings of acceptances for foreign corre-
spondents has also decreased during the week from
$35,761,000 to $35,694,000. Open market rates for
acceptances are as follows:

SPOT DELIVERY.
—180 Days— —150 Days— —120 Days—
Bid. Asked. Bid. Asked. Bia. Asked.
11 1 1% 1 7% b/
—45 to 60 Days- —11to45 Days—
Asked. Bid. Asked.
5 14

3 3%

——90 Days:
Bid. Asked.  Bid.

14 5

] 2 /8 72

FOR DELIVERY WITHIN THIRTY DAYS.

HERE have been no changes this week in the
rediscount rates of the Federal Reserve banks.
The following is the schedule of rates now in effect
for the various classes of paper at the different Re-
serve banks:
DISCOUNT RATES OF FEDERAL RESERVE BANKS.

Rate in
Effect on
July 21.

Federal Reserve Bank. Previous

Rate.

Date
Established.

June 1 1933 314
May 26 1933 E
June 81933
June 10 1933
Jan, 25 1032
Nov. 14 1931
May 27 1933
June 8 1933
Sept. 12 1930

w

N

Philadelphia .
Cleveland. . _
Richmond. _ .
Atlanta_ .. __

e
R

NN

St. Louis._.___
Minneapolis. . .
Kansas City . Oct. 23 1931
Jan. 28 1932
June 21933

WWWwWwwwwwwwy

e
STERLING exchange further sharply advanced

early in the week involving further depreciation
of the dollar, but as has been the case for many
months, the pound has been weak in terms of gold or
the French franc. Quotations are highly erratic and
the volume of transactions is negligible both in New
York and abroad, with the smallest actual trades
effecting marked price changes. Bankers everywhere
are entirely at sea as to the probable trend of the ex-
changes. Traders are unable to formulate technical

positions and all markets are seriously handicapped

by the prevailing uncertainty. The strength of
sterling in terms of dollars merely points to the
weakness and downward trend of the dollar. Matters
have been further complicated this week by the an-
nouncement on Thursday of the British Treasury’s
plan to convert the $250,000,000 5159%, dollar loan
into new 2159 sterling bonds at the rate of £260 per
$1,000. This is the equivalent of $3.846 for the
pound and compares with the recent high touched in
London on Wednesday of $4.8675. A detailed ac-
count of the conversion offer will be found on another
page. Sterling made a new advance each day this
week up to and including Wednesday, cable transfers
touching $4.781{ on Saturday, 4.8034 Monday,
4.851% Tuesday and 4.861% Wednesday; on Thursday
as a result of the conversion offer, there was a drop to
4.64 and on Friday to 4.5714. The range this week
has been between 4.57 and 4.8614 for bankers’ sight
bills, compared with a range between 4.64 and 4.83
‘last week. The range for cable transfers has been
between 4.5714 and 4.861%, compared with a range
of between 4.65 and 4.831% a week ago. It will be
recalled that on Monday of last week the pound
jumped to 4.831% for cable transfers. There was a
recession on Friday last to 4.79 and the rate moved
fractionally lower again on Saturday. On Monday
of this week the pound returned to about the closing
rates for Friday last. On Wednesday the market
was decidedly firm even though transactions in New
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York were negligible, the quotation as already stated
went as high as 4.861% here and reached 4.8675 in
London.

When these high figures were reached, the market
resumed speculation as to the probable course of the
dollar, and it seemed to be the consensus of opinion
that these rates would prove the signal for further
depreciation of the dollar. Upon the announcement
of the British Treasury conversion plan the rate
broke sharply in New York, in London, and in all
markets. The sigaificance of the offering may be
best comprehended if it is recalled that only a few
months ago in the early part of the year it was very
evident that the London authorities were endeavoring
to hold sterling around 3.40. With the great return
of confidence in London as a money center and safe
place of deposit for foreign funds, the steady -flow
of funds to London for purposes of security upset all
plans which the British Treasury or the Bank of
England may have had for this 3.40 point, and for
some time it was clear that they would determine on
a higher level around 3.50. At the opening of the
Monetary and Economic Conference it became cer-
tain that this was the level desired by London and
the American delegates to the conference intimated
clearly that they hoped for a stabilization point
around 4.00. The market slumped in New York
and everywhere on Thursday as the conversion offer
seemed to convey as strongly as possible that the
British authorities were planning a stabilization point
of 3.846. In consequence of this conjecture, which
was later declared unfounded, sterling dropped not
only against the dollar but also in terms of francs
and all the gold-bloc units. The London check rate
on Paris dropped to 84.85 francs to the pound, and
the British Exchange Equalization Fund was forced
to supply sterling against gold. On Friday of last
week the London check rate on Paris closed at 85.25
francs to the pound, representing a depreciation of
sterling in terms of gold of approximately 319 .

Prior to the abandonment of gold by London in
September 1931, the London check rate on Paris
varied only slightly from day to day at around
124 francs to the pound. For the present, at
least, foreign exchange traders are strongly inclined
to believe that 3.846 represents a stabilization pound
intended by London, but there is absolutely no way
of knowing this. Bankers everywhere have noted
with singular interest the few remarks made by
J. Pierpont Morgan on his arrival in England on
Wednesday, which are reported an another page.
It might be pointed out here that he said that one
of the first men he intends to see is Montagu Norman.
Governor of the Bank of England, and that he
would not be surprised if stabilization were discussed.
Funds are in great abundance in London and the
big five London clearing banks are hard pressed to
find profitable employment for their balances. Their
joint deposits rose more than 119, during the fiscal
year ended June 30, and they have found it more
difficult to use their funds profitably this year than
ever before. The total increase during the year
amounted to £179,875,359. The embarrassment of
funds has been reflected for many months in the low
open market money rates. Call money against bills
is in abundant supply at 149%. Two-months’ bills
are 5-169%, to 7-16%,, three-months’ bills, 7-169, to
159%; four-months’ bills, 7-169%, to 549%,; six-months’
bills, 11-169% to 24%. These rates have changed
hardly at all from day to day for many months.
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The British Treasury and the Bank of England seem
to have taken but small amounts of the gold on offer
in the London market this week, doubtless deterred
by the heavy gold premium. On Saturday last
£145,000 was available and taken for Continental
account at a premium of 11d. Bars were quoted
124s. 3d. On Monday £125,000 was available and
taken at a premium of 1114d. for Continental ac-
count. Bars were quoted 124s. 3d. On Tuesday
£225 000 was taken for an unknown destination at a
premium of 11d. Bars were quoted 124s. 514d.
On Wednesday £60,000 was taken for Continental
account and the Bank of England bought £968
gold bars, which were quoted 124s. 4d. On Thurs-
day £330,000 is believed to have been taken for
Continental account at a premium of 8d. Bars
were quoted 124s. 6d. On Friday #£435,000 was
available and taken for Continental account at a
premium of 8d. Bars were quoted 124s. 1d. On
Friday also the Bank of England bought £349,098
in gold bars.

This week the Bank of England shows an increase
in gold holdings of £11,287, the total standing at
£190,980,652, which compares with £137,422 347 on
July 20 1932, and with the minimum of £150,000,000
recommended by the Cunliffe committee. It has
been asserted in important quarters that the British
authorities are well satisfied with the gold holdings
of the Bank of England as they stand at present and
for the time being at least no serious attempt will
be made to increase the present figure.

At the Port of New York the gold movement
for the week ended July 19, as reported by the Federal
Reserve Bank of New York, consisted of exports of
$16,344,000, of which $11,342,000 was shipped to
France and $5,002,000 to Sweden. There were no
gold imports. The Reserve Bank reported a decrease
of $16,251,000 in gold earmarked for foreign account.
In tabular form the gold movement at the Port of
New York for the week ended July 19, as reported
by the Federal Reserve Bank of New York, was as

follows:

GOLD MOVEMENT AT NEW YORK, JULY 13-JULY 19, INCL.
Ezports.
$11,342,000 to France.
5,002,000 to Sweden.

Imports

None.
$16,344,000 total.

Net Change in Gold Earmarked for Foreign Account.
Decrease: $16,251,000.

The above figures are for the week ended Wednes-
day evening. On Thursday there were no imports
of gold but $6,252,400 was shipped to France, and
gold held earmarked for foreign account decreased
$6,252,400. On Friday there were no imports of
gold but $5,000,600 of the metal was exported to
France, gold held earmarked for foreign account
decreased $5,000,600. There have been no reports
during the week of gold having been received at any
of the Pacific ports.

Canadian exchange has approached much nearer
dollar parity, although Canadian funds are still at
a discount. On Saturday last Montreal funds were
at a discount of 454%, on Monday at 4149, on
Tuesday at 314%, on Wednesday at 414%, on
Thursday at 514% and on Friday at 5%.

Referring to day-to-day rates, sterling exchange on
Saturday last was dull but firm. Bankers’ sight was.
4.77@4.78; cable transfers 4.77%%@4.78Y4. On
Monday the market continued dull with the pound
inclining to firmness. The range was 4.775@4.8014
for bankers’ sight and 4.7754@4.803% for cable trans-
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fers. On Tuesday sterling advanced sharply. Bank-
ers’ sight was 4.82@4.85; cable transfers 4.8234@
4.851%. On Wednesday sterling was firm against the
dollar. The range was 4.8034@4.8614 for bankers’
sight and 4.81@4.861% for cable transfers. On
Thursday sterling was sharply lower. The range was
4.635%%@4.75%% for bankers’ sight and 4.64@4.75%4
for cable transfers. On Friday there was further
weakness; the range was 4.57@4.7214 for bankers’
sight and 4.5714@4.7214 for cable transfers. Closing
quotations on Friday were 4.68 for demand and
4.6814 for cable transfers. Commercial sight bills
finished at 4.68; 60-day bills at 4.6714; 90-day bills
at 4.67; documents for payment (60 days) at 4.6714,
and seven-day grain bills at 4.66. Cotton and grain

for payment closed at 4.68.

AR
XCHANGE on the Continental countries presents
no new features of importance. The resume of
sterling exchange gives a picture of the movement of
the gold bloc currencies. French francs are particu-
larly firm in terms of sterling and the dollar, and the
franc is now a guidepost to the movements of all other
exchanges, whether on or off gold. The franc,while
firm, declined 10 points on Thursday following the
announcement of the British Treasury’s conversion
offer, which seemed to indicate a determination
sooner or later to stabilize sterling around $3.846.
The drop was reflected in sterling itself and in nearly
all currencies, and indicates the nervousness of the
market. The Bank of France statement for the
week ended July 14 shows an increase in gold holdings
of 284,850,865 francs, the largest increase in many
weeks. Some of this gold came from the French
Bank’s earmarked stock in New York, but doubtless
some of it represents withdrawals from London open-
market purchases of private interests. As noted
above, the Federal Reserve Bank reports a shipment
of $11,342,000 gold to France this week, which
follows shipments aggregating $21,810,000 in the two
previous weeks. The Bank of France statement for
the week ended July 14 shows total gold holding at
81,549,342 441 francs, which compares with 82,407 -
812,725 francs on July 14 1932 and with 28,935,000 ,-
000 francs in June 1928 when the franc was stabilized.

Ttalian lire are fluctuating of course with the other
major exchanges, but are on the whole steady and
firm. Ttalian opinion seems to be that the gold bloc
countries will continue to sustain their position with
the utmost vigor in view of the sacrifices they have
made in the past. )

German marks are quoted high with all other
currencies in terms of the dollar, but these quotations
are highly nominal. The Reichsbank current state-
ment reports a slight increase in reserves, reflecting
an easing of strain on the bank, which has been ac-
complished by means of the transfer moratorium in
effect since July 1.

The London check rate on Paris closed on Friday
at 85.30, against 85.25 on Friday of last week. In
New York sight bills on the French centre finished
on Friday at 5.5034, against 5.6134 on Friday of
last week; cable transfers at 5.5114, against 5.62,
and commercial sight bills at 5.4714, against 5.48.
Antwerp belgas finished at 19.62 for bankers’ sight
bills and at 19.63 for cable transfers, against 20.04
and 20.05. Final quotations for Berlin marks were
33.64 for bankers’ sight bills and 33.65 for cable
transfers, in comparison with 34.34 and 34.35.
Italian live closed at 7.4114 for bankers’ sight bills
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and at 7.42 for cable transfers, against 7.5814 and
7.59. Austrian schillings closed at 16.10, against
16.25; exchange on Czechoslovakia at 4.20, against
4.261%; on Bucharest at 0.91, against 0.92; on Poland
at 15.75, against 16.15, and on Finland at 2.10,
against 2.12. Greek exclmnge closed at 0.81 for
bankers’ sight bills and at 0.8114 for cable transfers,
against 0.8114 and 0.8134.
aml 0
XCHANGE on the countries neutral during the
war has followed the main trends in evidence

during the past few weeks. Holland guilders are
exceptionally firm with respect to the dollar and the
pound, as also the other gold-bloc neutral, the Swiss
franc. It will be recalled that a few weeks ago when
the guilder was threatened the Bank of The Nether-
lands ran up its rediscount rate sharply from 3149
to 414% as a measure to protect its reserves. On
Friday, July 14, the rate was reduced to 49, although
when the advance to 4159, was made Amsterdam dis-
patches clearly indicated that further increases in the
rate could be looked for if there were any signs of
raids on the guilder. Itis pointed out that the present
reduction indicates that the gold-bloc countries, fol-
lowing policies largely dictated by France, will en-
deavor to keep money rates low and a further reduc-
tion in the Bank of The Netherlands rate is looked for
unless signs of a speculative drive against guilders
become evident. The agreements of every kind made
between the gold-bloc countries are so largely secret
that there is no way of discovering what action any
of these central banks may take. Speculators who
had sold Dutch florins short hastened to cover last
week and Dutch exchange, having risen above the
gold point, gold shipments took place between Paris
and Amsterdam. Because of the uncertainties as to
the course of the dollar and sterling exchange there
has been some evidence of a return flow of funds to
the Dutch and Swiss centers in search of security.
The Scandinavian currencies are strongly inclined to
move in sympathy with sterling.

Bankers’ sight on Amsterdam finished on Friday
at 56.75, against 57.85 on Friday of last week; cable
transfers at 56.80, against 58.10, and commercial
sight bills at 56.65, against 57.75. Swiss francs
closed at 27.24 for checks and at 27.25 for cable
transfers, against 27.84 and 27.85. Copenhagen
checks finished at 21.85 and cable transfers at 21.86,
against 21.39 and 21.40. Checks on Sweden closed
at 24.09 and cable transfers at 24.10, against 24.64
and 24.65; while checks on Norway flmshed at 23.49
and cable transfers at 23.50, against 24.09 and 24.10.
Spanish pesetas closed at 11.76 for bankers’ sight
bills and at 11.75 for cable transfers, against 11.99
and 12.00.

Lot

XCHANGE on the South American countries al-
though only nominally quoted, as these markets

are under the strict control of government exchange
boards, is nevertheless firm and seems to have risen
proportionately to the decline of the dollar in terms
of gold. The major South American markets report
that in the past few weeks there has been a practical
cessation of requests to repatriate American export
balances in these markets. This is especially the
case in Rio de Janeiro and Buenos Aires. The export
business of the South American countries has greatly
benefited from the rise of commodity prices here.
Buenos Aires recently stated that President Justo
asserted that the Government proposes to continue
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prompt payments of foreign obligations despite
passage of the law suspending sinking fund payments.
The question of inflation depends largely on action
in Congress, where there is a strong Conservative
Party movement in favor of several inflationary
measures now in committee.

Argentine paper pesos closed on Friday nominally
at 36.00 for bankers’ sight bills, against 3614 on Fri-
day of last week; cable transfers at 3614, against
3634. Brazilian milveis are nominally quoted 7.81
for bankers’ sight bills and 834 for cable transfers,
against 7.95 and 8.00. Chilean exchange is nomi-
nally quoted 834, against 834. Peru is nominal at
22.25, against 22.00.

gt

XCHANGE on the Far Eastern countries has

. been easier on the decline in the price of silver
the latter part of the week. Silver in New York
ranged this week from between 4034 cents and 3714
cents per fine ounce. The Shanghai silver market
has been more active than in many years. The
Indian rupee fluctuates with the pound, to which it
is anchored at the fixed rate of 1s. 6d. per rupee.
The Japanese yen is especially firm when it is con-
sidered that around the first of the year the Japanese
authorities frequently expressed themselves as satis-
fied that the yen could be held around 2014. Par of
the yen is 49.85 and current quotations are around
30. This does not represent so much a rise in the
ven as it reflects a decline in the dollar.

Closing quotations for yen checks yesterday were
29, against 30 on Friday of last week. Hong Kong
closed at 323/@33 11-16, against 3514{@35 7- -16;
Shanghai at 2834 @2934, against 3114; Manila at 50,
agamst 50; Singapore at 55, against 56; Bombay at

3514, against 3614, and Cdlcutta at 30}/, against
3615.
EXCHANGE RATES CERTIFIED BY FEDERAL RI SERVE

BANKS TO 'lRI‘A\UR\ UNDER TARIFF ACT OF 19
JULY 15 1933 TO JULY 21 1933, INCLUSIVE.

Noon Buying Rate for Cable Transfers in New ¥ “ork,

Country and Monetary, Value in United States Money.
Unit. |

, July 21.

S
-158125%
.195790
.010000*
.042040
.208087

July 18. { July 19, | July 20,

s |
.158750%
.199500

.010250%

S
164333 %
.202900
.010750*

$
.162166*
.202509
.010250*

S
158750*
190883

.160000‘
| 199836
Bulgaria, lev. .010750% .010500*
Czechoslovakia, krone| .042528 | 042514 -043108 | .043314 | .042500 |
Denmark, krone._____ l .213209 | .212966 | .215566 | .215910 | .212018
England, pound | | !
sterling 778750 4.777000 |4.841500 4. 834250 4.7
Finland, markka. -| 021140 \ .021140 | .021283 |
France, rmm-u 056069 | .056101 | .056885
Germany, k| .342146 | .341750 | .346075
Greece, dm('hm 008131 | .008137 | .008175
Holland, gullder _ 577961 | .578225 | .586071
Hung:\ry, pengo - -| -250000% .250000% .252250*
Italy, Hra. - -__. 075650 | .075593 | 076652 [ 85
Norway, krone 239822 | .239890 | .243127 .’H(M'
Poland, zloty -158000 | .158666 | .162666 | .163333
Portugal, escudo. .044025 | 043775 | .044133 | 044370 ‘
Rumania, leu. . AOOS'MS 009033 | .009200 | .009250
Spain, peseta 119558 | .110542 | .121350 | .121625
Sweden, kron: 46127 .249309 | .249400 ‘
letztrl\nd fr. 500 | . 280466 | .280900 |
Yugoslavia, dinar..__| .Ul‘)700 019225 | 019525 | .019575 |
ASIA— |

China— ] |
.
1
|

|4.750000 14.652500
{ 020850 | .02
| 056040 | .
341000 | 333818
008103 | 008028
577625 | .564318
-250000¢( 2
075504
238409 | .
158875 | (136250
043766 | [042883
008937 | 008933
.119431 | 1117083
244714 | 1240300
276300 | 239750
(019287 | [019162

i
1299583
209583
-300000 |

Chefoo dollar. _____ .'}0'1.)53 .308333 | .312916 | .310416 |
Hankow dollar 308333 | .312916 |
Shanghai dollar. 308125 | .313750
‘Tlentsin dollar . .308333 | .312016
Hong Kong dol 345468 | .35
India, rupee. 359225
lnp.m yen. . 296770
Singapore (S. S. ) dollar 554375
NORTH AMER,—
Canada, dollar
Cuba, peso_ . _
Mc\lm peso (silver) .
\ewmundl'md dollar
SOUTH AMER.—
Argentina, peso (L.old)
Brazil, milreis
Chile, peso..

202083
310416 |
.311250

352500
364125
.301500 |
563750

|
310416 ’ 209583
|

554375

952656
999150
.280933
950000

833404+,

k L2888
553750 | .545000
955170
| ‘999150
| 281366 |
| 1952656 |

052604
999150
280933
950000 |

48312()3‘

.952031
999225
281675
049625

.827‘)24' .81'1 549%
.079550% . 5
[086250% .

999150
1281420 | .28
960500 '\ 8!

841269+
.078730% .079

| 086250% .08

Uruguay, peso. . | .675833% .68 : 6720834 .6

Colombia, peso -862100% -862100% 862100* 862100* 862100%) 852100
OTHER— ,

Australia, pound. .4;_13.802500 3.803750 [3.856666 (3.845833 3.772083 3694166
New Zeah'md pound. 3.808750 3.813333 |3.865000 (3.854166 I'i 780416 |3.702500
South Africa, pound._'4.717500 4.720000 |4.875000 '4.780625 |4 . 693750 '4.598750

¥ Nominal rates; firm rates not available.
ot

HE followmg table indicates the amount of gold

bullion in the principal European banks as of

July 20 1933, together with comparisons as of the
corresponding dates in the previous four years:

963645 [ .‘!656“ {

845272+
081133+
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Banks of— 1933.

England . . _

£
190,980,652
Francea_..| 652,378,739
Germany b. 9, 35
Spain g
Italy 72,645, 61,221,000
2 84,105,000
73,314

Netherlands
Nat. Belg'm
Switzerland
Sweden ... . ,0 3,
Denmark _ . 7, B 40, 9,

‘ Y
Norway ... 3,569, 8,13 8,142 000

818,499,015

823,195,653

Total week_[1,242 372 741

1242 372, 963, 18!
Prev. week_!1,238,321,497

980,69

916,197,568/
915,314,905

a These are the gold holdings of the Bank of France as reported in the new form of
statement. b Gold holdings of the Bank of Germany are exclusive of gold held
abroad, the amount of which the present year is £982,250.

Germany and the New Political Groupings

in Europe.

One of the questions which has been asked with
increasing frequency of late in European political
circles is whether Germany, in surrendering to the
Hitler regime of extreme nationalism, has not sacri-
ficed something of its position and influence among
the Powers. The British journalist who uses the
pen name “Augur,” writing on July 5 in an article
which was reprinted by the New York “Times” on
the 16th, declared that fear of Germany, which re-
cently was dominant in London, was “disappearing
fast,” and that “it has been revealed to the British
public that, at the present time at least, Germany
has fallen out of the ranks of the great Powers in
Europe.” “Events at the World Conference, no
doubt,” he continued, “have served to create this
impression, but the fear of Germany has been dis-
sipated principally because of the events which are
taking place in that country itself.”” A similar
change of opinion, although much less emphatically
expressed, is to be noted in the French press, while
from other countries have come expressions indicat-
ing that the menace of German nationalism, or
Hitlerism as it is more commonly called, is regarded
with considerably less apprehension than it was a
short time ago.

Such fear of Germany as has existed in Europe
has been due to various causes. Itsimmediate origin
can be traced back to a point before the establish-
ment of the Hitler Government, when the repre-
sentatives of the Bruening Government and its suc-
cessors demanded arms equality, and let it be known
that the disarmament proposals that were under dis-
cussion at Geneva would not be supported by Ger-
many unless arms equality were conceded. The
natural inference, strengthened by various official
or semi-official declarations, was that if the con-
cession were not made German armaments would
probably be increased. To this occasion of fear
were added the overwhelming success of the National
Socialists and Nationalists at the polls, the rapid
suppression and absorption of opposing political
parties, the proscription of the Jews, the assumption
of autocratic control over German industry and
business, and the successful outcome of the struggles
with the Catholic and Protestant churches. The
apprehension which was naturally aroused by the
establishment in central Europe of another Fascist
State, similar in many respects to that of Ttaly, was
intensified by the extreme rapidity with which the
transformation of the Reich was accomplished and
the ruthlessness with which opposition was over-
borne.

This pervading fear of what an aggressive Fascist
Germany might do cannot be dissociated from a
succession of recent political movements whose im-
mediate fruit has been the emergence of new group-
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ings of the European Powers. The four-Power pact,
the formal signature of which took place at Rome on
July 15, was apparently designed in part to curb
Germany by binding it in an accord with Italy,
France and Great Britain to maintain peace and
support the cause of disarmament. The fact that
revision of the peace treaties, if entered upon at all,
is to be undertaken only through the League of Na-
tions, whereas in the first draft of the pact it ap-
peared to be something that the four Powers might
consider independently, suggests that Germany may
have been given some assurance that its demand for
revision would not be opposed. If such is the case,
and if the pledge which Germany has given, jointly
with the other signatories, to work for disarmament
is not a mere formal gesture, two of the reasons for
fear which German fascism has inspired would seem
to have lost much of their force.

In Italy and France, on the other hand, the
signature of the pact has been hailed as marking a
long step in the direction of settling the differences
between those two countries. The differences, which
at times have seemed acute, are principally those
relating to Franco-Italian trade, naval parity, the
enlargement of the Italian colonial possessions in
North Africa, and the strained relations between
Italy and Yugoslavia, France’s ally. The trade ten-
sion has recently been relieved by the removal of
some French import duties. A United Press dis-
patch from Paris on Tuesday reported that pre-
liminary negotiations regarding naval matters had
lately been resumed, and that the two Powers were
already in agreement “on nearly every point except
the replacement of a few thousand tons of obsolete
ships” and the question of compensating Italy for
the French battleship Dunkerque now under con-
struction. The Paris correspondent of the New York
“Times” reported on July 15 some intimations in
the French press of “decidedly important conces-
sions” obtained by the French Ambassador, Henry
de Jouvenel, from Italy in relation to Yngosla\'i:i,
the concessions presumably having to do with the
Yugoslay navy in the Adriatic, which Premier Mus-
solini is known to regard as an impediment to Ttalian
naval plans in the Mediterranean. The proceedings
of the World Economic Conference further indicate
that any real rapprochement of Ttaly and France
would probably find the two countries united in be-
half of currency stabilization on the Continent.

A new factor of special importance, or perhaps one
should say an old factor of greatly increased im-
portance, has entered the European situation in the
political and commercial activities of Russia. We
referred recently (see our issue for July 8, page 198)
to the success of M. Litvinov, Russian Commissar
for Foreign Affairs, in negotiating non-aggression
agreements with a number of the States of eastern
Europe and effecting a restoration of commercial
relations between Russia and Great Britain. The
conclusion of a new Anglo-Russian trade agreement,
to take the place of the one that had been scrapped
when trade relations were broken off, was reported
on Tuesday to be making “steady progress” at
London. M. Litvinov promptly followed up his sue-
cess at London by informal commercial discussions
at Paris, and some small orders for steel and other
metal products were reported on Tuesday to have
been placed in France as preliminary, it was be-
lieved, to an agreement which would include credits
to the amount of 400,000,000 franes. A revision of
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Russian commercial relations with Italy is also
understood to be in progress.

The net effect of all these arrangements has been
to create an impression that Germany was being
isolated both politically and commercially. The
four-Power pact, in spite of the telegram of warm
congratulation which Chancellor Hitler transmitted
to Premier Mussolini when the pact was signed, is
seen by some of Hitler’s supporters as tying Ger-
many’s hands in the matter of armament and treaty
revision, while the non-aggression agreements in
eastern Europe appear to offer a barrier to the
spread of German political influence in that direc-
tion. Comment is heard in London and Paris that
any increase in Russian purchases in Great Britain
or France that may result from new commercial
treaties will be at the expense of Germany, which
may also suffer further in exports if the agreement
to restrict exports of wheat from the Danubian
countries which is being worked out at London
is perfected. Whether because of the repression of
the German Communists or for other reasons, Russia
has for some time shown a disposition to draw away
from Germany and seek political and trade relations
with other countries of Europe, and its commercial
advances, if reciprocated, are likely to broaden as
long as Russian purchases depend upon the grant
of long term credits either with or without Govern-
ment guarantees. Chancellor Dollfuss’s vigorous
resistance to the Austrian Nazis has subjected the
political relations of Austria and the Reich to a
severe strain, and while the relations between Dan-
zig and Poland have lately appeared to be more
cordial, a revision of the Polish Corridor arrange-
ment is obviously a matter of the remote future.

Some significance, accordingly, attaches to the
efforts of Arthur Henderson, President of the Dis-
armament Conference, to bring Chancellor Hitler
and Premier Daladier together for a frank discus-
sion of the differences between the two countries.
Mr. Henderson, who is making a tour of the
European capitals in an attempt to save the Con-
ference, issued to the press at Berlin on Tuesday a
statement in which he declared that “there is one
essential factor which must be constantly kept in
mind if finally success is to be achieved, and that is
the importance of a friendly understanding between
France and Germany.” The signing of the four-
Power pact, he said, would have a “salutary effect,”
but the signing “should in his mind be followed by
heart-to-heart talks between the French Prime Min-
ister and the German Chancellor. Only in this way
would some of the doubts, fears and suspicions be
removed, and until they are removed the full value
of the new pact cannot be realized.” Mr. Henderson
added that he spoke on his own initiative without
consulting the German Government, but that the
suggestion would shortly be submitted to Chancellor
Hitler at Munich and afterwards to Premier Dala-
dier at Paris. The proposal is understood to have
been discussed at Munich yesterday, but with what
result is not known. It is of some interest to note
that two days before Mr. Henderson’s statement was
issued, Colonel Louis M. Howe, Secretary to Presi-
dent Roosevelt, in one of his commercial radio broad-
casts, declared that the Disarmament Conference,
which has been adjourned until Oct. 16, “is neither
dead nor dying, nor at all likely to die,” and that
the President was hopeful of substantial results
when the Conference reconvened.
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It cannot be said that the Hitler Government has
exerted itself conspicuously as yet to offset the isola-
tion of Germany that appears to be under way. The
appointment on July 15 of a General Economic
Council of prominent business men, to assist the
Government in ‘“co-ordinating” industry and fight-
ing unemployment, is in line with the efforts lately
made to put an end to unauthorized interference
with business by Nazi radicals, and to that extent
indicates a disposition to deal with the economic
life of the country on more conservative and sensible
lines than were at first laid down. Some trade
statistics issued at the same time, and summarized
in a dispatch to the New York “Times,” suggest that
the sharp decline in German exports to European
countries, among them Russia, France, Sweden and
Czechoslovakia, during June was responsible for
pushing forward the new policy. On the other hand,
such a speech as that which Dr. Joseph Goebbels,
Minister for Popular Enlightenment and Propa-
ganda, was reported by the New York “Evening
Post” on Thursday to have delivered upon his return
from Italy is hardly calculated to allay foreign fears.
Without implying any intention on the part of Ger-
many to press its present form of government upon
other nations, Dr. Goebbels nevertheless declared
his conviction that Italian Fascism and German
National Socialism “will gradually conquer all
Europe,” and that a revolution “dare not make com-
promises.” It is against this “boring from within,”
more than against aggression from without, that
Europe seems disposed to guard itself until the aims
of the Hitler Government are better known or its
methods substantially modified.

Myr. Sloan Warns Against Psychology of 1929,

A timely word of warning has come from George
A. Sloan, President of the Cotton Textile Institute.
“Tt would be a fatal mistake,” he says, “to let the
psychology of 1929 now control the business and
speculative world.”

The experience of only four years ago is altogether
too recent to be forgotten by those who suffered
most. But in that brief period there have been great
changes among the men who lead in industrial and
financial affairs. Many of the builders who brought
American industry to the highest point of produc-
tion which it had ever attained have either passed
on or have been so crippled financially that they
have not only lost position and financial strength
but the wonderful spirit which enabled them to
achieve marvelous results has been dulled.

There has bheen a rapid and broad transfer of
wealth since 1928 and 1929. The psychology of that
period, of which Mr. Sloan speaks, was most con-
tagious. Everybody was affected by it from the
laborer who lived beyond his means and the white
collar workers who made commitments and incurred
long-time obligations which later it was impossible
for them to meet, to the industrialist, the merchants,
the bankers—in fact, all persons in civil life includ-
ing the politicians who had at their disposal public
revenues which they were bent upon increasing by
every possible device of taxation.

To use a popular phrase, “The sky was the limit.”
dxpansion knew no bounds. Billions were expended
in the enlargement of factories for whose machinery
there was soon to be little or no use. Everything in
the way of construction had to be the best and the
largest of its kind regardless of cost. Literally the
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sky appeared to be the limit in the erection of high
buildings in large cities. Municipal, State and Gov-
ernment projects were pushed upon an enormous
scale, a buoyant security market making it easy for
those in control of the borrowing power to satisfy
their utmost fancies.

The whirlwind of extravagance naturally was
manifest in the stock and investment markets.
Never was credit so easy; never were the prices of
stocks and bonds pushed to such unwarranted
heights as during the boom period of 1929. In such
an atmosphere resistance seemed to be impossible
for human nature to overcome.

It would be folly to undertake to put the blame
upon this or that individual, whether in private or
public life, because conditions were so unusual that
the natural impulse of every active man was to go
along and “make hay while the sun was shining.”

Something of the same spirit has been in evidence
during the current active and rising stock and com-
modity markets from their very low points of last
spring, but the advance in market values has had
very substantial justification in the fact that prices
had swung too low and recovery, to some extent,
was inevitable.

What were regarded as normal values, however,
were based upon strong assurances of the payment
of interest upon bonds and the distribution of lib-
eral dividends upon stocks. Those are the features
which always appeal to investors, and they are really
the backlog of security values. The speculator on

the bull side of the market, however, is not seeking
income, but profits, and he uses income prospects
only as a level to boost market values. Many issues
of stocks which had regularly paid dividends prior

to the breaks in the market in 1929 and 1930 are
now off the dividend list. They have advanced enor-
mously from the market’s lowest level during the
spring of 1932, but in most cases dividends have not
yet been renewed even upon a very small scale. The
advance in the market has been chiefly based upon
future developmnts, but at that the rise has not dis-
counted fully, it is believed, a resumption of divi-
dends, as many former dividend issues are still sell-
ing far below par. When dividends are re-established
the earlier distributions to shareholders will natu-
rally be moderate and will be increased from time
to time until a satisfactory rate upon the par value
is established.

A number of old corporations with enviable divi-
dend records have heretofore followed a policy as to
distribution of earnings, which no doubt will receive
consideration again when income justifies. After
dividends have been suspended for a period and a
corporation again enjoys a period of prosperity,
directors, upon re-establishing a satisfactory rate of
dividend, often adopt the policy of declaring extra
dividends as earnings may justify. They reason that
inasmuch as the shareholders were deprived of divi-
dends or had the rate cut in hard times they should
be reimbursed through the receipt of such extra divi-
dends as earnings may justify.

As recovery progresses, therefore, there should
still be opportunity for further enhancement of
market values as the country progresses up to nor-
mal, though such wild excesses as have marked the
recent course of the so-called alcohol stocks can only
be viewed with dismay. Furthermore, an entirely
new factor has appeared in the regulation of wages
and prices by the Federal Government. The “New
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Deal” presents aspects which call for -careful
thought on the part of investors who look not for
quick turns of the market but for assurance of
income. The speculator can take care of himself.
He is quick in action, a bull to-day and perhaps a
bear to-morrow, being always alert for a temporary
turn on either side of the market which he believes
at the moment will afford a profit.

The Course of the Bond Market.

The bond averages reached new high levels early this
week and held very well, with only slight recessions, during
the break in stock prices on Wednesday and Thursday. On
Friday, however, they eased off. Weakness was evident
chiefly in speculative bonds, most high grade issues remaining
firm.

The Federal Reserve banks purchased only $10,000,000 of
Government bonds this week, while money in ecirculation
declined $32,000,000. United States Government long term
bonds have remained practically stationary in price. Money
rates have firmed up somewhat in the last two weeks.

Railroad bonds in general were strong during the first part
of the past week. High grade investment issues gained, as
well as low grade speculative issues. During the latter part
of the week, however, drastic price declines occurred. Some
of the more spectacular changes were as follows: Chicago &
North Western, 4%s, 1949, from 41 to 28; Alleghany Corp.
5s, 1950, from 43 to 2814; Southern 4s, 1956, from 59 to 53 34
and Denver & Rio Grande Western 5s, 1978, from 57 to 5014.
The losses among high grade bonds were much less severe,
opening and closing prices for the past week for some of the
best grade issues having been as follows: Atchison Topeka
& Santa Fe 4s, 1995, 9514-96; Union Pacific 4s, 1947,
9994-10014. Railroad news continued favorable, June
earnings reported having been much larger than those of
June, last year, with carloadings reports favorable also. The
declines recorded may, thus, be attributed almost entirely
to the general collapse of the securities and commodity

markets.

Utility bonds, particularly the second grade and speculative
issues, were strong in the early part of the week, but turned
reactionary on Thursday following the slump in the stock
section. The decline in the utilities did not appear to be
disorderly. High grades, on the whole, were more or less
motionless showing fractional gains during the period of
strength and holding their own pretty well when the general
market was weak. Some issues registered losses of several
points on Friday. Net changes for the week were mixed, as
seen in the following: Hudson & Manhattan ine, 58, 1957,
from 54 to 50 for the week; American Water Works & Elec-
tric 6s, 1975, from 8214 to 84; Carolina Power & Light 5s,
1956, from 7614 to 7614 and Kentucky Utilities 6145, 1948,
from 9014 to 82.

After moving against the stock market trend on the first
day of the reaction, industrial bonds weakened the following
day and lost their gains of earlier in the week. While some
speculative and special privilege issues lost several points, the
recession in the main was moderate, though high grade issues
here and there lacked support. The better grade steels did
well, Republic and Youngstown bonds reaching new highs.
Warner Brothers Pictures 6s, 1939, reached a new high for
the year at 4134 but fell back to 30; Baldwin Locomotive 5148,
1933, ran up to 12014 and dropped back to 100 as the stock
declined. Liggett & Myers 5s, 1951, declined 67% points on
Thursday, but went back on Friday to 107, against a high
for the year of 11014, the 7s of 1944 of the same company
remaining fractionally under the year’s high.

The foreign bond market was strong in the early part of
the week but reacted sharply on Thursday and Friday. Ar-
gentine bonds declined several points bringing about weakness
in the entire South American field. Most German bonds,
with the exception of Government issues, advanced some-
what. There was a sharp rise in British 54s as a result of
the conversion offer. Japanese issues were slightly lower
and Finnish and Polish bonds were up somewhat.

Moody’s computed bond prices and bond yield averages
are given in the tables below:
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MOODY'S BOND PRICES.*
(Based on Average Yields.)

MOODY’'S BOND YIELD AVERAGES.t
(Based on Individual Closing Prices.)
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by Groups.
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120 Domestics by Ratings.
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* Note.—These prices are computed from average yield on the basis of one ‘‘Ideal” bond (43{% coupon, maturing in 31 years) and do not purport to show either
the average level or the average movement of actual price quotations. They merely serve to Illustrate in a more comprehensive way the relative levels and the relative

movement of yleld averages, the latter being the truer picture of the bond market.
t The last complete list of bonds used in computing these indexes was published in the *‘Chronicle” of Jan. 14 1933, page 222,

by months back to 1928, refer to the **Chron cle” of Feb. 6 1932, page 907.

For Moody'’s index of bond pricz

Indications of Business Activity

THE STATE OF TRADE—COMMERCIAL EPITOME.
Friday Night, July 21 1933.

Evidence of greater activity in general business is still
multiplying though the collapse of the stock market has been
a disturbing influence. Steel operations continue to make a
good showing being now above the 1930 level, and railroad
car loadings, coal production and electric power output all
made further gains. Employment continues to increaseand
wages have been advanced substantially in some cases.
There are no signs of the usual summer lull. Retail sales
have increased, especially in the agricultural sections where
early crops have been marketed. Buying power has in-
creased to some extent but is not commensurate with the
rapidly rising retail prices all over the country, according
to the views of the Administration which accordingly has
arranged to assume regulatory control of private business
all over the land, creating a feeling of uneasiness. Summer
wearing apparel was in better demand owing to the recent
warm weather. Wholesale business has been larger although
buyers are showing more caution. There was a brisk demand
for spot merchandise. Cotton goods continue in good
demand and purchases of fall coats and furs for August sales
exceeded those of a week ago. In some cases it is impossible
to get immediate delivery of certain textiles because of
the fact that cotton mills have sold their output until
October.

The furniture trade is increasing and orders already on
hand are said to be the largest over three years, butsomein
instances manufacturers are refusing orders unless the buyer
agrees to pay the extra costs which may be entailed by reason
of the Recovery Act. In many cases factories will be unable
to fill orders for fall delivery despite the fact that operations
are at capacity. Industrial activity is still expanding, some
of the basic industries having already exceeded the peak
levels of 1932 and 1931. In textiles, orders exceed the high
level of 1929 and steel operations are now up to the level of
1930. There is an increase in the output of shoes, hard-
ware, paints, glass, plant equipment as well as electrical
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appliances and metal goods. The lumber business has in-
creased materially. There has been a heavy demand for
steel and inquiries for third quarter have increased in antici-
pation of higher prices as a result of the recent wage increase
to steel workers. Automobile production is large especially
for this time of the year. In the textile industry production
is on a good scale despite the uncertainty over the imposition
of processing and floor taxes and higher production costs and
wages under the industry’s code. In the Pittsburgh dis-
trict the recent gains in production are being maintained and
backlogs are said to be sufficient to hold the output at its
present rate of 55 to 579, over the month. Pig iron ad-
vanced $1 during the week. Fuel prices are up. Furnace
coke at Connellsville oven was quoted at $2.25 and foundry
coke at $3. Cotton reached the highest levels since Apri
1931 early in the week owing to the drouth in Texas and
Oklahoma but of late under heavy general liquidation and
other selling asresult of sharply lower prices for wheat, prices
declined and show a loss for the week of 139 to 152 points.
Wheat after advancing sharply in the forepart of the week
on reports of further serious damage to the spring wheat
crop in the American Northwest and in Western Canada
encountered a flood of liquidation and a sensational decline
followed which sent prices nearly 20 cents below last Fri-
day’s close. Trading was feverish. Barley advanced sen-
sationally early in the week on prospects of a small crop but
declined sharply with other grain later. The other grains
were under the influence of wheat. Prices of other commod-
ities are all sharply lower. Stocks broke 3 to 15 points to-
day after sales of 9,570,000 shares.

The growing activity in trade and industry is reflected in
the various reports that are coming to hand. Cotton
spinning operations reached a new high record during June.
The cotton mills were operated at 129.1% of their capacity
on a single shift basis as compared with 57.69, of capacity
for June 1932. The aggregate number of active spindle
hours reported was 9,299,176,026, or an average of 369 hours
for each spindle in place.
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Rubber consumption by manufacturers in the United
States for the month of June amounted to 51,326 long tons,
or the highest consumption figure of rubber on record. This
is an increase of 23.8%, over June last year when 41,475 long
tons of rubber were consumed.

Loading of revenue freight in the United States for the
week ended July 8 totaled 539,223 cars as compared with
415,928 cars in the same week of 1932.

Production of bituminous coal in the Uaited States for
the week ended July 15 is estimated by the National Coal
Association as about 6,950,000 net tons. Production for the
corresponding week of 1932 was 4,155,080 tons and for 1931
6,855,000 tons.

Electricity production by the electric light and power
industry of the United States continues to increase. For the
week ended July 15 production of electricity was 1,648,339,-
000 kwh., an increase of 16.49%, over 1,415,704,000
kwh. produced in the corresponding week a year ago. This
is the eleventh consecutive week that the production of
electricity has been larger than in the corresponding week
last year. The ratio of increase keeps mounting week by
week and the July 15 increase of 16.49%, compares with 14.7%,
last week, 13.7% two weeks ago, 10.9% three weeks ago and
with 0.5% for the week ending May 6, the first week that
the weekly production of electricity exceeded that of a
year ago.

The weather over the last week-end was favorable in most
sections of the country. Lower temperatures along with
rains and showers proved decidedly favorable for the crops.
Reports have been coming in, saying that many crops have
been saved from entire distruction and that prospects now
looked much brighter and in many instances the harvest is
to be better than early expectations. The past few days
temperatures have again risen and those parts of the country
that received only light showers are still in danger of further
damage, particularly in those parts that have been suffering
from drouth during the past month or more.

In Canada rainfall has been mostly light and scatiered,
with temperatures lower. The previous warm dry spell
caused wheat to develop rapidly and cutting will be general
in many southern Manitoba points by Aug. 1. The area
north of the Canadian Pacific main line has a fair to excellent
wheat erop, while southward the crop is poor to very poor.
In a few sections there will be little more than seed. Some
sections are still in need of rain while in other parts crops are
too far advanced to be benefited by moisture.

To-day it was 69 to 82 degrees here and clear. The fore-
cast is for fair and continued warm weather. Overnight
Boston was 62 to 82 degrees, Baltimore, 72 to 86, Pittsburgh,
70 to 90, Portland, Me., 62 to 74; Chicago, 76 to 92; Cin-
cinnati, 68 to 94; Cleveland, 74 to 92; Detroit, 76 to 94;
Charleston, 76 to 84; Milwaukee, 76 to 90; Dallas, 76 to 94;
Savannah, 72 to 88; Kansas City, 76 to 92; Springfield, Mo.,
72 to 90; St. Louis, 76 to 96; Oklahoma City, 74 to 94;
Denver, 66 to 80; Salt Lake City, 70 to 94; Los Angeles,
58 to 78; San Francisco, 54 to 68; Seattle, 56 to 76; Montreal,
66 to 82, and Winnipeg, 62 to 82.

—_———
Moody’s Daily Index of Staple Commodity Prices
Breaks Sharply After Reaching New Highs.

Primary commodity prices suffered the most severe break of
the year in the last three days of the week under review, when
Moody’s Daily Index of Staple Commodity Prices declined
14.8 points from a high of 148.9 reached on Tuesday, to
close at 134.1, or 9.6 points lower for the week. At the
high of 148.9, commodity prices were 89.2% above the low
of 78.7 reached on Feb. 4. Before the break occurred, the
Index had made a new high on every working day since
July 3.

Vertical declines in wheat, eotton, corn, and rubber from
the high points were also chiefly responsible for the net change
in the Index for the week. Sugar, silk, silver and cocoa were
also lower for the week, while scrap steel, hogs and wool
tops advanced, and hides, copper, lead and coffee were
nominally unchanged.

The movement of the Index number during the week,

with comparisons, is as follows:
143.7|2 wks. ago July 7
__145.3 |Month ago June 21..
_-%;}8.3 Year "}ilgioh gulgg 21{1}--
--148. ept. 6.--
T145.2 (1932 ho%vh Dec. %};'
137. i July .
134.11933{Low Feb. 4.
—_—————————
Railroad Freight Loadings Continue to Gain.
The first 14 major railroads to report car loadings of

revenue freight originated on their own lines for the seven
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days ended July 15 1933 loaded 267,243 cars, as compared
with 221,226 cars in the preceding week (which included the
July 4 holiday) and 207,615 cars in the corresponding period
last year. With the exception of Atchison Topeka & Santa
Fe Ry. and the Missouri-Kansas-Texas Lines, all of these
carriers showed increases over the July 16 1932 week.
Comparative statisties follows: .

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS.

(Number of Cars.)

Loaaed on Lines. Rec'd from Connections.

Weeks Ended.
July 15 July 8 (July 16|July 15) July 8 [Jul,
1933. | 1933. | 1932, 11)33..) 1933. 115511/321.0

4,226
9,221

Atch. Topeka & Santa Fe Ry
Chesapeake & Ohio Ry 19,244
Chie. Burl & Quiney RR... — 13,396 5,756
Chic. Milw. St. Paul & Pac. Ry. 15,912 5,989
Chic. & North Western Ry 6,546| 13,45¢ 8,383
Gulf Coast Lines & subsidiaries. 2 1,607 7 038
International Great Northern.._ 4,013 1,292
Missouri-Kansas-Texas Lines. .. 4,021 2,206
Missouri Pacific RR - 12,556 7,526
New York Central Line: 38,064
Nerfolk & Western Ry - 17,420
Pennsylvania System_ _ 54,653
Pere Marquette Ry - 3,705
Wabash Ry 4,834 7,032| 6,280| 6,554

G () Spe 267,2431221,2261207.615'154,934/140,2001113,801

TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS.
(No. of Cars.)

25,000

20,256| 18,442
24,667 14,953

3,791
00

3,750
34,633
*

6,091

July 15

1033, July 16

1932.

21,269
11,569

32,838

Loading of revenue freight for the latest full week, that is,
for the week ended on July 8, totaled 539,223 cars, according
to figures compiled by the American Railway Association.
Due to Independence Day holiday, this represented a reduc-
tion of 94,851 cars under the preceding week this year, but
was an increase of 123,295 cars above the corresponding
week in 1932, which week also included the holiday. Com-
pared with the corresponding week in 1931, which did not
include the holiday, loadings for the week ended on July 8
this year showed a reduection of 223,221 cars. For the week
in 1931 which did include the Independence Day holiday,
but which corresponded to the preceding week this year, load-
ing of revenue freight amounted to 667,630 cars. Details
for the latest full week follow:

Loading of all commodities for the week of July 8 showed increases over
the same week in 1932.

Miscellaneous freight loading for the week of July 8 totaled 200,039
cars, a decrease of 36,162 cars below the preceding week, but an iucr'casza
of 49,769 cars above the corresponding week in 1932, It was, however, a
decrease of 89,781 cars under the same week in 1931. '

Loading of merchandise less than carload lot freight totaled 146,331 cars
a decrease of 25,031 cars under the preceding week, but 3,161 cars nbovc;
the corresponding week last year. Compared with the same week two
years ago it was a reduction of 70,488 cars.

Grain and grain products loading for the week totaled 44,0940 cars, a
decrease of 1,183 cars below the preceding week, but 14,647 cars above the
corresponding week last year. It was, however, 15,432 cars below the same
week in 1931. In the Western districts alone, grain and grain products
loading for the week ended July 8 totaled 31,311 cars, an increase of 9,461
cars above the same week last year. . '

Forest products loading totaled 21,440 cars, 6,679 cars below the pre-
ceding week but 10,068 cars above the same week in 1932, Compared
with the corresponding week in 1931 it was a reduction of 4,734 cars.

Ore loading amounted to 16,358 cars, a decrease of 1,055 cars below the
week before, but an increase of 10,918 cars above the corresponding week
in 1932, It was, however, 19,930 cars below the same week in 1931,

Coal loading amounted to 90,382 cars, a decrease of 21,920 cars below
the preceding week, but 30,387 cars above the corresponding week in
1932. The total for the week of July 8 this year was a reduction of 19,509
cars below the same week in 1931. d

Coke loading amounted to 6,250 cars, 940 cars below the preceding weelk,
but 3,790 cars above the same week last year, and 1,170 cars above the
same week two years ago.

Live stock loading amounted to 13,483 cars, a decrease of 1,881 cars
below the preceding week, but an increase of 555 cars above the same week
last year. It was, however, a decrease of 4,517 cars below the same week
two years ago. In the Western districts alone, loading of live stock for the
week ended on July 8 totaled 9,732 cars, an increase of 508 cars compared
with the same week last year.

All districts reported increases in the total loading of all commodities
compared with the same week in 1932, but all reported decreases compared
with the corresponding week in 1931.

: Loading of revenue freight in 1933 compared with the two previous years
ollows:

July 8
Week Ended. lﬂé/&

23,329
11,227

34,556

Illinois Central System

St. Louis-San Francisco Ry 12,368

38,780

1933, 1932,
2,266,771
2,243,221
2,280,837
2,774,134
2,088,088
1,966,488
488,281
415,928

1931.

1,910,496
1,957,081
1,841,202
2,504,745
2,127,841

2,873,211
2,834,119
2,936,928
3,757,863
2,058,784
2,991,950

667,630

762,444

Four weeks in January
Four weeks in February
Four weeks in March.. .
Five weeks In April. .
Four weeks In May . .
Four weeks in June_ _
Week ended July 1.
Week ended July 8

13,780,941 14,523,748 19,782,029

The foregoing, as noted, covers total loadings by the rail-
roads of the United States for the week ended July 8. In
the table below we undertake to show also the loadings for
the separate roads and systems. It should be understood,

igitized for FRASER
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however, that in this case the figures are a week behind
those of the general totals—that is, are for the week ended
July 1. During the latter period a total of only 13 roads
showed decreases as compared with the corresponding week
last year. Among the most important carriers showing
increases over a year ago were the Pennsylvania System, the
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Baltimore & Ohio RR., the New York Central RR., the
Chesapeake & Ohio Ry., the Atchison Topeka & Santa Fe
Ry., the Southern Ry. System, the Norfolk & Western Ry-,
the Chicago Milwaukee St. Paul & Pacific Ry., the Illinois
Central System, the Louisville & Nashville RR., and the
Chicago & North Western Ry.

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED JULY 1.

Total Loads Recelved
Jrom Connections.

1933. 1932.

Total Revenue
Freight Loaded.

1932.

Rallroads.

1933.

Total Revenue
Freight Loaded.

1932.

Total Loads Recetved
Sfrom Connections.

1932.

Ratlroads.

1933. 1931. 1933.

Eastern District—

Group A:
Bangor & Aroostook
Boston & Albany. . _
Boston & Maine.
Central Vermont.
Maine Central
New York N. H. & Hartford- ..

Rutland 884

26,669

Group B:
Delaware & Hudson
Delaware Lackawanna & West.
iy LR S R T
Lehigh & Hudson River.
Lehigh & New England.
Lehigh Valley

5,615
4,913
9,706
1,530

863
5,214

14
19,726
1,578
1

5,629
14,260
1,988
855
7,226
72
New York Central 2 s
New York Ontarlo & Western. . iy
Pittsburgh & Shawmut 5 o 10
Pitts. Shawmut & Northern. .. 356 210

68,496

4
149
49,349

65,152

Group C:
Ann Arbor. 533
1,366
8,109

30

Michigan Central. __
Monongahela
New York Chieago & St. Louls.
Pere Marquette
g:ggumg z Lake Erle._ .
urg! Wes!

‘Wabash b 2 3,052

»UO.

60,164
161,178

1,896
42,376

Grand total Eastern District...| 146,444 145,084 118,394

Allegheny District—
Baltimore & Ohlo
Bessemer & Lake Erle. .
Buffalo Creek & Gauley

Central RR. of New J.
Cornwall L

28,072
3,912

14,728

29,435 1973
5

10,287
404
6,228
507

Pennsylva
Reading C 13,619 | 9,829
Union (Pittsburgh)_ ... 9.010 &zl

West Virginla Northern 41 S
Western Maryland._ _ 2,907 1,989

129,400 93,359

63,406

129,062

Pocahontas District—
Chesapeake & Ohlo.
Norfolk & Western

Norfolk & Portsm
Virginian outh Belt Line

20,152
17,405
1,002
2,587

41,146

14,365

22,120
11,795
692

4,356
1,211
541

14,975

1,719
28,571

Southern District—
Group A:
Atlantic Coast Line

9,233
Clinehfield

1,058
579
Durham & Southern. . __ 174
Galnesville & Midland_ ; 05
Norfolk Southern.. _ __ 205
i’llie(rl)montl& Northern 2‘33
chmond Frederick, ]
Seaboard Afr Line 5 o ot

5,338
Southern System 19';3‘1’

15,950
172

32,631 40,944 28,955 20,915

Group B:
Alabama Tenn. & Northern....
Atlanta Birmington & Coast--.
Atl. & W. P.—West. RR. of Ala
Central of Georgia
Columbus & Greenville
Florida East Coast. -

212
1,161
593

g’
Georgia & Florlda
Gulf Mobile & Northern.
Illinois Central System._ _
Louisville & Nashville. ..
Macon Dublin & Savannah
Mississippi Central
Nashville Chatt. & St. Louls--.
New Orleans-Great Northern..
Tennessee Central

18,625
39,540

51,919

Grand total Southern District--| 91,662

Northwestern District—
Belt Ry. of Chicago
Chicago & North Western-
Chicago Great Western
Chie. 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
Green Bay & Western.. .
Minneapolis & St. Louls
Minn. St. Paul & S. 8. Marle

2,785
5,661
7,669

936

90,684

Central Western District—|
Atch. Top. & Santa Fe System.

Bingham & Garfield

Chicago Burlington & Quincy--
Chicago Rock Island & Pacific.
Chicago & Eastern Illinofs ---.
Colorado & Southern

Denver & Rio Grande Western.
Denver & Salt Lake

Fort Worth & Denver City-
Northwestern Pacific

Toledo Peoria & Western
Unlon Pacific System---

10,282
112

1,185
79,417

1,147
111,528

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

Midland Valley

Missouri & North Arkansas....
Missouri-Kansas-Texas Lines--
Missouri Pacific

Natchez & Southern....
Quanah Acme & Pacific

8t. Louls-San Francisco. -

St. Louls Southwestern

y San Antonio Uvalde & Gulf-.
Southern Pacific In Texas & La.
Texas & Pacific

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

56,115 33,908 25,252

x Jstimated. y Included in Gulf Coast Lines. * Previous week's figures.

Colonel Leonard P. Ayres of Cleveland Tru‘?t Co. Finds
Business Recovery Going Forward at Most, Rapid
Rate Ever Reached”’—President Roosevelt’s Mes-
sage to London Economic Conference Held of
“First Importance” to Business Men—Regarded
as Move for Higher Price Levels.

The statement that “business recovery is now going for-
ward in this country at the most rapid rate ever reached in
our economic history” is made by 'Colonel Leonard P. Ayres,
Vice-President of the Cleveland Trust Co., in the company’s
“Business Bulletin,” dated July 15. Colonel Ayres states
that “activity in business is increasing more than twice as
swiftly as it has done in any previous period of upturn from
depression conditions, and at a pace about five times as rapid
as that attained in 1915 when the huge war orders poured in
from Europe.” Adding that part of the evidence on which
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these tstatements are based is shown in a diagram presented

in the “Bulletin,” Colonel Ayres goes on to say:

The irregular line shows the percentage increases or decreases in business
activity during the second and fourth quarters of each year since 1830. The
data were taken from the records of monthly changes in business activity com-
piled by this bank. For the period since 1900 they are based on the index
of industrial production compiled by the Federal Reserve Board. If the
records for all four quarters of each year had been included there would not
have been added any instances of changes more extreme than those shown,
but the diagram would have been much more congested. ‘

The most severe decline in business activity in any one quarter came with
the panic of 1937 and amounted to nearly 27%. It was shortly followed
by a recovery of nearly 17%. This decline and advance remained the most
extreme quarterly changes of record in our business history for nearly 100
years. In recent years the most violent changes were the abrupt decline of
nearly 249 in the closing quarter of the panic year of 1907, and the advance
of over 13% in the first quarter of 1922 when business was recovering from
the primary post-war depression. Even these exceptionally rapid changes
are dwarfed by comparison with the increase of nearly 419% that has taken
place during the second quarter of 1933.
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The advance of nearly 41% during the second quarter of this year does not
mean that industrial production at the end of the second quarter was 41%
greater than at the end of the first quarter. It means rather than at the
end of the first quarter our data showed that industrial production was only
55% of the computed normal volume, and that at the end of the second
quarter it was 77% of normal, and that 77 is 141% of 55, so the rate of
increase for the quarter is found to be 41%.

It is not now possible to judge whether or not so rapid an advance will
prove to be undesirably swift, for there is no similar previous case with
which to make comparisons. We do know that the spectacular recovery in
1838 was largely based on speculation and so-called wildcat money, and that
it was followed by another period of depression. Nevertheless conditions
obtaining then were so different from those existing now that the earlier
instance may be of little value as a guide.

There can be no doubt that much of the recent sudden demand for goods
has been caused by fear that our money will be progressively less valuable
in the months ahead. In large measure people have been demanding goods
to make up accumulated shortages, but in some considerable degree they are
exchanging hoarded money for goods that they may hoard instead. Perhaps
we could wisely moderate temporarily our efforts to stimulate business still
further.

Colonel Ayres states that “the message sent by President
Roosevelt to the World Economic Conference on July 3 is of
the first importance to all business men here.” Continuing,
he says:

It takes the definite stand that this Government is not willing to enter into
any arrangements at this time for stabilizing the exchange value of the
dollar. The clear purpose of this declared policy is that the Administration
intends to strive for higher general price levels here. This means that the
business man may confidently expect higher prices for commaodities, increas-
ing wage rates, and advancing quotations for securities.

The message further states that in the near future, when prices have ad-
vanced to the desired levels, the Administration seeks to establish a new
kind of dollar which will have a relatively constant purchasing power, and
not a changing one. This means that it is the policy of our Government
to have this present price advance the last one that we shall ever experience.
If this policy is successfully put into effect we need not fear a decline after
this price advance has run its course. The problem of the business man is to
take full advantage of the general price increase while it still continues,
remembering that dollars not actively employed are constantly shrinking
in value.

The effect of the announcement in further stimulating business activity
and every form of speculation is sure to be important. It should result in
the rapid employment of the huge sums of currency still in hoarding, for a
part of the value of that money evaporates with each day that passes. The
announced policy is avowedly designed to benefit debtors, and in this country
that means primarily the owners of stocks, for most of our existing debts
are corporation bonds. If price levels are lifted so that bonds may be paid
off the result will be greatly to benefit the stockholders who in reality owe
the debts that the bonds represent.

Recovery from depression has come repeatedly, both in this country and
abroad, by a restoration of public confidence in the soundness and integrity
of the national money. Our present experiment is based on the creation of
doubt concerning the value of our money, which results in a general move-
ment to buy commodities and equities. Its justification depends on its
success.

The Corner Turned.

It has become convineingly evident that the corner of the great depression
was turned in this country between the first and second quarters of this year.
The accompanying diagram [this we omit.—Ed.] shows a depression index
or indicator of three components developed more than a year ago, and de-
signed to reflect promptly and surely any real improvement in the funda-
mental factors of business activity. It has been clearly doing just that dur-
ing the past three months. The diagram covers the period since the begin-
ning of 1929, and the figures used are weekly data with the averages of the
entries for January of 1929 considered as being equal to 100.

.The upper line in the diagram reflects changes in the amount of bank
credit in use. It shows changes in the sum of loans and of demand deposits
in the city banks that are members of the Federal Reserve System. In recent
weeks it has sharply turned up. The great increase in the autumn of 1929
was caused by the banks taking over at the time of the stock market crash
many large accounts that had been with brokers. The long decline that
began in the closing weeks of 1930, and which has continued most of the
time since then, reflects the severe shrinkage in bank credit that still consti-
tutes one of the serious elements in the situation. Bank loans were paid
down, and deposits shrank. That was credit deflation, while what we need
for business revival, and are now rapidly getting, is credit expansion.

The dotted line shows the long decline in the wholesale pripges of com-
modities. The line is constructed by counting each week the numbers of
advances and declines in Dun’s list of commodity price quotations, and record-
ing cumulatively the net differences. Since the declines were almost con-
tinuously more numerous than the advances, the line has moved downward
almost steadily since the autumn of 1929. Its recent advance has carried
it back up to the levels of early 1932.

The dashed line is a weekly index of industrial production. It is a com-
bination of a weekly index compiled by this bank, that of the *“Business
Week,” and through 1932 that of the “Times Annalist.” In 1933 this last
index has been replaced by the new index compiled by the “Econostat.”
These three indexes of bank credit, of wholesale commodity prices, and of
industrial production have been given equal weights, and combined into the
depression index represented by the heavy solid line. All the data are
brought up to the end of June.

It is worth noting that the depression index and its three components
turned up last summer, and in the main held their gains well to about the
end of last year, when political dissensions and the banking troubles brought
a decline that carried them down to new lows in March, after which the
present recovery began. That recovery which began last sunmer appears to
have been the turning point for most of the other important industrial coun-
tries. Industry continues its advance abroad, while here we are making
our second attempt at recovery.

Price Changes.

During the past quarter the value of our money has been declining abroad,
and the prices of securities and commodities have been advancing here. So
far there have been fairly close relationships between these price move-
ments. We may measure the changes in the exchange value of our money
by determining the price of an ounce of gold in American dollars. If we
do that we shall find that it advanced during the second quarter by about
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25%. Meanwhile the prices of active wholesale commodities moved up by
about 50% and those of industrial stocks by about 75%.

The three lines in the diagram represent the daily changes from the
levels of the first of April in the prices of the Dow Jones industrial stocks,
in those of active commodities if the advances are doubled, and in those of
gold if the advances are trebled. The three lines run closely together. They
have all been slightly smoothed to remove minor fluctuations. During the
third week in May the value of the dollar recovered abroad temporarily,
with the result that the line showing the price of gold declined. Our prices
for commodities and stocks also declined. The same thing happened again
in the middle of June, and once more the prices of our stocks and commodi-
ties moved down and then recovered to new high levels.

This close relationship between the depreciation of the dollar abroad and
the prices of our securities and our commodities here is disquieting. It is
even more disturbing to find that even a moderate demonstration of strength
by the dollar abroad results in a decline of prices here. A prosperity that
depends on the progressive debasement of our money does not rest on a firm
foundation. The diagran: shows clearly why our Administration at Wash-
ington moved to halt arrangements that were being discussed at London
looking toward the stabilization of the exchange values of the leading
currencies.

Those discussions had no more than been reported by the newspapers when
commodity prices turned down and there was a sharp break in quotations
for stocks. It quickly became evident that a stabilized value for the dollar
would result in a general downward revision of the prices of commodities
and securities, and probably in a consequent slowing down of the pace of
recovery in general business activity. Nevertheless at some time in the future
the issue of stabilization must be faced and dealt with.

Iron and Steel.

At the end of March only 13% of the 289 blast furnaces in this country
were actively engaged in producing pig iron. By the end of May the per-
centage had increased to 21, and by the close of June it had advanced to 31.
There has been no such rapid increase since the early months of 1922, when
business was recovering from the last great depression. Steel production
is running at about 53% of capacity, which is the highest rate attained since
the spring of 1931. No signs of a normal summer decline have so far
appeared.

Industrial Production.

In March the index of industrial production used by this bank as the cur-
rent part of its long-term indexes of business activity was at the low level of
45.4% below the computed normal level. The April figure was only 39%
below the normal level, and the preliminary May figure is only 30.8% below.
This is approximately the level of September 1931. Nearly all of the 18
industrial series composing the total index, except those for coal production,
showed notable advances in May.

Hoarded Funds.

Apparently more than a billion dollars of idle currency is still being
hoarded in this country. Two years ago, in June of 1931, business activity
was at about the same levels as it is now. At that time the practice of
hoarding was almost unknown, and the amount of currency in circulation,
other than small coins, amounted to about four and a half billion dollars.
At the present time the amount is approximately a billion dollars greater
than it was then, and since price levels are lower, and wages less, and busi-
ness activity no greater, it seems clear that the amount of currency being
hoarded is still between a billion and a billion and a half dollays,

After June of 1931 the money reported as in circulation began to increase
although business activity and prices were falling. The explanation is that
increasing amounts were being kept in strong boxes, and office safes, and in
hiding places in homes, instead of being used in business and deposited in
bank accounts. In reality this money was not in circulation but in hoard-
ing. The amounts reported as in circulation increased ag the depression
grew more serious until at the time of the bank crisis last March they totaled
more than seven and a half billions. g

Since then they have rapidly declined until the present amounts are not
much more than five and a half billions. We do not know how the hoarded
money is distributed about the country, bu<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>